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HOUSE OF COMMONS

Third Session—Twenty-second Parliament
1956

SESSIONAL COMMITTEE

RAILWAYS AND SHIPPING

Owned, Operated and Controlled by the Government
Chairman: HARRY P. CAVERS, Esq.

MINUTES OF PROCEEDINGS AND EVIDENCE
No. 1

FRIDAY, MARCH 16, 1956
MONDAY, MARCH 19, 1956

Trans-Canada Air Lines’ Report (1955) and Budget (1956).
Auditors’ Report to Parliament.

WITNESSES:

Mr. G 'R. McGregor, President, Trans-Canada Air Lines; Mr. F. P. Turville,
of George A. Touche and Co., Chartered Accountants.

EDMOND CLOUTIER, C.M.G., 0.A., D.S.P.
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY
OTTAWA, 1956.
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SESSIONAL COMMITTEE
On

RAILWAYS AND SHIPPING
owned, operated and controlled by the Government

Chairman: H. P. Cavers, Esq.,

and Messrs:

Bell Hahn Langlois (Gaspe)

Byrne Hamilton (Notre-Dame- Lavigne

Carter de-Grace) Legare

Carrick Hamilton (York West) MecCulloch (Pictou)
Cavers Hanna Mitchell (Sudbury)
Churchill Harrison Murphy (Westmorland)
Follwell Healy Power (Quebec South)
Fglton Johnston (Bow River) St. Laurent (Temiscouata)
Gillis Knight Weaver

Antoine Chasse,
Clerk of the Committee.,



ORDERS OF REFERENCE
House or COMMONS
Tuespay, March 6, 1956.

Resolved,—That a Sessional Committee on Railways and Shipping owned,
operated and controlled by the Government, be appointed t6 consider the
accounts and estimates and bills relating thereto of the Canadian National
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada
Air Lines, saving always the powers of the Committee of Supply in relation
to the voting of public moneys; and that the said Committee be empowered
to send for persons, papers and records and to report from time to time and
that, notwithstanding Standing Order 67 in relation to the limitation of the
number of members, the said Committee to consist of Messrs. Bell, Byrne,
Carter, Carrick, Cavers, Churchill, Dumas, Follwell, Fulton, Gillis, Hahn,
Hamilton (Notre-Dame-de-Grdce), Hanna, Harrison, Healy, James, Johnston
(Bow River), Knight, Langlois (Gaspe), Lavigne, Legare, Macdonnell, McCul-
loch (Pictou), Murphy (Westmorland), St. Laurent (Temiscouata) and
Weaver.

WEDNESDAY, March 7, 1956.

Ordered,—That the name of Mr. Mitchell (Sudbury), be substituted for
that of Mr. James; and

That the name of Mr. Hamilton (York West) be substituted for that of
Mr. Macdonnell, on the said Committee.

Monpay, March 12, 1956.

Ordered,—That the Annual Report of Trans-Canada Air Lines for 1955,
the Auditors’ Annual Report to Parliament of Trans-Canada Air Lines for the
year ending December 31, 1955, tabléd this day, and the Capital Budget of
Trans-Canada Air Lines for the year ending December 31, 1956, tabled on
Wednesday, March 7, 1956, be referred to the said Committee.

WEDNESDAY, March 14, 1956.

Ordered,—That _the annual reports for 1955 of the Canadian National
Railways, the Canadian National (West Indies) Steamships Limited, and the
Canadian National Railways Securities Trust, the Auditors’ Report to Parlia-
ment in respect of the Canadian National Railways and Canadian National
(West Indies) Steamships Limited, and the budgets for 1956 of Canadian
National Railways and Canadian National (West Indies) Steamships Limited,
tabled this day, be referred to the Sessional Committee on Railways and
Shipping owned, operated and controlled by the government, together with
the following items of estimates for 1956-57:

Vote 454 Prince Edward Island Car Ferry and Terminals
deficit, 1956.

Vote 460 North Sydney-Port Aux Basques Ferry and Terminals
deficit, 1956.

Vote 466 Maritime Freight Rates Act.

Vote 467 Canadian National (West Indies) Steamships Limited
deficit, 1956;

3
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4 SESSIONAL COMMITTEE

and that the resolution passed by the House on January 26, 1956, referring
certain estimates to the Committee of Supply, be rescinded so far as the said
resolution relates to Votes 454, 460, 466 and 467.

THURSDAY, March 15, 1956.

Ordered,~That the name of Mr. Power (Quebec South) be substituted
for that of Mr. Dumas on the said Committee.

Fripay, March 16, 1956.
Ordered,—That the quorum of the said Committee be set at.ten members.

Ordered,—That the said Committee be granted permission to sit while the
House is sitting.
Ordered,—That the said Committee be empowered to print, from day to

day, 1,000 copies in English and 250 copies in French of its minutes of
proceedings and evidence, and that Standing Order 66 be suspended in relation

thereto.

Attest. A\

LEON J. RAYMOND,
Clerk of the House.
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RAILWAYS AND SHIPPING 5

REPORT TO THE HOUSE
Fripay, March 16, 1956.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government, begs leave to present the following as its

@ FIRST REPORT

Your Committee recommends:
1. That its quorum be set at ten members.
2. That it be granted permission to sit while the House is sitting.

3. That it be empowered to print, from day to day, 1,000 copies in
English and 250 copies in French of its minutes of proceedings and evi-
dence, and that Standing Order 66 be suspended in relation thereto.

Respectfully submitted,

HARRY P. CAVERS,
Chairman.

Note: The said report was concurred in by the House on the same date.







©

S

MINUTES OF PROCEEDINGS

House or commMoNs, Room 277,
Fripay, March 16, 1956.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government, met at 10.00 o’clock a.m.

Members present: Messrs. Bell, Byrne, Carrick, Cavers, Churchill, Fulton,
Gillis, Hahn, Hamilton (Notre-Dame-de-Grdce), Hamilton (York West), Hanna,
Knight, Legare, McCulloch (Pictou), Murphy (Westmorland), Power (Quebec
South), Weaver.

The Clerk of the Committee attended to the election of the Chairman.
Mr. McCulloch (Pictou) moved that Mr. H. P. Cavers be nominated.

Mr. Fulton moved that nominations be closed, whereupon the Clerk de-
clared Mr. Cavers elected Chairman.

Upon taking the chair, the chairman thanked the members for the honour
again conferred upon him.

On motion of Mr. Byrne,

Resolved,—That the Committee ask leave to sit while the House is sitting.

On motion of Mr. Weaver,

Resolved,—That the Commlttee recommend that its quorum be set at ten
members.

On motion of Mr. Power (Quebec South),

Resolved,—That the Committee recommend to the House that .it bg author-
ized to print from day to day 1,000 copies in English and 250 copies in French
of its minutes of proceedings and the evidence to be heard.

On motion of Mr. Fulton,

Ordered,—That a report, embodying the recommendation agreed to at this
meeting, be made to the House forthwith.

The Chairman informed the Members that advice had reached him to the .
effect that the President and other officials of Trans-Canada Air Lines would
be in attendance before the Committee on Monday next.

After some discussion, it was agreed that the various reports to be con-
sidered be taken as read and that questions would be asked on the various
points covered in the said reports.

At 10:15 o’clock a.m., on motion of Mr. Weaver, the Committee adjourned
to meet again at 10:00 o’clock a.m., Monday, March 19, 1956.

Room 277,
MonbpAay, March 19, 1956.

The Committee met at 10. 00 o’clock am. The Chairman, Mr. Harry P.
Cavers, presided.

Members present: Messrs. Bell, Byrne, Cavers, Churchill, Follweﬁ, Fulton,
Gillis, Hahn, Hamilton (Notre-Dame-de-Grdce), Hamilton (York West), Hanna,
Harrison, Knight, Langlois (Gaspe), Legare, Lavigne, Murphy (Westmorland),
Weaver.
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In attendance: Right Hon. C. D. Howe, Minister of Trade and Commerce
and of Defence Production, Mr. John Dickey, Parliamentary Assistant, the
following officials of Trans-Canada Air Lines: Mr. G. R. McGregor, President,
Mr. W. S. Harvey, Comptroller, Mr. S. W. Sadler, Auditor of General Accounts,
Mr. R. C. Maclnnis, Director of Public Relations, and Mr. C. P. Edwards,
Director; also, Mr. F. P. Turville, C.A., with Mr. J. D. Morison, C.A. and Mr.
D. T. G. Padley, C.A., of the firm of George A. Touche & Co, Chartered
Accountants, auditors.

The Committee considered the Annual Report of Trans-Canada Air Lines
for the year ending December 31, 1955.
Mr. McGregor was called.

At 12.00 o’clock noon, the Committee took recess.

AFTERNOON SITTING

The Committee met at 3.30 o’clock p.m. The Chairman, Mr. Harry P.
Cavers, presided.

Members present: Messrs. Bell, Byrne, Carrick, Cavers, Churchill, Follwell,
Fulton, Hahn, Hamilton (Notre-Dame-de-Grdce), Hamilton (York West),
Hanna, Harrison, Johnston (Bow River), Knight, Langlois (Gaspe), Lavigne,
Legare, Murphy (Westmorland), St. Laurent (Temiscouata), Weaver.

In attendance: Those listed as in attendance at the morning sitting.

The Committee resumed consideration of the Annual Report of Trans-
Canada Air Lines for the year ending December 31, 1955.

The witness, Mr. McGregor, answered questions asked of him at the
morning sitting, and he filed with the Committee the following:

“Statements showing comparison of passenger load factors concerning
North American Services 1955; also comparison of percentage of noshows to
passengers booked during the years 1954 and 1955; also percentage of oversale
deplanements, Air Traffic Conference Industry and Trans-Canada Air Lines,
1955.”

On motion of Mr. Carrick, it was

Ordered,—That these statements appear as Appendix “A” to today’s report
of printed minutes of proceedings and evidence.

At 6.00 o’clock the Committee took recess.

EVENING SITTING

The Committee met at 8.15 o’clock p.m. The Chairman, Mr. Harry P.
Cavers, presided.

Members present: Messrs. Bell, Byrne, Carrick, Cavers, Churchill, Follwell,
Fulton, Hahn, Hamilton (Notre-Dame-de-Grédce), Hamilton (York W.), Hanna,
Harrison, Knight, Langlois (Gaspé), Lavigne, Légaré, McCulloch (Pictou),
Power (Quebec South), St-Laurent (Témiscouata), Weaver.

In attendance: The Hon. Geo. C. Marler, Minister of Transport, in addition
to those listed as being in attendance at the morning sitting.

The Committee resumed consideration of the Annual Report of Trans-
Canada Air Lines for the yeatr ending December 31, 1955.

e A
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The witness, Mr. McGregor, answered questions asked of him during the
afternoon sitting.

He also tabled a statement concerning Mexico Service 1955 appearing as
Appendix “B” to today’s printed minutes of proceedings and evidence; also, a
statement of comparison of fares in Western Canada appearing as Appendix
“C” to today’s printed minutes of proceedings and evidence; also, statement
re T.C.A.’s recommendations to the Department of Transport for the fiscal year
1956-57, appearing as Appendix “D” to today’s minutes of proceedings and
evidence; also, statement relating to Boarding Passengers in Canada in 1955,
appearing as Appendix “E” to today’s minutes of proceedings and evidence.

Mr. Hamilton (York West), seconded by Mr. Hamilton (Notre-Dame-de-
Grdce), moved: §

“THAT in connection with its consideration of Trans-Canada Air Lines’
report dealing with the volume of traffic available and with the question of
development, and in the light of discussion of the effects thereon of competition,

the Committee should call and question witnesses from other Canadian air
lines.”

The Chairman ruled the said motion out of order on the ground that it
was without the scope of the Order of Reference of the Committee. Whereupon
Mr. Hamilton (York West), seconded by Mr. Hamilton (Notre-Dame-de-Grace),
appealed from the ruling of the Chair. \

On a recorded vote, the Chairman’s ruling was sustained on the following
division: YEAS: Messrs. Byrne, Carrick, Follwell, Hanna, Harrison, Knight,
Langlois (Gaspé), Lavigne, Légaré, McCulloch (Pictou), Power (Quebec South),
St-Laurent (Témiscouata), and Weaver.—13. NAYS: Messrs. Bell, Churchill,
Fulton, Hahn, Hamilton (Notre-Dame-de-Grace), and Hamilton (York
West),—6. '

Mr. Hamilton (York West) moved, seconded by Mr. Fulton,

“THAT in connection with its consideration of that portion of Trans-Canada
Air Lines’ report dealing with the question of the types of aircraft available
for future service, the committee should call and question witnesses from.the
Canadian aircraft industry.”

After discussion thereon, and the question having been put on the proposed
motion of Mr. Hamilton (York West), it was resolved in the negative on the
following recorded division: YEAS: Messrs. Bell, Churchill, Fulton, Hamilton
(Notre-Dame-de-Grdce), Hamilton (York W.),—5. NAYS: Messrs. Byrne,
Carrick, Follwell, Hahn, Hanna, Harrison, Knight, Langlois (Gaspé), Lavigne,
Légaré, McCullogh (Pictou), Power (Quebec South), St-Laurent (Témiscouata),
and Weaver.—14.

The Annual Report of Trans-Canada Air Lines for the year ending
December 31, 1955 was adopted.

The Committee then considered the Operating Budget and the Capital
Budget of Trans-Canada Air Lines, for the year 1956, which were in turn
adopted. ¢ :

The Committee considered the Auditors’ Report to Parliament.

Mr. Turville was called.

The said Auditors’ Report was in turn adopted.

The Chairman, on behalf of the Committee, thanked the officials of Trans-
Canada Air Lines and the officials of George A. Touche & Co. for their valuable
contribution to the work of the Committee.

At 10.25 o’clock p.m., the Committee adjourned to sit again at 10.00
o’clock a.m. Tuesday, March 20, 1956.

Antoine Chassé,
Clerk of the Committee.






EVIDENCE

March 19, 1956
10.00 a.m.

The CHAIRMAN: Gentlemen, I think we have a quorum. I will call the
meeting to order.

Before commencing with any of the proceeding of the committee I wish
to express thanks to Mr. McGregor and his officials for suggesting that the
members of the committee take a tour of the St. Lawrence and Great Lakes
seaway project from below Iroquois up to Montreal and back to Ottawa. We
had hoped that a tour of this kind might have been arranged during the
time of the hearings of the proceedings of our meeting, but it has been
impossible to arrange for a plane. However, I hope with the cooperation of
this committee and the help of the members and executives of the T.C.A. that
we will be able to take this tour later in the year and have an opportunity of
seeing the seaway project from the air.. We are grateful to the executive for
arranging this.

- We are pleased to have here today the minister, Right Hon. C. D. Howe,
who is responsible for the operation of Trans-Canada Air Lines and reports

to the House of Commons with regard to this enterprise.

We are also pleased to have here with us today Mr. G. R. McGregor, pres-
ident of Trans-Canada Air Lines, and with him as his associates Mr. W. S.
Harvey, comptroller, Mr. E. MacInnis, in charge of public relations, Mr. Turville,
and other officials of the Trans-Canada Air Lines.

Having regard to the situation, at our organization meeting on Friday, it
was decided that the president would not be called upon to read the report of
Trans-Canada Air Lines and I am going to ask, if the committee are agree-
able, that the report be taken as read and printed as part of the minutes.

We will commence at page 3 and consider any questions which might be
asked.

Mr. Kn1gHT: Mr. Chairman, I have not read the report and I did a little
thinking about this matter of having it read. I personally, in spite of the
agreement, was in favour of having the report read, but since there was a
general agreement I will not press it. However, before the report of the C.N.R.
comes up, which is more involved, we might give consideration in respect to
that later.

The CHAIRMAN: The committee will consider the matter and I am in the

- hands of the committee in that respect.

Is it agreeable that the report be accepted as read?
Agreed.

MoNTREAL, February 29, 1956
To The Right Honourable,
The Minister of Trade and Commerce, Ottawa.
Sir:
The Board of Directors submit the Annual Report of the Trans-Canada
Air Lines system for the calendar year 1955.

The provision of a high standard of air transportation and the maintenance
of a sound financial position continued to be the primary objectives of the
Company.

11
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The year proved successful in most respects. Traffic volume and tran-
sportation revenues attained new record levels, and the period was one of
dependable and efficient operations. Perhaps most significant was the intro-
duction for the second successive year of a new aircraft type that made possible
the provision of a still better transportation product to the public in the form
of faster schedules, more travel comfort, and a substantial increase in available
accommodation. The airline was the first in North America to buy and place
in service turbine-propeller aircraft.

The Company carried the heaviest passenger, cargo and mail loads in its
history as it participated in the growing economic strength of Canada and,
at the same time, contributed to the national development. As planned, the
increase in airline capacity was even greater than the increase in volume of
business.

For the year’s operation, TCA recorded a financial surplus of $190,095.
It was a matter of some satisfaction that this was the fifth successive year
in which a surplus was realized. 3

At the same time, the Company was acutely aware of the narrow margin
between revenues and expenses that continue to be a general problem at the
present stage of development of the air transportation industry. Market expan-
sion and operating efficiency remained basic necessities.

The Year in Brief
1955 1954

INel AHCODEe L, (o o E aatin s 5u s e b $ 190,095 $ 496,146
Passengers Cartied . .55 40 o0 i 1,682,195 1,438,349
Passenger Miles Flown ............. 969,392,395 852,475,532
Commodity Ton Miles .............. 12,175,433 10,192,705
Nl Won IMekes 2 st L e 7,704,144 6,942,299
Revenue Ton Miles ................. 116,706,465 102,305,202
Available Ton Miles ................ 202,176,930 158,093,399
Route NEICALE w5 s 5 0 o oits oo st ot 23,714 24,016
Aidreraft Miles FIown, s v vie e o itniodiels 36,246,607 32,327,405

Financial Review

There follows a tabulation of the 1955 operating results compared with |
those of 1954:

1955 1954 Increase or

(Decrease)

Operating Revenues ....... $77,428,254 $68,764,252 $8,664,002
Operating Expenses ........ 76,770,922 67,731,512 9,039,410
Operating Income .......... $ 657,332 $ 1,032,740 $ (375,408)
Non-Operating Income — Net 528,366 257,242 271,124
$ 1,185,698 $ 1,289,982 $ (104,284)

Interest Expense ........... 995,603 793,836 201,767
3,1 = e 59750325 (= SR AR St AR $ 190,095 $ 496,146 $ (306,051)

The Company’s earning ability continued to grow, with gross revenues
exceeding those of the previous year by 12:69. Passenger traffic, the back-
bone of airline business, accounted for $61,105,243, an increase of 15%. At
the same time, freight and express revenues showed strength, amounting to"
$3,352,493 and $1,929,598 respectively, a combined increase of 309%. Revenue
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from the carriage of mail totalled $8,297,605, a decrease of 1%, in spite of an
119, rise in volume. Mail revenue represented less than 119, of aggregate
revenues, the lowest proportion in the Company’s history.

Due in large measure to service improvements and in particular to the
increased aircraft mileage flown and the expenses associated with the intro-
duction of new aircraft, operating expenses rose by 13:39. Other factors
were the rising prices of labour and of many of the materials and supplies
required for the operation of an airline. The Company’s payroll totalled
$34,509,686 for 1955 and this represented 459% of operating expenses.

By taking advantage of the greater traffic volume, by introducing more
efficient aircraft, and by improving staff performance, it was, however, possible
to reduce unit costs per available ton mile.

Indicative of the airline’s growth and the long-range equipment program,
capital expenditures in 1955 totalled $15,200,000 and commitments for the
acquisition of aircraft during the next two years approximated.$15,500,000 at
December 31st. This obligation for the future is partially offset by progress
payments of $4,000,000. Included in the Property and Equipment expenditures
for the year was an amount of $10,200,000 as the balance of payment on
thirteen Viscounts, including spares, delivered during the year, and $2,300,000
initial instalment on the purchase of additional flight equipment.

Financing of this fleet expansion required further loans from the Canadian
National Railways of $10,400,000 and at year end these borrowings totalled
$13,500,000.

The airline did not have a tax liability for 1955 due to the inclusion in

income of items taxed in prior years.

Operations and Traffic Review .
In almost every phase of its activities the Company showed steady growth
as indicated in the following statistical comparisons:

1955 1954 Per Cent Increase
Total Aircraft Miles Flown 36,246,607 32,327,405 12
Passengers Carried ...... : 1,682,195 1,438,349 17
Passenger Miles Flown .. 969,392,395 852,475,532 14
Available Seat Miles .... 1,380,919,409 1,179,624,399 17
Mail Ton Miles ........% 7,704,144 6,942,299 T
Air Freight Ton Miles . ... 9,951,059 8,345,258 19
Air Express Ton Miles .. 2,16% 137, 1,787,000 21
Revenue Ton Miles Flown 116,706,465 102,305,202 14
Ton Miles Available .... 202,176,930 158,093,399 28

Expansion of Service

The airline made available 289 more ton miles and 17% more seat miles
in 1955 than in the previous year.

Six trans-continental passenger flights were schedul.ed dai.ly during the
months of peak traffic, four first-class and two on a tour1st' ]?a51s. A seventh
flight operated between eastern Canada 'and Alberta cities. The Super
Constellations provided an ‘“‘express” service between 'Va_ncouver 'and the
eastern terminals, with an intermediate stop only _at er.npe.gé while otherv
flights served a number of cities to ensure a wide a_vallablht.y of . trams-
continental air transportation. There was also a general increase in frequency
of flights on the shorter inter-city routes. . ]

On April 1st, TCA introduced Vickers Yiscount a1rcraf't of the turbine-
propeller type between Montreal and Winnipeg. On April 4th, they were
extended to the United States on the Toropto—New York route and by November
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1st were serving fourteen cities and flying trans-continentally between Montreal
and Vancouver. Passenger reaction to the new type of aircraft was enthusiastic
and Viscount load factors were uniformly high throughout the year.

During the summer, TCA operated Super Constellations across the

Atlantic eight times weekly, this schedule being reduced to six weekly flights
in the winter months. Conversely, service to Florida, Bermuda and the Carib-
bean was more frequent during the latter season. In May, Super Constellation
equipment was withdrawn from the southern routes and North Stars used
exclusively.

The Company expanded its services along the St. Lawrence valley and in
Northern Quebec and Ontario following a major route exchange negotiated
with Canadian Pacific Airlines and approved by the Canadian aeronautical
authorities. Under the terms of the agreement, TCA relinquished its operation
between Toronto and Mexico City, receiving in return the right to operate
the routes previously held by CPA to Quebec City, Saguenay, Seven Islands,
Val d’Or, Rouyn/Noranda and Earlton. This permitted the inclusion of the
latter communities in the national route pattern. Also service was provided
between Quebec City and the Maritime provinces for the first time. The route
exchange became effective on November 1st.

Following construction of a new airport at Timmins, service began to that
community on April 1st, with the airline simultaneously suspending its opera-
tions to Porquis Junction. This had the effect of moving the air service closer
to the larger centres of population in that area of northern Ontario.

The airline’s operations were again conducted with a high degree of
reliability, over 96% of all schedule mileage being completed.

Passenger Traffic

In carrying 1,682,195 passengers, an increase of 179, the airline established
a new traffic record and maintained the steady upward trend of air travel
popularity. During the year, TCA transported its ten millionth passenger.
There was an increase of 14% in passenger miles flown, these amounting to
969,392,395, another new Company high. In the past ten years the passenger
traffic has multiplied ninefold, and more passenger miles were flown in 1955
than during the first eleven years of the Company’s life. General prosperity
and an aggressive merchandising programme contributed to the traffic growth.

No basic changes were made in the Company’s fare structure in 1955.
Since 1947 there has been an overall decrease in the average passenger fare.
This has been in marked contrast to the rising.consumer price index, as
illustrated on page 18, and air travel can in no sense be regarded today as an
. expensive means of transportation. Its price has become increasingly competi-
tive with that of surface transportation, particularly since the introduction of
tourist services which, in 1955, accounted for 329 of all TCA passenger traffic.
Also, in the past year the Company extended tourist fares to its southern
services and applied to the Atlantic the family fare rates that have proven
so popular on the North American routes.

The volume of passenger traffic on the overseas services was gratifying.
TCA’s North Atlantic load factor was among the highest of the twelve com-
peting airlines, and there was a modest increase in travel to Bermuda and
Caribbean points.

It continued to be the case that most routes were subject to marked
seasonal fluctuations in traffic volume.

Mail Traffic

Mail also was carried in greater volume, the Company flying a total of
7,704,144 ton miles, a rise of 119%. Increased flight schedules in many instances

_;L;‘.;.A.;‘z;.m& ARShCE L
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expedited mail transportation. Since the Post Office Department pioneered
the “all-up” carriage of mail in 1948, Canada has enjoyed one of the swiftest
postal delivery services in the world. It is of interest that a similar large-
scale air carriage of first-class mail on an experimental basis got underway
in the United States during the past year.

Under the terms of the Company’s domestic mail contract, which calls for
lower unit payments as traffic volume increases, the airline received 39 more
revenue than in 1954, but mail pay per ton mile dropped from $1-03 to 96
cents. This downward trend, as shown in the chart on page 10 has been
constant since 1946 when TCA received $3°12 a mail ton mile.

Mail traffic on the North Atlantic was up 13%, but revenue down 12%
due to the application of reduced rates. Mail volume on the southern services
was small.

Commodity Traffic

There was a healthy increase in commodity traffic, ton miles totalling
12,175,433. The growth of air freight was vigorous, 1955 loads being 19%
above those of 1954. Air express ton miles increased by 21%.

TCA provided extensive facilities for air shipment. Not only was cargo
carried on the more than 150 daily scheduled flights, but the scheduled all-cargo
se;‘vice, which previously terminated at Winnipeg, was extended to Vancouver
with the substitution of North Stars for Bristol Freighter aircraft as planned.
As the converted North Stars were able to provide a better and more economical
service than the Company’s three Bristol Freighters, the latter were sold,
together with the single DC-3 cargo liner.

The trans-continental all-cargo service was operated five nights weekly,
Mond_ay through Friday, and although loads by no means approached available
carrying capacity, it was hoped that the existence of this facility would
encourage more shipments by air in the future.

The movement of air cargo, both within Canada and on the overseas
services, unfortunately remained strongly directional.

Even so, TCA’s carriage of trans-Atlantic air freight was large, exceeding
that of all other airlines serving the Montreal gateway.

There was a decrease in air freight traffic on the Caribbean service.
Property and Equipment

Thirteen new aircraft were acquired and four aircraft sold for a net
increase of nine. At year end the Company’s fleet consisted of: 7 Super
Constellations, 14 Viscounts, 22 North Stars and 26 DC-3’s. The number of
installed aircraft seats rose to 2,600, representing an increase of 90% in the
past five years. Few airlines in the world are today as well equipped as TCA
with aircraft for the specific types of operation required. The fact that the
fleet performed throughout 1955 with a high degree of efficiency can be
attributed to thorough maintenance and overhaul practices and the quality of
the airline’s technical staff.

Particularly satisfying was the performance of the Viscounts. Normally
it can be expected that a new type of aircraft will present some operating
problems when first introduced to service. The Viscounts, however, produced
few such difficulties and showed promise of giving reliable, popular and economic
service, summer and winter, for many years. From both the operations and
traffic viewpoints, they proved ideal medium-range aircraft.

Prior to commencement of scheduled Viscount service, an extensive public
demonstration programme was conducted in Canada and the United States.
Many thousands of persons were introduced to the new aircraft and there was
widespread press, radio and television interest. Large space advertising
supported this introductory programme.
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Three North Stars were converted to freight carriers, each capable of
carrying nine tons of goods.

A number of passenger-carrying North Stars were modified to provide
increased seating accommodation for the tourist services. The conversion
programme is continuing.

At Winnipeg, the Company. constructed a new and commodious stores
building for the efficient handling of the airline’s materials and supplies.

A modern engine test house was also built at Winnipeg, incorporating the
first airline-operated test cell in North America for turbine-propeller engines.

New ticket offices were opened at Calgary, Ottawa, Chicoutimi, Seven
Islands, Moncton and Saint John. In a number of cities, existing offices were
enlarged and renovated for the better handling of the increased passenger
traffic. Telephone answering facilities were further expanded to ensure rapid
reservations service. :

TCA’s overhaul of RCAF aircraft at Winnipeg was concluded in July,
following decision of the Air Force to reassume responsibility for that work.
Of the 666 employees who had been hired on a temporary basis for the defence
contract work, 352 were ultimately absorbed into the airline’s organization on
a permanent basis. \
Airport and Airway Facilities

Important improvements to Canada’s airports and airways were made by
the Department of Transport in 1955. Major runway extensions were either
undertaken or completed at Calgary, Saskatoon, Winnipeg, the Lakehead,
Windsor, London, Timmins, Toronto, Fredericton and Gander. All of these
were beneficial to airline operations.

High intensity and medium intensity approach lighting was installed at
a number of additional airports. Further progress was made in the installation
of very high frequency radio-range facilities. A radar ground control approach
unit was placed at Gander and plans formulated for a number of future instal-
lations of this type elsewhere in Canada. All of these new facilities are
calculated to improve flying regularity. .

New terminal buildings of modern design were constructed at Calgary,
Saskatoon, Sudbury and Timmins. A sizable extension was added to the Ottawa
terminal building and work began on a badly needed Montreal airport terminal
to serve both domestic and international flights. Inadequate passenger and
cargo handling facilities remain a probiem of the first urgency at many
Canadian airports, but the past year did see significant progress.

TCA and the Department of Transport continued the cooperative and
constructive relationship that has marked their association since the initial
planning of a trans-Canada airway.

Routes

At the close of the year, TCA was operating on 23,714 miles of air routes
in Canada and to the United States, the British Isles, continental Europe, Ber-
muda and the Caribbean area. The airline, which began in 1937 with an initial
route of 122 miles, has grown into one of the world’s foremost air transport
organizations, serving Canada’s needs both at home and abroad. The scope
of the Company’s operations can be seen in the route map on pages 14 and 15.

TCA has from the outset recognized a responsibility to provide a balanced
service to Canadian communities both small and large. In 1955, the Company
operated to twelve cities having metropolitan populations of between 25,000
and 100,000, and fifteen cities of less than 25,000 population. Few of the
continent’s scheduled airlines provide service to such a high proportion of
communities having a relatively small traffic. potential.
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Personnel

The airline’s staff numbered 8,503 at year end. This was an increase of 6
per cent, comparing favourably with the 28 per cent increase in the airline’s
output measured in available ton miles. The TCA employee body, although
consisting largely of young men and women, is experienced and able. At
December 31st, 446 employees had been with the Company over fifteen years;
another 1,233 had completed ten years of service; and an additional 2,010 had
served the airline over five years. The level of technical and other specialized
skills remained high.

The Company’s extensive program of personnel development was continued,
including the initial indoctrination of new staff, on-the-job training, technical
instruction, and management training.

Harmonious relations continued between the Company and its organized
labour groups. :

Development

The continued expansion of air transportation throughout the world seems
assured and particularly should this be the case in a country of increasing wealth
and of the geographic immensity of Canada.

The airline will undertake further service expansion in 1956. For the most
part, this will take the form of greater flight frequency, with no major route
additions being contemplated at present. The delivery of more aircraft will
permit a substantial increase in available accommodation for all types of traffic.
The cost of the new equipment to enter service in 1956 will be $8,250,000.

During the past year, TCA extended its equipment planning even further
into the future to keep step with the increasing time intervals between airline
orders and manufacturers’ deliveries of the new aircraft types. Detailed investi-
gation is continuing into the technical potentialities of both the larger turbine-
propeller and jet aircraft now being developed. The most skilled analysis by
the Company’s technical staff is called: for in this time of rapid advances in
power-plant design and soaring prices of flight equipment.

In this regard, the airline’s experience with the Viscounts will be invaluable
to it when new types of turbine-powered aircraft are added to the fleet. TCA is

today one of the two North American airlines having operational familiarity
with turbine-propeller equipment.

In addition to the eleven Viscounts on order as of December 31st, an order
for a further eleven aircraft has now been placed. This will bring the Company’s
Viscount fleet to thirty-six by the spring of 1958. They will be progressively
extended to more medium-range domestic routes. In addition, two more Super
Constellations will be placed in service this year, strengthening both trans-
continental and Atlantic services.

The financial outlook justifies some concern. The relatively high cost of
air transport operations in Canada and the mounting price of both labour and
equipment is giving rise to a problem of some magnitude. The airline will
endeavour, as in the past, to secure maximum efficiency of both staff and equip-

ment and to take advantage of the economies inherent in the greater traffic
volume. :

720256—2
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In aircraft, personnel, experience and planning, the Company is ready to
meet the challenge and the opportunities of the future. It will strive to maintain
the high operating standards that have won its good reputation.

For the accomplishments of the year, credit is due to the loyalty and per-
formance of the men and women of TCA, and the Board of Directors take this
opportunity of expressing their appreciation.

For the Directors:

(Signed) G.-R. McGregor,
President.
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BALANCE SHEET

At December 31st, 1955

ASSETS
Current Assets—

5o B R N ol SRS R e R R S R E R, $ 1,107,940
[ R R Rl RS O LR R o o 46,786
SDECIR] AODORIS . it v b i v b AR ety i R R PP 24,013
Accounts receivable—

Government'of Canada. . ...cv.oiiviivian.vve k. 1640173

Traffic balances from other air lines 1,495,616

YN0 v e 0 Y B L S e T T o e 1,268,180

ApERbE s N T e R S , 644

(617 1 G S ST S Ll e S e e e 1,289,334

—_ 6,225,045
Maternlg aid STppHeR L T i o A s, Lo e s 7,500,155
Other cOTrent ABSOLE . 2 st tau s b oo aiam dss oo by WP s s 350 oy 174,002
- $15,078,841
Tisurance Fand - taa Ths s Gy KR SO I oS e 6,000,000
Capital Assets—
Property and equipment..............ooiiiia. $68, 220,975
Less: Acerued depreciation...............covciuee.. 31,513,964
: $26, 707,011
Progress payments on purchase of aireraft.......... 4,006,363
———— 40,713,374

$61,792,215

Current Liabilities—
A eenUnts payable, b s suts s ST Al F § et I $ 4,042,687
Traffic balances payable to other air lines...................... 2,409,197

Air travel plan deposits 1,257,150
HalartoSahe] Waphs: ol Trltas. T oo Thes e Th5 b s s 14 & i da s 1,146,457
FRORaI TranapOTtREION LTy e WIS v S s s s S5 st & & iame s ¥, 510 Sy 2,176,862
Other current liabilities 180,797

$12,113,150

Loans and Debenture—Canadian National Railways

Netegrpayablo 0 . ol L N ae T L PR R S $13,500, 000
Debenture, 3-7/8% maturing January 1st, 1973...... 20, 000, 000
— 33,500,000
Reserves—
Insurance
Overhaul
6,468,266
Capital Stock—
Common stock—
Authorized 250,000 shares par value $100 per share
Tssued 50,000 shares; fully paid... .o viiiiitnsiesvioin 5,000,000
Surplus—
Surplus; danuaty 166, 1960¢ ¢ i a3 e e S Do $ 3,819,119
Nébingome, year 19500 e St 5 sie Ak g 190, 095
Refund on prior years’ Federal income tax.......... 228,174
Adjustment of 1954 appropriation for Insurance
T kA AR L A AR S i P e Bl B IR e 473,411
Surplus, December 31st, 1955.............. Uk, s i § gL 4,710,799

861,792,215

W.S. HARVEY,
Comptroller.

CERTIFICATE OF AUDITORS

We have examined the books and records of the Trans-Canada Air Lines for the year ended 31st December, 1955,
and, in our opinion, proper books of account have been kept by the Air Lines.

The above balance sheet and the relative statement of income are prepared on a basis consistent with that of the
preceding year, and are, in our opinion, properly drawn up so as to give a true and fair view of the state of the Air Lines’
affairs at 81st December, 1955, and of the income and expense for the year according to the best of our information and
the explanations given to us, and as shown by the books of the Air Lines.

The transactions of the Air Lines that have come under our notice have, in our opinion, been within the powers

of the Air Lines.

We are reporting to Parliament in respect of our annual audit.

(Signed) GEORGE A. TOUCHE & CO.
i Chartered Accountants.

ONIddIHS ANV SAVMIIVY

6T
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STATEMENT OF INCOME

Operating Revenues: 1955 1954
Pas;enger ................................ $61,105,243 $53,123,868
Mall .................................... 8,297,605 8,371,344
Adr Express and Freight s i uvas i abaks 5,436,802 4,220,672
ERCOSS BASERIE L5, . i G S S S 579,108 484,841
(51 T R e e ARSI O NS T S pei 334,057 250,307
Incidental Services—Net ........veceneen 1,675,439 2,313,220

2 | e G LI P Bend e e e e $77,428,254 $68,764,252

Operating Expenses:

FHEBL OPerations: s .us % s wniaiae co s s e $16,749,503 $14,614,919
Ground Operations s il Bl s asice e sile 12,807,609 11,008,253
MATREORANCE . 2 & 1 2% sl fhare /s b & e sl ks o5 6 5 21,656,662 19,346,433

1D 71125 1A s 1 PR et SE e A e SR AREe R 4,308,467 3,883,838

I ASSETIEOT SOTVIC0 5 s cd et v a s e as o o v i 4,682,401 4,031,000
Sales and Reservation Service ............. 10,191,730 8,975,232
Advertising and Publicity ................ 2,186,660 1,830,414
General and Administrative .............. 4,187,890 4,041,423

() vy | e SR B T ST St g S A T A $76,770,922 $67,731,512
ODerating Taeone. Ly s Ths - - g s o sate $+ 657,332 $ 1,032,740
Non-Operating Income—Net ............ 528,366 257,242

$ 1,185,698 $ 1,289,982

Intorest. FXDENISer .. ol oiie s S0 63 Satst wioilie a1 995,603 793,836
NEE TNEOTIR Lol bt sre &5 B o0 M o TR Bt s &R fock o9 $ 190,095 $ 496,146

The CHAIRMAN: We will now come to page 3 of the report, the letter dated

February 29, 1956, addressed to the Right Hon. the Minister of Trade and
Commerce, Ottawa. 4

Mr. HauN: Mr. McGregor, I notice we have here a reported financial
surplus of $190,095. With the volume of traffic which the T.C.A, carries, how
would that compare, let us say, with Canadian Pacific Air Lines or Trans-
World Airlines or some of these other airlines?

Mr. McGREGOR: It is a very much smaller percentage of net on the gross
business done than in the case of a large United States carrier. I cannot com-
ment on a comparison with Canadian Pacific Air Lines; their financial reports
are incorporated in the Canadian Pacific Railway report, and I do not know
what their revenues are.

Mr. HauN: Do you know of any way we could get those figures to compare
with let us say an area with a similar population in Australia or some place
like that?

Mr. McGrecor: There may be information in the Air Transport Board
"~ which would permit that comparison. I do not have it.

The CHAIRMAN: Is it not due to the fact that you have a more stringent
operation on the ground? I was in conversation with a person the other
day and he said the reason that the net surplus was probably not as high
as on privately owned ‘lines in the United States was that  Trans-Canada
were much more careful on the examination and review of their engines
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and planes while on the ground in different ports, and much more careful
and did a better job in so far as machanics were concerned than some of the
larger airlines in the United States.

Mr. McGREGOR: I think, Mr. Chairman, all the large scheduled airlines
are extremely meticulous about maintenance operations and I think the
difference is largely one of volume. Such airlines as American and United
are about four times the size of T.C.A. in domestic operations and gather
the benefits of increased efficiency which goes with increased volume in the
matter of maintenance. Another thing which has affected the 1955 reports
is that there has been a heavy expense associated with introducting a new fleet
of aircraft which is always an expensive matter in the training of both
air and ground personnel.

Mr. HauN: How would this profit compare with last year?
Mr. McGREGOR: Smaller as a percentage.
Mr. HaHN: You could not give us the proportion?

Mr. McGREGOR: Yes, we could work it out in a moment. The gross revenues
are up some eight and a half millions over last year.

Mr. HauN: Perhaps we should leave that until later.

Mr. FuLton: You have a comment on page 3 and you say, “As planned,
the increase in airline capacity was even greater than the increase in volume

of business.” Was that in absolute terms or percentage terms, and how would
that compare in percentage terms?

Mr. McGreGor: This first page as I say is simply a synopsis of what fol-
lows on the other pages.

Mr. Furton: What about this one on the followmg page? It seems to go
along with that. Is that answered later?

Mr. McGREGOR: Yes.

Page 3 agreed to.

The CrAIRMAN: Page 4 “The Year in Brief”.

t1\§r HauN: The route mileage, I see, is down 302 miles. Did we deduct some
route

Mr. McGREGOR: Yes. The major reason for that was the exchange with
Canadian Pacific Air Lines of the Mexico route, which was a long one for a

somewhat shorter route mileage with respect to Quebec, Seven Islands, Val
d’Or, Rouyn and so on.

Mr. Kn1cHT: Is that southern route outside the country while what you
got from C.P.A. was inside the country?

Mr. McGREGOR: Yes.
Mr. FoLLwELL: Why was the change made?

Mr. McGreGor: It was one of these things which seemed to meet the
requirements of all concerned. Canadian Pacific +Air Lines were operating a
service isolated from their maintenance base in Vancouver and their aircraft
had to ke ferried out to their maintenance base. It tied in very closely with our
operation east of Montreal to the maritimes and they also operated from
Mexico to Vancouver so the Mexico-Toronto operation fitted in with their
plans and the suggestion was made they might apply to the Air Transport
Board to make that change. They studied it and decided it would be finan-
cially sound from their standpoint and an application was made for that route
and it has been approved.

Mr. Haun: We note you have an increase in passengers carried and in
passenger miles flown and a decrease in the route mileage and that net income
is down by some $306,000 as compared with 1954.



22 SESSIONAL COMMITTEE

Now, as I understood the earlier part of your explanation, it was that new
aircraft and so on were -purchased and that entered into this picture of the
breakdown in the net income. Would that not be taken care of on depreciation,
and if not what proportion of it came in as new capital?

Mr. McGRreGOR: The purchase of the new aircraft is a capitalized charge
and depreciation begins when the aircraft goes into service. My reference to
the additional expense was additional operating expense associated with train-
ing personnel to operate the aircraft.

The CHAIRMAN: Are there any further questions on page 4?

Mr. HamirtoN (York West): In connection with this net income of
$190,000, I see that is very close to the estimated $200,000 which you had in
your operating budget for last year. On the other hand your budget for last
year showed a non-operating expense net $640,000 which was a reduction in
your budget. Can you explain the difference between the two?

Mr. MeGrEGOR: Yes, but I would like to go into this matter fully when we
' come to it if we may, Mr. Hamilton.

Mr. HamiLToN (York West): That will be fine, Mr. Chairman.

The CaarrMAN: I think that question could probably be answered when
we come to the next page, page 5.

Mr. HaMiLToN (York West): Fine. May I continue then with questions
having to do with page 3 and the next page. I understand, as an example, that
Northwest Airlines makes about $3 million on a $62 million gross, or there-
abouts. Now is the discrepancy between the earning of an airline company
like that and Trans-Canada reflected entirely in the observation of the chair-
man that there is a great deal more money spent on maintenance by T.C.A.

Mr. McGrecor: I don’t think that is entirely so. In fact I don’t know
how Northwest maintenance costs compare with our own, but I think they may
be of the same order. In the case of the Northwest fleet, a high proportion of
the aircraft are fully depreciated. In our case, due to acquisition of 13 Viscounts' -
in 1955 and the recent introduction of seven Super-Constellations a high pro-
portion of our fleet is under active depreciation. I think that would be a
major contributory cause, though not the only one. Our fuel costs run about
30 per cent higher than those of American operators and fuel costs, of course,
represent a major item of expense to airline operation.

Mr. HamirntoNn (York West): The fuel costs are higher but how do your 3

wage rates compare?
Mr. McGRrEGOR: They are somewhat lower.
Mr. HamiLToN (York West): Would they compensate for the increase in
fuel costs? Would your wage rates differential bring expenses about even‘?
Mr. McGrecor: No.
Mr. Havarton (York West): How far would it be from being even?

Mr. McGreGoR: I should think that the differential in wages would not
account for more than one third of the difference in fuel costs.

Mr. Hamiton (York West): In previous years you have not “been up

against this depreciation problem—you had your DC-3’s and North Stars
written off, but nevertheless you did not make that much money.

Mr. McGreGor: That is correct.

Mr. HamiLtoN (York West): Is there ariy reason for that in addition to
the cost of fuel?

Mr. McGreGor: We probably spend more money per ton mile on' the
services associated with the operation of airports. It is not a large item but our
landing fees tend to be higher. It is a very difficult comparison to make because -
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the charges vary widely with different circumstances in the United States. The
cost of air field operations due to weather conditions particularly in the spring
and autumn months in Canada are very much more of a factor in the operating
budget than would apply over most of the United States routes, although it is
true that Northwest operates over a northern route too.

Mr. HaMILTON (York West): As far as maintenance itself is concerned I
assume that both yourselves and, for example, a company such as Northwest
are bound by a fairly rigid set-up of government transport rules?

Mr. McGREGOR: Yes but I think that in the case of T.C.A. at least, its own
operating regulations for maintenance are even stiffer than are required by
government authorities in other countries.

Mr. HaMmILTON (York West): But in the ordinary course of events there
is a fairly stiff minimum standard by which any company would be ruled?

Mr. McGREGOR: Yes.

Mr. Hamivton (York West): I think you said something a little earlier
to the effect that Northwest would have its fleet written off, and that this might
assist them in their net operating picture. Their aircraft would be as modern
as those held by T.C.A., would they not?

Mr. McGREGOR: No. So far as I know the most recent purchase of aircraft
by Northwest consisted of Boeing Stratocruisers about six years ago.

Mr. Haminton (York West): How would they compare with the fleet you
had, let us say, last year?

Mr. McGreGgor: They are very much older.

Mr. HamiLtoN (York West): Older than your last year’s fleet?

Mr. McGREGOR: As I say, we had 14 Viscounts—they are the most modern
aircraft in use—and seven Super-Constellations which are among the most
modern long range aircraft in use.

Mr. HamintoN (York West): That is still not the majority of your fleet.

Mr. McGreGor: Dollar-wise it is.

Mr. HamiLtoN (York West): But you have a larger number of older
aircraft than you have modern craft?

Mr.  McGREGOR: Yes, but the capital investment per old aircraft is very
much less than on the new ones.

Mr. HaMILTON (York West): Yes, but the Northwest fleet—and I am dealing

with the type of aireraft you just mentioned—would be more modern than the
old type of aircraft which you have?

Mr. McGREGOR: About the same as the North Stars. I believe they have

DC-3’s and DC-4’s and Stratocruisers which are contemporary with the North
Star.

Mr. HamintoN (York West): With regard to the number of passengers
carrled could you give us any general statistics of load factor.

Mr. McGrecor: The load factor is quoted later on—on the next page, I
believe.

Mr. HamiLToN (York West): That applies to your commodity load factor
as well?

Mr. McGrEGOR: They are both given separately.

Mr. Haminton (Notre-Dame-de-Grace): A few moments ago, Mr. Chair-
man, we were discussing comparative costs of operation in general as between
Canada and the United States. I was wondering whether Mr. McGregor would
like to comment on the question of Canadian taxation and its effect on the
operation of his airline in the light of the situation in the United States. I ask
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that question because I was interested to see the company’s submission to the
Gordon commission when considerable importance was arraigned to this factor.
Is it one of the problems which face a Canadian airline in keeping down its
costs and entering into a competitive position?

Mr. McGRrEGOR: Taxation against airline operation in 1955 was $1,600,000,
Mr. Hamilton. I think that is probably higher than would be borne by a
scheduled operation in the United States. A good deal of that is associated with
the sales tax which is applied to equipment which is used domestically in the
case of T.C.A. and C.P.A. It does not apply to aircraft designated to overseas
operation.

Our landing expenses are generally higher than elsewhere and I think per-
haps reasonably because the operation of airfields under Canadian conditions is
generally more expensive; and again the flight frequency is not as high as it
would be in many of the major cities in the United States. But, as I say,
$1,600,000 is a substantial amount of money particularly in regard to the net
_revenue.

Mr. Hamirton (Notre-Dame-de-Grdce): I would like to arrive at some
actual basis for comparison. You mention, for example, landing fees and say
they may be related to the cost of the operation of airfields. I notice that in
your statement to the Gordon Commission you pointed out that United Air
Lines would pay $4.65 for landing an aircraft of a weight comparable to the
North Star, but that you have in Canada to pay $19.90 for landing a North
Star. Would that, taken together with your earlier remarks, lead me to believe
that it is more than four times as expensive to operate an airfield in Canada
as it is in the United States?

Mr. McGreGor: No, I don’t think so, Mr. Hamilton. Nor is that example
quoted in the brief placed before the Gordon Commission entirely representa-
tive of the relationship. It is difficult to compare the two sets of circumstances
because the landing fees charged by type of aircraft vary widely between one
airfield and another in the United States. Idlewild in New York, for instance
imposes higher fees than are charged on comparable Canadian routes. At many
other points the fee paid by an airline is a function of the frequency of their
operation into any one field.

I can give you some representative figures of various types of aircraft and
the fees charged that may-illustrate that point. For instance, landing a DC-3
at Canadian points across the system operated by the Department of Transport
costs $3.30. In Boston the charge is $4.10; in Cleveland it varies between $5
and $2.71 depending on the frequency of landings; in Chicago it varies between
$7.37 and $2.89. So members of the committee will see that it is difficult to
draw a general comparision. If we take the case of the Viscount the Canadian
rate is '$12; the highest American rate—excluding Idlewild—is just over $8
and goes down as low as $4 in the case of a high frequency operation. But the
fee at Idlewild is $16.50. In the case of North Stars, which may be compared
directly with the DC-4’s in the matter of weight and which are not far off the
weight of the DC-6’s, the Canadian rate is $19.60 and the highest American
rate—again excluding Idlewild—is $10, with the exception of San Francisco.
The Canadian rate for Super-Constellations is $33.25 and the highest' American
rate—again excluding Odlewild—is $21 at San Francisco.

" Mr. Hamanton (Notre-Dame-de-Grédce): So you would be quite prepared
to stand by your submission to the Gordon commission in which you said that
landing fees payable by Canadian airlines were among the highest in the world
and, specifically, higher than in the United States? g

Mr. McGRrEGOR: Yes, taking everything by and large I think it would per-
haps be fair to say that something like double is the average.
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Mr. Hamruton (Notre-Dame-de-Grdce): Would you be hopeful that there
will be some reduction in those landing fees shortly?

Mr. McGRrEGOR: From the standpoint of the airline’s operation I would be
hopeful; from the standpoint of the economics of operating airports I would
be pleasantly surprised if reductions could be made.

Mr. HaeN: I was wondering, Mr. Chairman—if we are going to bring in
the Royal Commission’s report for discussion—whether we shall be studying
it here at the same time as we consider the other reports.

The CHAIRMAN: I think the report was only brought in as an aside to the
questions that was asked. I don’t think we could allow a general discussion on
the Gordon commission because that is dealing with another aspect of the
matter.

Mr. Haun: We are privileged to make reference to it.

The CHAIRMAN: Yes, as explanatory of some point, or of any matter that
is to be discussed. But I do not think that it is the purpose of this committee
to review all of the individual evidence submitted by the T.C.A. to the Gordon
commission.

Mr. HauN: You will probably find that you will have the whole report
discussed.

Mr. Haminton (Notre-Dame-de-Gréace): Perhaps I should have asked Mr.
McGregor the guestions on my own authority; but then I would have had to
dig up the information myself. Perhaps Mr. McGregor would also comment on
the question of hangar space and things of that type. Are those charges com-
paratively high here in Canada? !

Mr. McGreGor: No. The.hangar charges are comparatively low. We rent
hangar accommodation in many centres. At others, such as Toronto, Montreal,
Winnipeg and Vancouver, we own and maintain hangars.

Mr. HamiLron (Notre-Dame-de-Grdace): Have your charges gone up in
that field in recent years? £

Mr. McGreGor: They have, but they were extremely low six years ago.

Mr. Haminton (Notre-Dame-de-Grdce): In the present year they are
substantially higher than they were six years ago, may I assume that?

Mr. McGrEGOR: That is correct.

The CHAIRMAN: Page 4?

Mr. Haun: I think Mr. McGregor mentioned that the wage rate was
somewhat lower.

The CHAIRMAN: We shall be coming to that subject later on.

Mr. Knicur: I have a.question on page 5.

The CualRMAN: If there is a question on page 5 shall we first carry page 4?

Carried.

Now, page 5, “Financial Review”

Mr. KnigaT: I was thinking about mail revenue which is down by one
per cent and volume is up by 11 per cent.

Mr. McGgreEGgoRr: That is correct.

Mr. KnicuaT: Does that mean that you have given better contracts, from
their point of view, to the post office department, and that the mail service
Is costing less as far as the public is’ concerned?

Mr. McGREGOR: The overall carriage per ton m11e is discussed later on in
the report.

Mr. KniguT: Is there any other consideration which makes that discrep-
ancy as high as that?
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Mr. McGREGOR: One major effect was the trans-Atlantic carriage rate.
The domestic mail carriage contract between the post office and T.C.A. does
provide, however, for a descending rate per ton mile as the volume increases.

Mr. FurToN: I do not want to anticipate something on pages 10 and 11,
but I would like you to explain it. Perhaps that would obviate a further
question. ' You say that mail also was carried in greater volume, the company
flying a total of 7,704,144 ton miles, a rise of 11 pef cent; and then you say
the airline received three per cent more revenue than in 1954, but mail pay
per ton mile dropped one per cent despite an 11 per cent rise in volume; and
on page 11 you say “under the terms of the company’s domestic mail contract,
which calls for lower unit payments as traffic volume increases, the airline
received three per cent more revenue than in 1954”.

Mr. McGREGOR: Yes.

Mr. FurTton: Will you please reconcile those two things?

Mr. McGRreGoRr: The reference in the text on page 5 is to a system figure
whereas the rate of increase on page 11 refers to the domestic operations as
distinct from the system which includes the overseas services.

Mr. FurLToN: I shall wait for the particulars of that until we get to page
11. Is that contract so advantageous to the post office that in effect as you
carry more mail you would get less revenue?

Mr. McGREGOR: No. The contract with the post office refers specifically
to domestic carriage of mail, and our “take” from the post office will increase
as the volume increases, but not as readily as the volume increases. But this
overall system figure of an 11 per cent increase in volume reflects the whole
operation and includes the overseas, which had a sharp drop in rate in the
latter part of 1954.

Mr. FuLtoN: You say it is entirely due to the sharp drop. Is that the
subject of a contract with the post office also?

Mr. McGreGor: No. It is an agreed international rate which the Cana-
dian post office honours.

Mr. FoLLwELL: Does this indicate that you are carrying mail at a portion
of your capacity? Does it mean that in spite of carrying more mail there is
no more load on the aircraft because you had the capacity to carry it?

Mr. McGreGor: The capacity of an aircraft can be used in a wide variety
of differing proportions with respect to passengers, express, mail, or air freight.

Mr. FoLLWELL: You were not running underloaded before then?

Mr. McGrecor: No. I think we were operating less frequently.

The CHAIRMAN: On page 5 there is an item with respect to interest
expense which is considerably higher in 1955 than in 1954. Is that increase
in interest expense attributable to the purchase of new aircraft?

Mr. McGreGOR: It is primarily due to larger operations. We performed
about 18 per cent more ton miles of service, and a large share of that interest
is associated with the maintenance required therewith.

Mr. FurtoN: Interest expense?

Mr. McGREGOR: I beg your pardon. That is entirely due to the purchase
of aircraft. We have moved in two years from $11% million on loan to $13%
million borrowed. ‘

Mr. KnigHT: That increased space is not being used. I was thinking of
the question of availability. There is much greater availability of space,
while the use has not gone up proportionately. :

Mr. McGREGOR: We say that we increased the capacity to a greater extent ;

than we expected the traffic to increase, and actual experience has brought
about exactly the conditions to which you refer.

S S u&-‘"
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Mr. Kn1GHT: Does that mean that you have now made an expenditure
which will carry you over into the future as it were, and that you have extra
Space available? I am thinking of the line at the top of page 7.

Mr. FuLToN: I thought we were now on page. 5.

Mr. KNIGHT: “The airline made available 28 per cent more ton miles and
17 per cent more seat miles in 1955 than in the previous year”,

Mr. McGREGOR: Yes. That additional accommodation would give us
a greater availability of space. That was a planned condition which we
hoped to achieve. ;

Mr. Fulton: Under the heading of non-operating income, net on page 5,
you have $528,366. Otherwise you would have shown a deficit this year. Would
you please tell me the main sources of this non-operating income? I do not see
any particulars of it.

Mr. McGREGOR: There are several components in it; we have the interest
revenue from a $6 million insurance investment fund which is held at that
figure and which would take care of any claims made against that fund. Then
there are cash discounts which are credited to that account. Then there is
interest income on progress payments in excess of the requirements of manu-
facturers. That is, advance payments which bear interest and are credited to
this account. Then there is the interest income on the Canadian National Rail-
way loan; exchange on foreign curreney, transactions which are advantageous
to us and which are covered by that item. Interest on the refund of company’s
matching pension contributions; that is where the company contributes to the
bension fund a like amount to that contributed by the employee. Interest on
federal income tax rebates, miscellaneous income and expenditures, a major
item of which is a little over $329,000 and is the one that I already mentioned,
interest from the insurance fund.

Mr. Furton: Is that increase this year in your non-operating income
something you would describe as fortuitous, or do you expect it to increase, as
the amount in your insurance fund goes up?

Mr. McGrEGOR: No. The increase over 1954 might be regarded as high
but I would not look for a similar increase to take place in 1956 over 1955.

Mr. FurLToN: As the scope of your operations increases, will you have a
larger insurance fund, and therefore earn more?

Mr. McGRrEGOR: That is possible, but that would be a decision which the
board would have to make, to increase the size of the fund, and there is no
indication of it taking place at the moment.

Mr. FoLLwELL: What is the purpose of having that insurance fund? Is it
to take care of public liability and property damage?

Mr. McGREGOR: It is to take care of all claims against the company which
are not covered by outside insurance. We have, in effect, an insurance policy
against all types.of claims with respect to aircraft and their contents, which
carries a $2 million deductible clause, and it has been found to be' a desirable
arrangement. Under the worst conditions we might have successive years of
losses in the aggregate amount of $2 million With.respect_to accidents. The
fund is kept in an entirely liquid condition, and is invested in governn}ent, and
government guaranteed bonds, and its purpose is to reduce the cost that would
be involved if the total risk were outside.

Mr. Hagn: You mention on this same page other factors such as the rise
in the price of labour. Does that include a new contract, or are there more
Wage earners? Just how is that made up?

Mr. McGREGOR: Both. Our total number of employees has increased, as
You will see later on in the report, and the average wage paid to each employee
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has also increased. The company has eight different wage agreements, and the
experience in 1955 over 1954 was an increase of about 3} per cent.

Mr. HAHN: Can you give us a percentage rate per man hour of labour cost
to the revenue per operating mile over a period of years?

Mr. McGREGOR: Yes, but I would do it in a rather different way, because the
revenue mile is a function of the type of aircraft being operated, and it is
not fair to say that the labour associated with operating a Super-Constellation
for a mile bears any reality to the labour cost of operating a D. C. 3 for a mile.
But if you would like to have a comparison in terms of available seat or.ton
miles, we would be glad to do it.

Mr. HAHN: Could we have it both ways?

Mr. McGREGOR: Yes. We will provide it for you after lunch.

Mr. FurtoN: Would you care to enlarge on that matter of your operating
expenses? The thing which appears obvious, and which must have given
you concern, is that they have gone up just over $9 million while your revenue
went to something under $9 million. What were the main factors in your
increased operating expenses? Was it the bringing into service of new aircraft?

Mr. McGRrecor: Not entirely. In actual fact the cost per available ton mile
—if we may make use of that yard-stick—went down, which is a most
satisfactory condition. The main body of that increase in operating expenses
was due to additional services provided, some 18 per cent more available ton
miles operating in_ 1955 than in 1954. The discrepancy between the increase
in expenses and the increase in revenue can, I think, readily be attributed to the
two factors which are specifically mentioned here, a greater cost per man
hour of labour provided, and the additional cost associated with the intro-
duction of new equipment.

Mr. FurLton: Do you look for a point where it will break even, when
increased service will not bring about an increase in cost, and when it will
offset or be more than offset by efficiency or greater carrying capacity of the
units which are used to provide that increased service, which does not appear
to be the case as yet? Will there ever be a break-even situation, or favourable?

Mr. McGreGor: I think it is perfectly reasonable to expect that there will.
The reason I say that is that the efficiency of the new aircraft going into
service is a marked improvement over the more long-lived aircraft that we
have in being, and I think that as the number of more modern aircraft increases,
we will see a greater reduction in the cost per seat mile and the cost per ton
mile, in spite of such things as the rising cost of the materials we use and the
labour which we hire.

Mr. FuLtoN: And in your estimation, their service is not keeping pace, as
the Americans are; and the new units, or carrying capacities of the new
units you are bringing in does not mean that you will really have to undertake
a very heavy capital program in order that you may operate with fewer
but more efficient aircraft? '

Mr. McGreGOR: I am sure that is correct. So far, our quite substantial
purchases of aircraft have done no more than meet growth, with one small
exception of four aircraft that were disposed of during 1955. But the company
is planning to meet the growth requirement by purchase of new aircraft, and
the replacement of older aircraft, during the next five or six years.

The CHAIRMAN: Are there any other questions on page five?

Mr. HammTON (York West): The aircraft you disposed of, Mr. McGregor,:

were they passenger type aircraft or freight type aircraft?

Mr. McGREGOR: Freight type aircraft.
\ .
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Mr. HamintoNn (York West): All four of them?

Mr. McGreGor: All four of them. :

Mr. HamrLtoN (York West): So that was the only place you felt you had
planes to dispose of or could afford to dispose of them?

Mr. McGrecor: Well, really these aircraft translate themselves by a
rather involved process into passenger aircraft, because they in turn were
replaced by passenger aircraft that had been converted to cargo use in the
form of North Stars.

Mr. Hamarton (York West): Was there any other reason that you
disposed of them? Were they an efficient type aircraft, or did you find that
they were a little expensive to operate?

Mr. McGreGor: In themselves I would not say they were inefficient, but
it is most desirable to cut down the number of types of aircraft that an airline
is operating. Three of the aircraft that we are referring to were Bristol
Freighters which were, as it were orphans in the fleet, because they were the
only aircraft of that type of air frame and that type of engine that we had
That involves the maintenance of a separate stock of spare parts, and the
maintenance of crews that are familiar with that type. It is a much more
efficient operation from the standpoint of T.C.A. to be operating cargo North
Stars along with passenger North Stars than to have, as I say, an orphan type.

Mr. HamriLtoN (York West): Well, these aircraft that you disposed of, or
this type, they were what you would term a short-range cargo aircraft?

Mr. McGREGOR: They were not particularly short-range. They operated
on the transcontinental route. They were slower than the other aircraft in
the fleet with the exception of the DC-3’s.

Mr. HamirnToN (York West): They would not fit into the transcontinental
battern, then, the same as your North Stars?

Mr. McGrecor: Not as satisfactorily as the North Stars.

Mr. HaMmiLToN (York West): No. When did you get these in?

Mr. McGregor: I can give you the exact date, Mr. Hamilton. I think
we received delivery of them in December, 1953.

Mr. HamintoN (York West): Those were the aircraft, then, that you
acquired about the time that your competitor attempted to get in the air
freight picture?

Mr. McGRreGoR: They arrived about that time. They were ordered
DPrevious to that.

Mr. HamiLtoN (York West): I see, and they are all disposed of now?

Mr. McGREGOR: Yes.

Mr. ByrNE: Mr. Chairman, I would like to ask Mr. McGregor if he feels
We are losing much of our traffic to the Amencan airlines in the transcontin-
ental service?

Mr. McGgreGor: We are losing some. Particularly between Vancouver
and what we might regard as legitimate Canadian traffic to New York.

Mr. Byrne: Yes, and is the Northwest A1r11nes our chief competitor in
that regard, would you say?

Mr. McGrEGor: Yes, but not the only one. Northwest is the chief
competitor, I would say, because it operates to Seattle which is extremely
close to Vancouver.

Mr. ByrNE: You have said that their planes are more or less obsolete or,
at least, they have been written off?

Mr. McGregor: To a greater extent than our fleet.
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Mr. ByrnE: Is it likely that they will be into the jet service in trans-
continental service long before Trans-Canada reaches that stage of develop-
ment. I understand that they expect to traverse the continent in about four
hours. If they get into this much ahead of Trans-Canada, is it liable to be
a serious matter?

Mr. McGreGor: I think that Northwest is one of the few large American
airlines that has not yet ordered jet aircraft.

Mr. ByrNE: Of course we have not ordered them?

Mr. McGrecor: We have not ordered them either.

Mr. HAHN: Just along that line, United flies into Vancouver and Seattle,
and New York, of course, and I think from the Vancouver point of view that
is used more regularly than Northwest?

Mr. McGREGOR: Yes, but I am sure United does not operate a trans-
continental service east from Seattle.

Mr. BYrRNE: From ’Frisco, San Francisco.
Mr. HaanN: Oh, you are speaking from San Francisco, but this is from

Seattle. That would be the natural route that was taken. I took it last year
from Seattle; Vancouver, Seattle to New York. ;

Mr. McGRrEGOR: Yes. Were you flying United from Seattle?

Mr. HagN: Yes, United.

Mr. McGREGOR: I see. : :

Mr. HAHN: There is another question in the operating expense. It is not
an important one I know, but it does have some relationship. Last year we

discussed to some degree the question of passes. I take it that there has been
no change in policy from what we had heretofore?

Mr. McGRreGor: No.
Mr. Haun: No.

Mr. FoLLWELL: Mr. McGregor, last year you indicated that the T.C.A. had
not planned yet on getting into jet aircraft, and I think you said there were
several reasons, but now the discussion has come up about jet aircraft, and
you have now indicated most of the American airlines ordered jet aircraft.
You have not ordered yet, but can you tell the committee what your plans
are for the future, the immediate future, for instance?

The CHAIRMAN: I think that is dealt with later on in the report, if you
could wait until we come to that heading.

Mr. FoLLweLL: Well, he might discuss it now and save the committee
time later on.

Mr. McGREGOR: Well, a recommendation, Mr. Follwell will be made to
the T.C.A. board of directors, I would think within the next five weeks with
respect to the purchase of jet aircraft. I, of course, cannot say how that
recommendation will be received. There will be a heavy capital expenditure
involved, but I could say no more, at this time. That is the present stage
of our planning; the technical studies associated with various alternatives
to jet aircraft purchase that are available are nearing completion.

The CHAIRMAN: Are there any further questions on finance?

Mr. FuLtoN: One small question arising out of your answer earlier in
connection with non-operating income. When you were reading out the
headings, as I recall it, you said there was an item of interest on the loan-
to the C.N.R.; was I correct there? Well, how do you have an interest payment
from the C.N.R. when I understand you owe them about $13 million now?
How does that happen? . }
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Mr. McGREGOR: The condition has changed rapidly, Mr. Fulton, during
the period covered by this report. At the beginning of it, we, if I remember
rightly, we still had some money on loan to them. At the end of it the situation
had reversed very substantially. The detail of that is, we had money on loan
to them at the beginning of the year, and by April 29 that had been completely
drawn down; in other words, paid off by the C.N.R., and from that point on
we became the borrower.

The CHAIRMAN: Mr. Knight—I am sorry.

Mr. FuLTon: You do say on page 6 in the same heading, financial review,
that you actually borrowed from them $10,400,000 during the year, and at
the year end these borrowings totalled $13,500,000. Do you mean borrowings
from the C.N.R., or total borrowings, $13,500,000?

Mr. McGREGOR: The borrowings from the C.N.R., the total borrowings
from them would be $13,500,000.

Mr. FurTon: Well, then that would indicate to me that you must have
started the year with a liability to them of some $3 million?

Mr. McGREGOR: That is quite correct, Mr. Fulton. This is a rather involved
affair. Actually we arranged with the C.N.R., due to arrangements that they
had for borrowing from the government, to borrow in ‘excess of our actual
requirements. We borrowed a lump sum of $10 million. Because we did not
require that, we loaned back to the C.N.R. a portion of that $10 million, and
under “other income” we credited ourselves with the interest on that, and the
interest we are paying on the $10 million appears as an expense. Those two
things are not netted in the non-operating revenue.

Mr. Furton: They are not?

Mr. McGREGOR: Perhaps we can give you a summary of that by’ dates,
if you would like to have it.

Mr. FuLton: Or, I was going to say, will this come up in connection with
your budget?

Mr. McGRreGoR: It could.

Mr. FurntoN: Well, which would be the better time to—

Mr. McGrEGor: I think we had better give you a memorandum on it,
Mr. Fulton.

Mr. Furton: I would appreciate that.

Mr. McGREGOR: Yes.

Mr. FuLToN: Because, if your insurance fund totals, as I understood you
to say, some $6 million, and your borrowings as at present, or at the end of 1955
were $13,500,000 from the C.N.R., it just occurred to me now to wonder what
effect that is going to have on this item, non-operating income—net. Will
that be—oh, I see, interest expense will always be under that separate heading.

The CHAIRMAN: Mr. Knight.

Mr. Kn1gHT: Mr. McGregor, your company’s payroll is being represented
as 45 per cent of the operating expenses. Does that figure remain fairly uniform
over the years? I mean, how does that compare, for instance, with last year?
1954, what was it there?

Mr. McGRrEGOR: Yes. It is down 1 per cent from last year.

Mr. Kn1cHT: Down?

Mr. McGREGOR: As a percentage of our total expenses, but it has run
between 46 nd 45 for three years in succession.

The CHAI;MAN: On the heading of operations and traffic review, carried?
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Mr. HamiLtoN (Notre-Dame-de-Grice): Just before you leave that head-
ing, Mr. Chairman. Last year you took a physical inventory of your supplies
and equipment, Mr. McGregor?

Mr. McGRreGor: We do each year, Mr Hamilton.

Mr. HAMILTON (Notre-Dame-de-Grace): Mr. McGregor, I am sorry.' I do
not want to differ from you, but the auditor’s report in the previous year said
they had not done an actual physical inventory last year, however the point
is not important. I was coming to this: when you take a physical inventory,
you find a discrepancy between what you had on your books and what was
actually there. What was the amount of that?

Mr. McGREGOR: I can give you that in a moment, Mr. Hamilton.

Mr. HAMILTON (Notre-Dame-de-Grdice): Because that will affect your
operating picture, of course.

Mr. McGRreGoRr: It was a credit, an overage in other words of $48,058.

Mr. HamintoN (Notre-Dame-de-Grace): $28,000?

Mr. McGREGOR: $48,000.

Mr. HAMILTON (Notre-Dame-de-Grdce): $48,000.

Mr. McGREGOR: Yes. .

Mr. HavmaLToN (Notre-Dame-de-Grdce): In other words, when youwactually
counted up the inventory, you had $48,000-odd more than you thought you had?

Mr. McGRrEGOR: Than the card records showed.

Mr. HamILTON  (Notre-Dame-de-Grace): Right. I am delighted. That
makes me a better accountant than my roommate.

Mr. HAMILTON (York West): We had quite an argument about that last
night.

Mr. HAmILTON (Notre-Dame-de-Grdce): And that, therefore, was a direct
reduction to your operating expenses for 1955?

Mr. McGreGor: That is correct.

- Mr. HamiLtoN (Notre-Dame-de-Grdce): Therefore, over what period
of time did that actually represent any accumulation?

Mr. McGREGOR: In 1955 it represented one year.  We missed a year, I think
it was 1953, in taking a full inventory due to changes that were being made.
But the practice of the company is normally to take a physical inventory, and
on some items a spot check. That is, the number of washers and so on are
calculated by weight, and that type of thing. I think that that difference
covered a 18-month period. The total investment is in the order of—

Mr. Haminton (Notre-Dame-de-Grdce): $73% million?

Mr. McGREGOR: $7% million, yes.

Mr. HamiLton (Notre-Dame-de-Grdce): So that that overage, or underage
like that is a fairly normal position, I would think?

Mr. McGREGOR: Yes, it could well reverse itself in the 1956 inventory. :

Mr. Haan: Do you, at the same time depreciate your inventory at the same
rate as in aircraft?

Mr. McGRrEGOR: It depends on the item. Major items such as spare engines,
and particularly expensive units such as crank shafts, we capitalize and
depreciate, but not normally consumable stores.

Mr. Haun: Well, in the case of the Bristols that were drsposed of, the
full depreciation was taken on that, was it? f

Mr. McGREGOR: Yes. .We sold them and their parts as a pagkage. There

“was a small credit representing the difference between the e price and
the book value of the four aircraft and their parts.
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Mr. HAHN: At the time of the purchase, 1953, how long a period of time
did you expect to keep those aircraft?

Mr. McGREGOR: We did not expect to keep them long because the plan
which has now been carried out was in existence at the time. We were
depreciating them on the basis of a 5-year straight line.

Mr. HAuN: Would you explain what you mean by 5-year straight line?

Mr. McGREGOR: A constant rate of write-off based on the forecast period
of useful life, as distinct from a percentage rate.

Mr. HAMILTON (York West): Now that my room-mate has cleared up
this $38,000 item for me, that is reflected not only in a reduction in operating
expenses but also right down through to your net income position and the
$190,000, $48,000 of which is reflected in this inventory which was picked up
during the past year. \

Mr. McGREGOR: Yes.

Mr. Hamivton (York West): I do not know whether you answered Mr.
Fulton completely, but I want to come back to the non-operating income posi-
tion which apparently was quite different from what you estimated in your
budget last year. Now, do I understand that you regard that as a fortuitous
eévent this year?

Mr. McGrecor: That it will repeat itself in being larger?

Mr. Hamirton (York West): Yes. Will it repeat itself?

Mr. McGreGor: I do not think so. At the time we made the operating
budget for the year 1955 we expected the non-operating revenue would be
as we showed in the budget. Various things did not happen and certain other
things did happen in 1955 which improved it. I do not think we can expect
that we will be lower by that proportion again in our forecast of the non-
Operating revenue for 1956.

Mr. Hamirton (York West): Then would it be fair to say that our net
income of $190,000 which is so close to the estimated net income of last
Year to a great extent was fortuitous as well, because we picked up $48,000
and also what appears to be a couple of hundred thousand dollars on non-
Operating income which may not be repeated?

Mr. McGrEGOrR: No, I do not think so. We did hope and expect a return
on the operation of the Viscounts considerably sooner than we had them,
and so our revenue was depressed by that amount about $500,000 incidentally.
In other words, like most budgets, what actually happened in relation to
the budget is a series of small differences which tend to offset one another.

Mr. Hamirton (York West): Unless we have an improvement in the
Sérvices of operating beyond this current year then with the same set of
Circumstances you probably will show a loss?

. Mr. McGREGOR: It is not a fact with respect to our 1956 operating budget
Which will be submitted to the committee later on.
2 Mr. Haminton (York West): No, but you are expecting an improvement
In the operating picture if you are going to show a profit?
Mr. McGregor: Yes.
Mr. Haminron (York West): I do not know whether I will have another

Opportunity to ask this question. In connectio_n with your insurance fund,
ave you paid out all of the claims in connection with the Moose Jaw and

rampton crashes?
Mr. McGrecor: All the claims with respect to Moose Jaw have been
Settled and all but one with respect to Brampton.
Mr. Haminton (York West): Is it a large claim which is outstanding?
72025—3
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Mr. McGreGoRr: I do not know. It is in the hands of the underwriters.

Mr. Furton: Did I understand in the house that the defence department
undertook responsibility for the Moose Jaw crash?

Mr. McGREGOR: Yes.

Mr. FuLtoN: Your insurance fund was not hit to that amount at all?

Mr. McGREGOR: No.

Mr. Furton: With respect to Brampton, did that come out of your own
insurance fund? :

Mr. McGREGOR: Yes. Out of the fund until we exceeded the $2 million
deductible.

Mr. HamIiLToN (York West): The defence department assumed all the
claims with respect to Moose Jaw?

Mr. McGreGor: No, only passengers. We asumed the loss of the aircraft.

Mr. HamiLton (York West): But any claims against the company were
assumed by the department of defence?

Mr. McGREGOR: Yes, except that the loss of the aircraft is a substantial
claim against the company’s finances.

Mr. HamiLToN (York West): In connection with your increase in labour
costs, you have told about the different labour agreements and the overall
increases in pay which I understand were granted. Is any of the increase due
to parity of working hours generally, cutting down the hours of work?

Mr. McGrecor: Not in 1955.

Mr. HamiLton (York West): Are there any negotiations presently in
progress over 19567

Mr. McGREGOR: Yes.

Mr. HamiLtoN (York West): With the Pilots’ Association?

Mr. McGrecor: No, the Pilots’ Association agreement was just recently
concluded in 1956.

Mr. HaMmiLtoN (York West): Will there be an increase generally in the
over-all labour bill because of the shorter hours of work?

Mr. McGreGor: Labour generally?

Mr. HamiLtoN (York West): No, payrolls. This agreement which you
have just concluded.

Mr. McGreGor: I do not think that the hours of work are materially
changed. I can give you the details of the agreement if you would like to
have them. The costs per hour of the pilot service provided will increase.

Mr. HamiLtoN (York West): It will increase.

Mr. McGREGOR: Yes. -

Mr. HamiLtoN (York West): Has there been a reduction, say in the over-
all monthly hours put in by the pilots?

Mr. McGrecor: On the average I would say not.

Mr. HamiLtoN (York West): Is there a maximum number of hours?
Has there been a decrease in any given period of the maximum number of
hours to be flown by pilots?

Mr. McGRrEGOR: If you interject the phrase “any given period,” yes.

Mr. HamintoN (York West): What given period is provided?

Mr. McGreGoOR: It refers to the number of hours operated in a matter of
a day or, on one operation. :

Mr. HamirtoN (York West): Could you let us know what changes have
been made in this respect over the previous year’s contract?
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Mr. McGrecor: Well, Mr. Hamilton, I can, but it is like most of these
things a rather lengthy and involved one. I have the situation that exists
described in detail in a memorandum and the highlights of the agreement
which has now been concluded and I could include those in the records of
the committee or give it to you separately.

Mr. Hamrinton (York West): Could you inform the committee. I think
we would all be interested in this. You said it has to do with a 24-28 hour
period. Could you tell us what the change has been in the maximum number
of hours during that stated period which you have talked about?

Mr. McGREGOR: Yes, I think I could. Perhaps the easiest way for me to
do it would be to take the actual conditions which might arise under the
previous agreement and the ones under the new agreement and detail them
Specifically as differences.

Mr. HaMmiLtoN (York West): Could you do that in a few words?

Mr. McGreGor: I think so. If you will let me run through the effect of
some of these things. Under the old agreement there was a clause which said
“A cycle shall not exceed 30 hours of schedule flying during any period of
consecutive flight duty days.” Item 4 was “A cycle shall not exceed 85 hours
of schedule flying in a month.” That remains the same with respect to any
given cycle. I think this is the new clause which covered 4:

(4) For the purpose-of this agreement, an on-duty period shall
commence one (1) hour prior to the scheduled departure of a flight, or
the required reporting time, whichever is later, and shall continue
until fifteen (15) minutes after the termination of the flight. Such
duty period shall run continuously until broken by a rest period of
eight (8) hours where sleeping accommodations are provided at or
nearby the airport, or ten (10) hours in the case of a relief from duty
at an airport where sleeping accommodations are not provided. In no
case may an on-duty period be broken at the pilot’s home base by an
off-duty period of less than ten (10) hours.

And then item 5:

A pilot on domestic operations shall not be scheduled to remain
on duty in excess of fourteen (14) hours during any twenty-four (24)
hour period. :
That I think is the point we were referring to. The hours per month are
Constant between the two agreements at 85 hours, and hours per quarter are the
Same at 255 hours.

Mr. HamirtoN (York West): How does this original period of ten hours
at home and fourteen hours maximum compare with the previous contract?
Mr. McGrecor: That was not defined in the previous contract, I believe.
Mr. Haminton (York West): They were not defined at all?
Mr. McGregor: No, I think not.
: Mr. HamirLton (York West): Now, in connection with the disposal of the
Cargo aircraft, were they disposed of at a profit?

Mr. McGREGOR: A small one, yes. That is, difference between depreciated
Value and the sale price.

Mr. Hamrnton (York West): Depreciated value and sale price. Where was
the difference in price, that is between depreciation price and sale price,
Credited?

: Mr. McGrecor: To the depreciation account. I can give you the amount
Of that,
72025—3}
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Mr. HAMILTON (York West): That also would be reflected in the net
position which you have here?

Mr. McGREGOR: Yes, in the amount of $10,000 on the four aircraft.

Mr. HAMILTON (York West): For all four? $2,500 apiece or $10,000 each?

Mr. McGREGOR: It was a package deal.

The CHAIRMAN: $10,000 on all aircraft?

Mr. McGREGOR: On the four aircraft and parts.

Mr. HAMILTON (York West): $10,000 recovery over and above your depre-
ciation prices?

Mr. McGREGOR: Yes.

Mr. HAMILTON (York West): Are you planning to dispose of any aircraft
this year?

Mr. McGREGOR: We hope to be able to during the coming winter, assuming
the delivery of additional Viscounts as per orders placed, but it will not be
substantial.

Mr. HaMmiLToN (York West): You believe what you have will still be
required for ordinary expansion?

Mr. McGrecor: I think our figure is about six DC-3’s, possibly available
for disposal.

The CHAIRMAN: Shall the heading “Financial Review” carry?

Mr. HasN: Reverting to an earlier statement Mr. McGregor made in reply
to a question asked by Mr. Hamilton in respect to the air crash at Brampton,
how much was the depreciation on that aircraft in the crash at Brampton
before its crash?

Mr. McGREGOR: It was very small because it had only been in our posses-
sion for something less than a year.

Mr. Haun: Could you give the committee the ﬁgure of the actual loss
on the aircraft?

Mr. McGRrEGor: You could have it after lunch if that is convenient.

Mr. HaHN: Surely. Referring again to the matter of operating expenses,
I notice that no expenses in connection with legal, medical or secretarial services
are mentioned here. How are they borne?

Mr. McGREGOR: They are borne in two different ways. The legal, medical
and secretarial services are provided by the Canadian National Railways and
we make a lump sum payment to the Canadian National Railways amounting,
I believe, to $50,000 in the year 1955 for that work. But if in any of these
three departments they employ people specifically and entirely on T.C.A. work
then those salaries are billed to T.C.A. in addition to that annual payment.

Mr. HaAHN: Did that annual payment cover what was assessed to the
C.N.R. with respect to the three services?

Mr. McGREGOR: You mean: does that payment relate accurately to their
costs of providing these services? I frankly don’t know.

Mr. Haun: You have no way of knowing whether you are deriving an
advantage from this arrangement or whether you are subsidizing C.N.R.?

Mr. McGreGOR: No. I don’t even know what the officers are being paid.

Mr. Haun: Do you have any special need for a legal, medical or secnetarial
service in your own right"

Mr. McGREGOR: Very much so, and the fact that the C.N.R. has a wide
geographical represéntation of these departments means that it would be much
more expensive for T.C.A. to duplicate it than to use those facilities which
the 'C.N.R. possesses. .

i
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Mr. HAuN: In what instances would we need to have separate legal advice?
You mentioned, I believe, that in certain instances we would require separate
services.

Mr. McGreGor: I was not referring particularly to legal advice. In fact,
the only time we have used outside legal advice to my recollection was at
the time of the Canadian Pacific Airline hearing with respect to its application
for a trans-continental cargo operation, and that does not appear in the 1955
Teport. I was referring specifically to cases where employees in:those three
departments of the C.N.R. were engaged entirely on T.C.A. work. There is,
for instance, one doctor located at Dorval Airport, and one at Malton. They
are employed full time and their salary and expenses are charged to T.C.A.
over and above the all embracing sum of $50,000 a year which I have mentioned.

Mr., Haun: You say you have no way of determining whether this $50,000
Tepresents a good deal for us or a bad deal for the C.N.R.?

Mr. McGreGor: I don’t think it is fair to assume that it must be one or
the other. I think probably the $50,000 is acceptable to the C.N.R. or they
Wwould ask for more. On the other hand I am quite sure that to set up a
complete T.C.A. organization to discharge similar functions would cost us more
than we are paying at present.

Mr. Haun: Thank you.

Mr. Furton: The last sentence under the heading “Financial Review” in
your report states:

“The airline did not have tax liability for 1955 due to the inclusion
in income of items taxed in prior years.” ‘

May we have a further explanation of that? I note that according to the
auditors’ report to the committee a refund of income tax was obtgined in
respect to 1952 and 1953, but that does not; for me, quite explain the situation.

Mr. McGREGOR: Perhaps I might read a memorandum on that particular
situation,

The airline is not liable for corporate income tax in 19'55 because
included in income is an amount which has been taxed in prior years—
prepaid transportation, $400,000. This item refers principally t9 'Fhe
year 1954 and although a liability in the books of accounts of the airline
when compiling the tax returns for that year it was included as income.

This is in accordance with the requirements of the Income Tax Act.

Mr. FurLtoN: And that is the only item that accounts for this sitgation_is
that correct? :

| Mr. McGRrEGOR: There are other minor items Mr. Fulton, but that is the

Principal one. As I understand it we might expect to be eligible for income
tax again in 1956.

Mr. Furron: Do you have a continuous carry-forward as it were on pre-
Paid transportation?

Mr. McGRreGor: Yes.

Mr. FurLton: And you are taxed in each of the years in which that is
Prepared?

Mr. McGrecor: That is correct. \
) Mr, Furton: It is included in income for that year and taxed accordingly
If tax liability arises?

Mr. McGreEGOR: Yes. In other words, we are always owing transportaticn
to ticket purchasers.

Mr. Haminton (Notre-Dame-de-Grdce): That raises an interesti.ng point
in my mind Mr. Chairman. This refers, presumably, to tickets which were
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purchased in 1954 and which a passenger did not use until the following year.
However, that revenue was taken into account in the year 1954. Is that correct?

Mr. McGRreGOR: I do not think that is quite correct. We don’t count it as
revenue until we have earned it but because we have the money the taxation
authorities consider that it is taxable revenue.

Mr. HAMILTON (Notre-Dame-de-Grdce): In other words—and I am not
trying to be facetious— what you really do in the final analysis is to prepare
two presentations, one for purposes of income tax and another which is the
report placed before us today.

Mr. McGREGOR: That is correct.

Mr. HamaLToN (Notre-Dame-de-Grdce) : The one drawn up for the purposes
of income tax includes this money as revenue for the year in which the money
is paid in, but your statement which comes to us shows it as revenue for the
year in which it is earned?

Mr. McGREGOR: Yes, that is correct

Mr. HamiLToN (Notre-Dame-de-Grdce): In other words your practice
when accounting to us is more in line in this case with standard commercial
accounting than would be the one drawn up to meet the attitude of the income
tax department which asks you to include as revenue amounts which you have
not actually earned?

Mr. McGRreGOR: That is exactly right Mr. Hamilton. Since our tickets
are refundable we do not know until we have actually carried a passenger
whether the income derived from the sale of thé seat is going to remain in our
pockets or whether it will have to be returned.

Mr. HAMILTON (Notre-Dame-de-Grace): Is there a substantial variation
between one year and another in the size of this amount, or does it remain
approximately the same?

Mr. McGRrEGOR: It varies greatly by months within a year but I think
that between one December 31 and another there would not be a great deal
of difference. It was $300,000 last year and $400.000 with respect to 1955.

Mr. HaMILTON (Notre-Dame-de-Grdce): That is one of the main reasons
why your income for taxation purposes would be substantially less this year?

Mr. McGREGOR: Yes.

Mr. FurtoN: Would this include tickets sold on the instalment plan
as well?

Mr. McGREGOR: No.

The CHAIRMAN: Shall we carry the item “Financial Review”?

Mr. HaunN: How much more does it cost to purchase air travel tickets in
this way and pay for your holiday after you have had it? ‘

Mr. McGREGOR: It varies a great deal between different plans but I thlnk
it is within the bracket of 12-17 per cent more than the actual cost of the
tickets. It depends on the amount charged for the ticket and the number
of months over which it is agreed payments will be made.

Mr. Haun: Do we have any difficulty in collecting these payments?

Mr. McGRrEGOR: We are not participating in the scheme yet.

Mr. HauN: The matter is handled through an agency, I understand?

The CHAIRMAN: We do not operate this at all. That is my understanding.

Mr. McGRreGOR: No. Neither do the airlines in most cases actually put
their own money to hazard. Most of these plans are arrangements by which
the airlines will collect certain data with respect to the prospective passenger’s
finances and his agreement to pay. That data is acceptable to a bank or a
finance company, and it is turned over to them.
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Mr. HAHN: Is any consideration being given by T.C.A. to the introduction
of a scheme of this sort?

Mr. McGREGOR: Yes, T.C.A. is considering it, and have been considering it
almost constantly for two years. We rather dislike the idea because what
is being done is to sell a commodity which is completely consumed, on credit.
We think it verges on the unethical. A passenger returns with nothing but a
sunburn and some’ snapshots.

Mr. FuLToN: And a bill.

Mr. McGREGOR: On the other hand, this places us at a competitive dis-
advantage which is particularly painful in certain spots.

Mr. HamirtoN (York West): Mr. McGregor, you have given us several
reasons why T.C.A. faces higher operating costs. Is there anything you can
add to what you have already said because I am looking at the figures now—
they are not the most recent figures—and I have a Capital Airlines statement
before me for 1953 which indicates that on a gross of about $40 million they
come in with $1,500,000. I also see that the Northwest figures show a p‘oﬁt
of $3 million on a $62 million gross and K.L.M. $2 million net profit on a $76
million gross. I am mentioning these companies because their operations may
be compared in some respects with your own. Is there any other reason which
you can think of why there should be this considerable difference between the
results shown by these figures and our own $190,000 profit last year?

Mr. McGREGOR: Yes, I think there are two or three things which I might
mention. All airlines are growing quite rapidly and I think the budget should
portray the cost of a good deal of that development. From what I understand
—although of course I have no access to their books—the approach taken
by many of the other carriers is quite different from our own. I am told, for
instance, that the majority of airlines, particularly the large American airlines,
capitalize their pilot training courses which represents something in the neigh-
bourhood of $25,000 per individual.

That is perhaps quite an arguable arrangement. On the other hand there
is no assurance that a pilot on whom $25,000 has been spent is not going to
leave at the end of the month. But in the course of rapid expansion if you
are absorbing all the costs which would normally be associated with such
expansion, all these costs would be reflected to the detriment of the airline
which is financing itself that way. The same applies in many other directions.
All spare parts could be capitalized, but again we do not follow this course.
We feel this policy will pay off in the long run but during periods of rapid
Cxpansion it tends to worsen our position in comparison with that of other
airlines.

Mr. HAMILTON (York West): In connection with pilot training may I ask
how many new pilots you took on for training last year?

Mr. McGREGOR: I will give you‘the figure in a moment if I may. I would
guess that the number is in the order of 100.

The actual take-on in 1955 was about 50; the number coming into service
Was considerably more however—something like 100 pilots, many of whom
had been taken on in 1954. ’

Mr. HamirtoN (Notre-Dame-de-Grdace):Is that what one might call a
Standard number each year—do you anticipate taking on approximately the
Same number this year?

Mr. McGREGOR: Approximately that number.

Mr. HamiLtoN (Notre-Dame-de-Grdce): How do you spread cost over
4 period? Would you say that $25,000 covers the training course only or is
that the sum which it would cost the company to train a pilot until he is fully
Qualified and able to take over a plane himself?
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Mr. McGrecor: That is the approximate figure for the total cost of train-
ing the pilot to first officer line standard. Continued training would not be
included in that figure. I may say that a large proportion of that cost is
related to the operation of the aircraft used for training purposes.

Mr. HamiLtoN (Notre-Dame-de-Grace): If your figure is right, then 100
new pilots would cost you $2,500,000 last year—it would run as high as that
in this figure of operating expenditure.

Mr. McGREGOR: Yes, in relation to a hundred pilots.

Mr. HAMILTON (Nectre-Dame-de-Grdce): Over two years, because there
were some 40 taken on in 1955. .

Mr. CARRICK: Mr. Hamilton just now touched on the question that con-
stantly recurs—the question of efficiency of operation as between privately
owned airlines and government owned airlines. Is there anything you think
you could tell the committee, Mr. McGregor, which would be enlightening on
that subject?

#Mr. McGREGOR: Yes, I thing perhaps there is. When we are talking about
the efficiency of operations purely from the dollar standpoint I think that
taking into consideration the differences that exist between ourselves and the
airlines with which we compare ourselves—and incidentally we do that
constantly—and considering the basic differences, such as the cost of fuel, I
do not believe it could be fairly stated that there is any indication of
inefficiency.

As I mentioned earlier our cost per fleet ton mile of transportation pro-
vided is very satisfactory. If we are thinking about other elements of efficiency,
such as the quality of the passenger service and so on, we can draw even more
direct comparisons, such basic elements as deplanement of passengers who
held reserved space, per thousand boarded. We have drawn comparisons and
I have with me some charts which might be of interest to the committee and
which would indicate errors of that kind committed by T.C.A. per thousand
passengers boarded. It is very much lower than is the case with the major
scheduled operators in the United States. If I may be permitted, I would
like to show you one or two charts of that type. Incidentally, the airline also
through an outside agency, takes every six months an analysis of its services
with respect to its customers. There are three reports covering the last eighteen
months done by Cockfield Brown. These are the result of a questionnaire
sent to a representative cross-section of the passengers we have carried in
the four or five week period prior to the carrying on of that study, so that
we are sure that we are questioning people with recent experience with T.C.A.

To generalize, I think we can say that 85 per cent of the people who travel
with us say that we are all right; that of the remaining 15 per cent, about 2
per cent have no opinion, while the other 13 per cent have varying degrees of
complaints including ground transportation and the overall elements of the
operation. These are charts showing the T.C.A. compared with United Air
Lines, Trans World Airlines, and U.S. air lines on two basic elements of
passenger service.

The CHAIRMAN: You might pass these charts around among the members.

Mr. CARRICK: Might they not be made part of the record?

The CHAIRMAN: I think it would be rather difficult to make them part of
the record. This is a special type of chart and it might be rather difficult.

Mr. McGREGOR: Corresponding figures could be drawn off.
Mr. CARRICK: I think that would be useful information on this point.

Mr. BeELL: How about that figure of scheduled mileage completed, of
96 per cent. How does it compare?
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Mr. McGRreGOR: I think it is probably about of the same order as that of
American scheduled carriers, and if it is—and we can check that point—I
think it speaks well for us, because in general we are operating under rougher
weather conditions than they are.

The CHAIRMAN: Now may we carry the item “financial review”.
Carried.

We now go to page 6 ‘“Operations and traffic review”, which extends
through pages 7, 8 and to the top of page 9.

Mr. FuLToN: Perhaps here you might enlarge on the éomparison referred
to earlier, that is the percentage of increase in your accommodation as com-
pared with the percentage of increase in the use of that accommodation,
particularly with respect to passenger and freight?

Mr. McGREGOR: Yes; as you will see in the table at the bottom half of
page 6, the passenger miles flown, that is the revenue passengers accommodated,
increases by 14 per cent; the seat miles capacity made available, increased by
17 per cent; that is the third and fourth line of that table. Does that cover
your point?

Mr. Furton: That is the only comparison which is valid because other-
wise, with the passenger mileage increased by 17 per cent, how would that
compare with your available seat miles?

Mr. McGREGOR: I think that passenger miles is the only valid comparison,
because a large increase in passengers on the short routes influences the per-
centage of increase without producing the same increase in the actual volume
of transportation.

Mr. FurLton: Would that be subject to some modification in view of the
eémphasis you are placing on the Viscount service which, while not exactly
a short one, is distinet from the trans-continental by a long way?

Mr. McGreGor: I think that is not quite true because during the latter
bart of 1955, the Viscounts operated on the trans-continental service.

Mr. Furton: Providing also inter-city service?

Mr. McGreGcor: That is correct. I think one of the major factors is that
large increase between Vancouver and Victoria, which is a very short DC3
operation but which has a very large number of passengers, and with a large
number of flights in the summer season, some 17 flights a day between those
two points.

Mr. KnicHT: The ideal condition would be to bring up your amount of use
compared with availability, or is it your intention to keep about that amount
of availability ahead of actual use?

Mr. McGrEGor: We would like to keep the overall load factor at about
the level of 1955, because if you attempt to bring the load factgr on an
Over-all average basis too close to capacity there are many occaslons such
as peak days in the season, when the market demand is not being satisfactorily
met.

Mr. Kurcur: But it would produce a better balance sheet, would it not?

Mr. McGREGOR: Yes, it would produce a better balance sheet if that were
the only consideration.

Mr. HamiLton (York West): Can you give me the load factor for last
year?

Mr. McGRrEGOR: It is referred to later on.

The Cuamrman: Yes, it is,

Mr. McGREGOR: I have it now; it is 72:3 per cent.
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Mr. HaMmiLton (York West): And what was it for the previous year?

Mr. McGrecor: We would have to get last year’s annual report. It will
not take a minute.

Mr. HamrirtoN (York West): Perhaps I might check that myself!

Mr. McGRreGOR: I am sorry. My information was wrong. The load factor
for 1955 is 70 per cent, while for 1954 it was 72-3 per cent.

Mr. HamiLtoN (York West): You say that for 1955 it is 70 per cent and
for 1954 it was 72:3 per cent?

Mr. McGREGOR: Yes.

Mr. HAMILTON (York West): Can you break that down at all for me into
major segments and so on, or routes? What would be your load factor between
Toronto and Ottawa? Have you got that?

Mr. McGREGOR: It could be obtained. I have this breakdown by months,
if that is any help to you.

Mr. HaMmirton (York West): You have got the whole Canadian picture
broken down by months, but you have not got segments of the run broken
down. Can you give me that?

Mr. McGRrEGoOR: Yes. It would be quite a task, because the Ottawa leg
is part of a through operation Montreal to Toronto, and the number of seats
varies by months, so we could not simply take the total number of passengers
travelling over that leg; we would have to calculate the load factor based
on the changing capacity as additional flights are operated; but it can be done.

Mr. Hamirton (York West): I think it would be of very much interest
to us if we could check the overall average load factor and have it related
to the various sections of your run, because as you yourself said just a
minute or two ago, peak load periods, and things like that, are influencing
factors. But might I ask you this; is there any indication that on some parts
of your run there are peak load periods greater than the capacity of your
flights?

Mr. McGRrEGOR: Oh, yes. I would say on infrequent occasions that applied
to every leg of the service and I do not think it could be otherwise. If the
airline was equipped and was provided with personnel so as to meet such
peaks as for instance before labour day, weekends, and the Grey Cup finals,
the cost would be out of all proportion to the revenue.

The CuamrmAN: It would not provide a fair average picture.

Mr. McGreGor: No. This is the average picture.

Mr. Hamirron (York West): Does the peak load period we are speaking
about, and which you say over-taxes your capacity, take place more often
than on the eve of national holidays, which are perhaps a week-end proposi-
tion, or are there certain days in the week when it is liable to take place?

Mr. McGREGOR: There are about three different fluctuations; the main
seasonal fluctuation in which the loads during the period of the 1lst June to
September 30th are very substantially higher than during the winter months;
then those months of June and September have a tendency to “peak” as
compared with July and August; and then on certain days of the week partic-
ularly week-ends there is a super-imposed peak; but that is met to the best
of our economic and physical ability by the operation of extra sections.

Mr. HamrILtoN (York West): Now then, we have three periods which you
probably refer to as peak periods; some are seasonal and vary from June to
August or September; national holiday peak periods, and little peak periods
during each week; and you say that you can handle some of them by means
of additional flights?
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Mr. McGREGOR: Yes. The majority of that load I would say we handle
by additional flights.

Mr. HAmiILToN (York West): Have you the capacity to handle it regularly,
or is there a peak period in that three months time which overtaxes you?

Mr. McGREGOR: The latter is correct.

Mr. HaMmIiLTON (York West): You have said that it would not be eco-
nomically sound for any airline to build up to the point where it was handling
that peak load; you would not be able to operate economically on such a basis,
but has there been any consideration given to calling anybody else in to assist
in handling those peak periods?

Mr. McGREGOR: Not normally. Domestic operations do occasionally assist
international operations and vice versa. -

Mr. HamintoN (York West): But it has never been considered for a
domestic line?

Mr. McGREGOR: Not for normal passenger traffic on an established run, no.

Mr. HaMmiLToN (York West): Here is a fair question. Might it be possible
that some other domestic line could fit in their equipment and personnel, and
make money in handling the peak load, and in assisting?

Mr. McGREGOR: I would not say that it was impossible but it would seem
doubtful because I think that in Canada (if we are thinking about Canadian
operators) their peaks would go hand in hand with a peak of ours, and they
~ would coincide with the peak of any other Canadian operator.

Mr. HamiLToN (York West): When you say “any other Canadian operator”
I assume that you are referring to any other scheduled Canadian operator?

Mr. McGREGOR: Yes.

Mr. HaMmiLToN (York West): When you say “Any other Canadian operator”,
I assume, in your answer you are referring to any other free operator; has
it been considered that, say general class four chartered operators might
be able to handle that type of traffic?

Mr. McGRreEGcoRr: In the case of non-passenger, and occasionally in the case
of passenger loads for a chartered operation, we have done exactly that.

Mr. HamrinToN (York West): But, they do not come in on any regular basis
at all on the number of passenger-per-mile basis?

Mr. McGREGOR: No.

Mr. HamILTON (York West): In those cases, do you then charter another
aircraft to handle your load?

Mr. McGREGOR: We have done both.
Mr. HamiLtoN (York West): I see.

Mr. McGRreGOR: We' have chartered other aircraft to handle our load,
and we have referred the requesting charter party to another organization
that we understand is prepared to handle the charter operation.

Mr. HamiLton (York West): Well, now, would it be fair to say that on
these peak periods you have mentloned that would be the first appearance
of the place where another operator might be able to be fitted in? I am
hot asking you to commit yourself to say that it is the place, I am saying
it would be the first place that that would appear possible.

Mr. McGrecor: I do not think that that would be a necessarily correct
lnference Mr. Hamilton. I would say that the first place, if you are referring
to this question of competition, the first place that competition would be indi-
Cated as being financially feasible, is where the frequency begins to reach
the point which we have talked about before, in which both operators, would
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be operating at a frequency which would permit economical use of the ground
crew facilities involved. We have talked in the past about that factor, and
it seems to be a case of something in the order of six or seven frequencies,
depending on the type of load involved.

Mr. HamiLtoN (York West): Six or seven frequencies, what do you mean
by that?

Mr. McGrecGor: Flights per carrier.
Mr. HaMIiLTON (Notre-Dame-de-Grdace): Per day?
'Mr. McGRrEGOR: Per day.

Mr. Haminton (York West): Are you talking about any specific points,
or do you mean the whole national picture?

Mr. McGRreGor: I am just using that as a generality. That seems to be
the rule that meets the situation, for instance on the Montreal-Toronto,
Montreal-New York, and Toronto-New York routes, both carriers are operat-
ing an average frequency of about that.

Mr. HamiLtoNn (York West): So that then we would expect to build up
to that between any other points before any carrier could come in on an
economical basis?

Mr. McGrecor: That is our opinion, Mr. Hamilton.

Mr. HamiLtoN (York West): That means that any additional flights, say
over six will constitute a peak load period tp a great extent that you may
not be able to handle, is that it?

Mr. McGreGor: I would not think so. There is no reason why a carrier

should not be able to meet the demand for additional frequencies as they occur,
providing he has ordered equipment in sufficient time.

Mr. HamiLtoN (York West): Well, does your thinking go along this line,
then, that you build up this one licensed carrier right through to the point
where this one carrier is built up to ten or twelve flights and then cut him back
to six and let somebody else in, or how do you arrive at this?

Mr. McGreGor: Well, I am entirely without experience on the line of
your question, because, so far as I can make out, the tendency has been, in the
United States, rather to do the reverse. Where licensed carriers have operated
parallel routes the trend has been toward the consolidation of these routes and
the amalgamation of companies, so I must say I have no experience on which
to base an answer.

Mr. HAaMmILToN (York West): Now, have we got any routes within Canada
where we have greater flight frequencies, or as great, say, flight frequencies as
six a day? k

Mr. McGREGOR: Yes.

Mr. HamiLtoN (York West): What are the points involved?

Mr. MecGRrEGOR: Vancouver, Victoria, Montreal, Toronto, and in the
summertime; this coming summer, Montreal-Ottawa, and if we take all the
services including those stopping at intermediate points, Toronto-Winnipeg.

Mr. HamiLtoNn (York West): So, those will be the segments of your
route where you will be going six flights or over?

Mr. McGrecor: That is correct, in the summertime. The frequency of at
least two of those routes will probably drop below that figure in the winter.

Mr. HamiLtoN (York West): Can you give us an estimate of your load.

say, between Toronto and Montreal?
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Mr. McGREGOR: I would think it would run very close to the company’s
average load factor, because on the routes that have greater traffic, we fly
greater frequencies. Our effort is not to have wide discrepancies of load factor
between routes. :

Mr. HamintoN (York West): In other words, the national average then,
is pretty well the average of all segments?

Mr. McGREGOR: With the exception of the two New. York services which
I mentioned, which are running higher than that, bécause the average load
factor of Visgounts is particularly high.

Mr. HamirLTon (York West): Has T.C.A. given any thought to any further
changes in routes as were accomplished with the C.P.A. exchange?

Mr. McGREGOR: Not at the present time, of that type.

Mr. HamiLtoNn (York West): No routes within Canada which might be
advantageously exchanged at all.

Mr. McGREGOR: We are continually investigating - possibilities of any
exchange that might be required. Quite recently an independent company
approached T.C.A. with respect to certain operations in the maritimes, inciden-
tally, with the intention, apparently, of giving up competition.

Mr. CARRICK: If Mr. Hamilton is through. I think that the charts which
have been shown to us by Mr. McGregor on the percentage of over-sale dis-
placements 1955, and the percentage of ‘“no shows” for passengers for 1954
and 1955, and the other chart on the “North American passenger load factor,
1955’, would be very valuable information, if Mr. McGregor can give it to
us in figures. I think it should be on the record. It shows the very good
standard of T.C.A.

The CHAIRMAN: Would you be able to do that?
Mr. McGrEGOR: No difficulty at all.
The CHAIRMAN: Mr. McGregor can probably give it to us now, and it

will be on the record, but I think it would be very difficult to reproduce these
charts on the record, but we might have the figures which deal with it.

Mr. McGREGOR: Yes. We can, in other words, read the charts into figure
form and present them in tabular form, if that is satisfactory.

Mr. HamirLtoN (Notre-Dame-de-Grdce): Mr. Chairman, since we are
referring to the charts again, might I just ask Mr. McGregor, this, in connection
with the very good record of “no shows”; in other words, the reduction of
“no shows”. Is that directly related to your “Indian”, of a couple of years ago,
a deliberate campaign which you put on, “Indian Chief no show”? I ask that
for a particular reason. Is that at least partially responsible for that?

Mr. McGREGOR: That is partially responsible. We had very good response,
and we think the figures reflect a direct effect of the campaign. Another
Primary factor, of course, is the continued requirement of the very much
disputed re-confirmation procedure which was abandoned by some American
airlines with shocking effect on their ‘“no show” factor.

Mr. Haun: Mr. Chairman, I notice that in this “operations and traffic
review” we have available ton miles, available passenger miles; is the mail
ton miles that are available included in the available ton miles?

Mr. McGREGOR: No, Mr. Hahn. In both cases, ‘“‘available” means that
either seat or ton mile transportation is there for sale, regardless of how it is
Occupied; that is, whether mail is put into it eventually as revenue ton miles
of transportation or cargo or passengers.

Mr. HauN: What I was asking that for specifically was this, that my
understanding is, at certain times, quite regularly in fact, the mail is left,
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not being picked up by planes, because there is no space available out of
Vancouver; however, these available ton miles, 28 per cent, in no way reflects
—this is an overall percentage in each particular point, this is an over-all thing
rather than a particular point of availability?

Mr. McGREGOR: This is an over-all figure, it is true. On the other hand,
there is very little mail left behind, because the Post Office states its require-
ment with respect to the amount of mail that it wishes to have moved on various
flights, and that space is reserved for the Post Office requirement. Now, in the
event of the mail load, for one reason or another exceeding that stated require-
ment and at the same time the other load on the aircraft, passengers and
cargo being at permissible maximum, we cannot accommodate on one particular
flight more than the commitment to the Post Office. That may occur. But it
is a very unusual situation. In fact, I think there were about nine such cases
in a three months period that we reviewed.

Mr. KNIGHT: In other words, you would always have to fulfill the commit-
ment, and over that they would have to take their chances on handling the load?

Mr. HAHN: That raises another question. How many times did they have
a greater amount of mail than that you were committed to handle actually?

Mr. McGREGOR: There were certain comments made over the Christmas
period about the carriage of mail. At that time we did a detailed analysis, and
I believe, if my memory serves me correctly, there were about 16 or 17 cases
in which the mail did exceed the commitment. There may have been more
cases than that, had the Post Office taken no recognition of their commitment.
In other words, if they had said, there is to be 1,200 pounds carried on this
DC-3 flight we know by agreement, but we are still going to present them
with 1,400 pounds. They do not do that. They recognize and adhere very
closely to the terms of the agreement in existence. I think there were some-
thing like 16 or 17 cases, of which in only nine could we not meet the excess
over the commitment which had been requested.

Mr. Haun: Do they ever, before the flight takes off, and if they have a
greater amount of mail than the commitment calls for, do they usually make
the practice of calling the airport to discover whether or not there is space
available in the ton miles that you have available, ordinarily?

Mr. McGreGoR: I do not think that is the normal practice because it is
a matter of more than an hour as a rule to get the mail from the downtown
post office to the airport. Very many times they say, we have more mail than
is called for on the commitment, are you prepared to carry it; in the vast
majority of those cases we are in a position to say, yes, and do.

Mr. HAHN: You do not feel it desirable that you can carry actually more
mail than what you are carrying at this time?

Mr. McGREGOR: Yes.

Mr. HAHN: This is a paying part of the service?

Mr. McGREGOR: Very much.

Mr. HAHN: Therefore, possibly our commitment should be increased; that
is, the Post Office Department commitment should be increased, if there is
more mail available?

Mr. McGREGOR: Yes, that is reviewed from time to time. For instance, in
December of last year for the first time we exceeded the maximum provided
for in the contract of, I think 700,000 ton miles. We exceeded that by 60,000
ton miles in December with, of course, the exceptional Christmas greeting card
load.

Mr. HauN: Yes, and was that localized at all, or is it over-all?

M. McGREGOR: The figure is over-all?

7
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Mr. HauN: Well, were they particularly localized?
Mr, McGREGOR: The peak?
Mr. HauN: Yes.

Mr. McGREGOR: I would not be prepared to say, Mr. Hahn. I have no
doubt it was higher between the major cities such as Montreal and Toronto.

Mr. HaHN: I ask that question because I had raised the question earlier;
someone referred to your report; some place in the report to the Gordon com-
mission. I believe mention was made of the fact that if we had more cargo
from the west and the east that we would be able to show a greater profit.
Well, if there is more mail available in those points, then, if it were localized
there particularly—

Mr. McGREGOR: Well, in that point that you mention, I have referred
specifically to air cargo, which is very strongly directional in its movement
over any route, with the westbound load far exceeding the eastbound load.
I don’t think the same directional imbalance is true of mail as is true of
commodity movement and cargo.

Mr. HAHN: Then, you do feel there are times, possibly, when mail is either
redirected because they have more than sufficient to fill their commitment,
and at the same time don’t take it out on speculation that there would be
no space available?

Mr. McGREGOR: I think that is right, yes.

Mr. HAuN: And if you were given that mail your expenses would be
increased, of course?

Mr. McGREGOR: Yes, and our revenues would be increased.

Mr. KN1GHT: Of course the post office has no special claim on any room
available after their commitment has been filled?

Mr. McGREGOR: No special claim.

Mr. KNIGHT: They are on a competitive basis with other express.

The CHAIRMAN: Shall the item “Operations and Traffic Review” carry?

An Hon, MEMBER: No.

The CHAIRMAN: We will carry on with this item at 3.30. I might say that
if members of the committee wish to leave their documents here the room will
be locked.

The committee adjourned until 3.30.

AFTERNOON SESSION : 5
3.30 p.m.

The CHAIRMAN: Now gentlemen, I think we have a quorum. Before we
80 on with questions, there were some questions put to Mr. McGregor this
morning and he has been able to provide the answers. If it is your wish we will
have those answers now and I will ask him to do that before there are any
further questions put to him.

Mr. McGREGOR: Mr. Chairman, the first question is one placed by Mr.
Hahn asking for the comparison of our net operating revenues with respect
to our gross revenues for both 1954 and 1955. I shall read the 1955 figures
first and the corresponding 1954 figures afterwards as follows: Operating
Tevenues $77,428,000, $68,764,000. Net income $190,000, $496,000. Per cent
het income of operating revenues :245 per cent, :721 per cent. Operating
income $657,000, $1,032,000. Per cent operating income of operating revenues

"849 per cent, 1-502 per cent.
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Then, there was a question asked by Mr. Fulton. He asked for the details
of a rather confusing situation with respect to loans to and from Canadian
National Railways which is clarified as follows: As at December 31, 1954—
borrowed from Canadian National Railways, September 2 to December 29,
1954, in accordance with financial commitments $10 million. Reloaned to
Canadian National Railways, December 30, 1954, cash surplus to requirements
due to delayed deliveries of Viscount aircraft $6,900,000. Net loans from
Canadian National Railways at December 31, 1954, $3,100,000. It explains why
there was some revenue from money loaned to the C.N.R. while we were in a
net borrowing position. In the year 1955—recalled above temporary loan
to C.N.R. during period January 27 to April 29, 1955, $6,900,000. New borrow-
ings from C.N.R., during period May 13 to August 2, 1955, $3,500,000.

A question was asked by Mr. Hahn as to the degree of depreciation of
the North Star which was lost in the accident in 1954 not very far from Malton
at Brampton. Depreciation on that Super Constellation, registration CF-TCG,
$82,802 against an original book value of just under $2 million.

Mr. Kn1cHT: Might you add what the book value is of the plane lost at
Moose Jaw which was paid by the company?

Mr. McGreGor: It had been depreciated to its residual value of $30,000.

There was a question asked by Mr. Carrick as to the results of the charts
circulated this morning in tabular form. Perhaps Mr. Carrick would not wish
me to read that as it is going into the record. They have been read directly
from the charts.

A question was asked by Mr. Hahn with respect to the payroll expense
and the relating of that to miles, and the transportation job performed by the
company. Total payroll expense in 1955, $34,509,686. The corresponding
figure for 1954, $30,791,557. Available seat miles, 1,380,919,419 in 1955, and
1,179,624,399 in 1954. Available ton miles, 202,176,930 in 1955 and 158,093,399
in 1954. Payroll expense per available seat mile, 1955, 2.50 cents; 1954, 2.61
cents. Payroll expense per available ton mile, 1955, 17.06 cents, and 1954,
19.48 cents. It shows the decreasing labour cost per seat mile and per avail-
able ton mile which was referred to.

The CHamrMAN: Now, we will return to the item Operations and Traffic
Review, which will be found on page 6 of the report.

Mr. Furton: The table at the bottom of page 6, Mr. McGregor, shows that
the differential between available seat miles and the passenger miles flown
has widgned in 1955 as against 1954.

Mr. McGREGOR: Yes.

Mr. FurLton: Working out in round figures to $411 million difference
in 1955 and $327 million difference in 1954. Now, on page 3 of the report in
the covering letter to the minister you say, “As planned, the increase in air-
line capacity was even greater than the increase in volume of business.”
Would you enlarge on that and say why that plan was made and what the
significance of it, is.

Mr. McGrecor: I would be glad to. As I explained this morning the
degree to which the airline can be filled without adversely affecting the
quality of service obviously has a desirable limit. Each flight could be flown
at an 85 per cent load factor quite comfortably as far as the travelling public
is concerned, but if we were to think of an over-all load factor on an area
basis it cannot exceed 70 per cent by very much without meaning that many
flights are booked to capacity and in some cases seats are not available for

the people who want to travel. The plan to reduce the load factor by increased

rate of growth of seat miles was in an effort to improve the quality of service
and availablity of seats.
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; Mr. FurLton: Would that have any bearing on your anticipating an increase
In demand, keeping up with the present demand by meeting an increase in
demand?

Mr. McGreEGoORr: Yes, sir.

Mr. FurtoN: You have now got slightly ahead on a basis of these figures.
The fact that you have that difference means you have got slightly ahead.
Do you think you have got ahead of the currently available demand or as far
ahead as you want to be?

Mr. McGreGor: I think we are as far ahead—70 per cent which is the
operating load factor for 1955 is as low as we can allow the load factor to go
from a financial standpoint at this stage. As more efficient aircraft go into
service I think we can achieve the, situation which exists in the United States
where their load factor is lower than 70 per cent with a subsequent improve-
ment in the quality of service.

Mr. FUuLTON: Hov_v many more Viscounts do your plans call for coming
into service this year as against 19557

The CuarrMAN: That is dealt with later on.

Mr. McGRreGor: We have already had one of the 1956 deliveries of Vis-
Ccounts and we expect three more.

Mr. FuLTon: A total of four over 1955?

Mr. McGreGOR: And in addition two Super Constellations.
) Mr. FurLTon: Six very substantial aircraft. How far ahead in your think-
Ing do you project this taking care of the increasing demand for air trans-
bortation?

Mr. McGreGgor: We have ordered aircraft on the basis of the next three
Yyears, that is with deliveries scheduled for the spring of 1958. Our planning
goes considerably further than that.

Mr. FuLToN: You have ordered aircraft of what types?
Mr. McGREGOR: Viscounts only.
Mr. FurTtoN: How many more of them?

Mr. McGRrEGOR: The total ordered fleet is 36 and we now have 15, so
there are 21 additional aircraft which will be delivered during the winter of
1956-57 and some during the winter of 1957-58.

Mr. FurLtoN: You then say on page 7 “Six transcontinental passenger
flights were scheduled daily during the months of peak traffic...”. Do you
anticipate operating more than six transcontinental flights?

Mr. McGRrEGOR: Yes, by 1958.

Mr. FurTon: This is a very general question: What is your experience
With respect to the demand between travelling public for accommodation in

iscount aircraft as against Constellation aircraft on domestic transcontinental
Toutes? The Viscount now does the transcontinental but with more stops?
Mr. McGrEGOR: Yes. The load factors by types of aircraft show a prefer-
€nce for the Viscount. That does not necessarily mean that people say very
deﬁnitely they would much prefer to travel on the more frequently stopped
iscount than on the less frequently stopped Super Constellation on the
transcontinental route. The load factor on the Viscount is 80 per cent and in
he mid-70’s on the Super Constellation.
Mr. FurToN: What is the difference in the total elapsed time between
Toronto and Vancouver between one as against the other?
72025—4
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Mr. McGREGOR: It is somewhat in favour of the Super Constellation due
to the fact that it makes one stop between Toronto and Vancouver and the
speed of the Viscount is not greatly in excess of the Super Constellation.

Mr. FuLToN: Do you recall what the total time is?

Mr. McGrecor: I think we have a time-table here. Would you like to
have the times?

Mr. FuLTtoN: Have you the difference in times?

Mr. McGREGOR: The Viscount leaves at 8.20 in the morning and arrives
at 6.10 in the evening; 9 hours and 50 minutes clock time which is 12 hours
and 50 minutes total elapsed time. The Super Constellation time is 10 hours.

Mr. FurLton: There is really a difference of nearly 3 hours in the total
elapsed time?

Mr. McGREGOR: Yes.

Mr. FuLToNn: Does that difference in time on the basis of your experience -
with passenger demand more than offset the difference in the load factor?
What I am getting at is I am wondering really whether it could be suggested
that there should be a concentration on the Viscount, which is extremely popular
and apparently more in demand, and even get more of them and keep the
Constellations on the overseas service where the long distance operational
performance is necessary.

Mr. McGRrEGOR: The additional Super Constellations that are on order are
primarily intended to increase our overseas operations. We are planning a
ten frequency per week trans-Atlantic operation this coming summer as well
as putting the transcontinental flights up to two frequencies by Constellations.

Mr. FuLToN: Has the operating cost of the Viscount been worked out after
taking into account fuel and food? Is the operating cost per mile potentially
lower than that of the Constellation?

Mr. McGRreGOR: At the present time it is substantially lower but we do not
believe we shall have an accurate figure on the continuing operating cost of
Viscount until the engines have been through their second or third overhaul
when we shall know what the normal consumption of replacement parts is.
At the present time replacement parts are not going into the engine in the
quantity we would expect later on.

Mr. Furron: But you anticipate that the cost per mile will still be satis-
factory? :

Mr. McGRrEGOR: I think it will still be lower than that of any piston engined
aircraft.

Mr. FuLtoN: Are these new Constellations destined for overseas service?

Mr. McGREGOR: Yes, I think it is correct to say so. Actually the fleet of
nine aireraft that will then exist will be assigned to these two requirements—
the trans-Atlantic service on one hand and the transcontinental service on the
other, so they will accomplish ten weekly flights on the Atlantic route and
two daily flights on the transcontinental route.

Mr. BELL: You made a statement this morning, Mr. McGregor, which con-
tained a passing reference to the fact that you might consider trading maritime
routes. I have been considering this and feel somewhat of a mixed reaction
to it. I realize you may only be negotiating and that you may not wish to
say too much about the matter, but I think any such move should be given
very serious consideration because although there might be increased services
arising out of such a transfer, together with other advantages, it might also
be that the economy of the maritimes, considering its geography and its popula-
tion, would suffer from a general lack of government attention from the Depari-
ment of Transport or from the fact that T.C.A. would not be there in future.
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Mr. McGREGOR: I was misunderstood this morning. I did not speak of
any trading of maritime routes. .I was asked whether we had under con-
sideration any other deals similar to the C.P.A.-T.C.A. arrangement and I
said: No, but we continuously study proposals that come to our attention,
and the reference in connection with the maritimes came up, I think, very
shortly after this—a statement of mine that we had had a letter from a
maritime company suggesting that they might consider the abandonment of
a competitive service.

Mr. MurpHY (Westmorland): That they might, or that you might?

Mr. McGRrEGOR: That they might.

Mr. CArrIicK: Would we not need a motion, Mr. Chairman, that the three
charts which Mr. McGregor gave us should be inserted in the record?

The CHAIRMAN: We are going to deal with that matter. Are you prepared
to move, Mr. Carrick?

Mr. CarrIcK: Yes, that we add these as appendices.

The CHAIRMAN: Motion carried. (See Appendix “A”.)

Are there any other questions on “Operation and Traffic Revenue”? Shall
that item carry? ' ;

Mr. Hamirton (York West): Was the inference made by the maritime
company that they would be interested in some type of trade in connection
with this possible abandonment of the route?

Mr. McGREGOR: No, Mr. Hamilton. Frankly, the letter said: would you
blease tell us what your plans are because this is not very profitable for us
and we think that if your plans do not indicate some improvement from our
Standpoint we may request permission to abandon a certain route.

Mr. Hamirton (York West): Do I understand that we are going through
this page by page?

The CHAIRMAN: I was going to deal next with the heading. I think that

* by following this order we make it clear to anyone reading the report. The

next item would be on ‘“Passenger Traffic”’, page 9.

Mr. HamiLton (York West): We will be skipping “Expansion of Services”
at the top of page 7.

The CHamrMAN: We would deal with the “Expansion of Services” on
bage 7—

Mr. HamintoN (York West): As long as we are going to deal with this
item I am content.” I have only about two more questions to ask.

The CHamrMAN: Very well, “Expansion of Services”.

Mr. Haminton (York West): In connection with these load factors, have
You taken into account the problem of space-weight ratios in so far as your
availability is concerned? When I say that I mean this: that you might have
A load factor of 70 per cent, but that could conceivably mean that even so
You do not have more room for additional passengers because of express or,
Possibly, freight that you might be carrying. Is that possible?

Mr. McGREGOR: It is possible in connection with DC-3’s operating on
SOme of their longer routes.

Mr. HamirtoN (York West): In other words there might be a case where
You would have, from the passenger standpoint, a load factor that is running
only at 70 per cent but where it would be impossible to get any more passen-
8€rs aboard?

Mr. McGrecor: Yes, but when we say that the seat is available for sale,
We mean that it is in fact available for sale; it is not necessarily the number
of flight miles multiplied by the total number of installed seats in the aircraft. -

72025—43
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Mr. HamiLToN (York West): I understand that, and I am just speaking
about the load factor figure that we would use. In that connection, are you
still continuing to carry express and mail on your regular passenger flights?

Mr. McGREGOR: Yes.

; Mr. HAMILTON (York West): Are you still carrying air freight on regular
passenger flights?

Mr. McGREGOR: Yes.

Mr. HAMILTON (York West): So that those three items do have an addi-
tional bearing on your load factor?

Mr. McGREGOR: In the section under “Weight Load Factor” that is described
specifically.

Mr. HARRISON: I think you said your passenger tariff varies up to a cent
per mile per passenger. Would you tell us what this amounts to for the different
services which you have?

Mr. McGREGOR: Yes. It varies inversely with the length of the route as
a general rule, though there are exceptions. The over-all average is a fraction
over six cents per mile.

Mr. HamiLtoN (Notre-Dame-de-Grdace): Mr. Chairman, Mr. McGregor
made some interesting and helpful comments on the question of mails carried,
and one question- which I would like to ask him is—

The CHAIRMAN: Mr. Hamilton, I think there is another item with regard
to “Mail Traffic” and I wonder if your question would properly come at page
ten under that heading? If there are no further questions on the “Expansion
of Services”’—

Mr. HamirLtoN (Notre-Dame-de-Grdace): This question, as it happens,
does relate to the particular paragraph we have under review which deals
with “Air Traffic Revenue”. You had a substantial increase—proportionately
much greater in air freight and air express as against general mail express.

Mr. McGREGOR: Yes.

Mr. Hamirnton (Notre-Dame-de-Grdce): Is that merely because more
mail has not been offering?

Mr. McGREGOR: That means that the growth of mail load which we were
offered did not keep pace with the growth in express and freight traffic avail-
able to us. There was no limitation on capacity.

Mr. HamivTon (Notre-Dame-de-Grace): Just so that I do not get cut
out later I may say that I have certain comparisons to make between your
freight, express and mail traffic. I will make these under the “Mall” section,
Mr. Chairman.

The CHAIRMAN: Are there any further questions on the “Expansion of
Services”? '

Mr. ByrNe: I would like to ask Mr. McGregor if T.C.A. has given con-
sideration to undertaking the route proposed by Pacific Western Airlines of
last fall?

Mr. McGREGOR: As I understand that application it was for services over
routes which are entirely served at the present time. I think their application
dealt with a type of service rather than with any routes not presently served.

Mr. BYRNE: The type of service?

Mr. McGREGOR: Yes, As I understand it, it was referred to as a ‘bus service
and it assumed that there would be no reservation system, among other things.
There may have been one .or two points in the application that are not directly
on th_e route now; I don’t know.

’
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Mr. BYRNE: A flight from Lethbridge to Regina—T.C.A. has a flight to
Calgary and then to Regina—or do they have a direct flight?

Mr. McGREGOR: No, we do operate Calgary-Lethbridge-Regina. I would
have to check. :

Mr. BYRNE: In any case it would not cost any more to fly to Regina by
way of Calgary under T.C.A.?

Mr. McGREGOR: No.

The CHAIRMAN: Shall the item “Expansion of Services” carry? ;

Mr, HAMILTON (York West): I wonder if Mr. McGregor would explain to
me again the theory that he had about the number of flights required in any
one day before he felt that two airlines could carry on business on an eco-
nomical basis? I think he said that six flights per day between points for
each operator would be required.

Mr. McGReGOR: That is basically correct, Mr. Hamilton. What I said was
that we felt that is a fairly general rule of thumb to indicate the minimum
number of flights to enable an operator to make economic use of the ground
crews. The flight frequencies are naturally spread in time over a 24 hour
period—reasonably far apart—which means that if a service is going to operate
efficiently three shifts will be required to provide ground service for those
flights. If the number of flights falls below six it might mean that one shift
Wwould have no aircraft to service; another would have one, or occasionally, two
if a flight was running ahead of schedule. That is a very inefficient use of the
considerable number of personnel required to provide the aircraft with the
Necessary ground service.

Mr. HaminLton (York West): If you had your six flights, it would be no
concern of yours if somebody else operated additional flights?

Mr. McGREGOR: No, providing our six flights remained well filled.

Mr. HaAMILTON: (York West): What I mean to say is this: if an additional
Operator came in at a time when you had eight flights and took two away, that
would affect you, I suppose; but if the other operator was licensed for one qr
two additional flights that would not affect your basic six. Would that be right?

Mr. McGReGOR: I think that is a fair premise. I also think it might be
appropriate to say at this point that so far I don’t think any Canadian license
has been ‘granted with a frequency restriction on it. That is a plan that is
followed in other countries, but it does not seem correct on the face of it.

; Mr. HaMILTON - (York West): I can easily understand your feeling that
1‘? might be possible to carry on without affecting your operations if it were
licensed on that basis.

Mr. McGRreGOR: Conceivably. :

Mr, HamMinLToN; (York West): According to your build-up here you will be
Munning eight flights a day during the summer will you not?

Mr. McGREGOR: No, it is six. There are two Super Constellation flights,
three Viscounts, first class, and two tourist North Stars, I am sorry that is
Seven.

_ Mr. Hamivton: (York West): So we have already passed the minimum of
SIX flights. 3
Mr. McGREGOR: In the summertime.
Mr. HamiLtoN (York West): What about the winter time?

Mr. McGRrEGOR: I am afraid it will be cut down by one as it usually is.

Mr. HaMmiLToN (York West): I see. Has the frequency of your flights shown
& steady build-up over the last several years?
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Mr. McGRreGOR: If you take a period of years there has been a gradual
increase, but the addition of one flight is a pretty big step to take and the result
is that we usually make an increase of one flight with respect to either winter
or summer operations on an average, I suppose, of every two years.

Mr. HaMILTON (York West): On your trans-Atlantic services—and, Mr.
Chairman, this still comes under this heading Expansion of Services—you
operate at a profit, I take it?

Mr. McGREGOR: Yes.

Mr. HAMILTON (York West): You do not have anything like the same
frequency of services there; it is not required on that type of run,-is it?

Mr. McGREGOR: No. We get nearly half as much again per passenger mile
on the Atlantic route, but there is strong competition as compared with the
domestic operation.

Mr. HAMmILTON (York West): What competition do you face there?

Mr. McGREGOR: Out of Montreal B.O.A.C.; Air France; and K.L.M.

Mr. HaAMILTON (York West): Has there been any indication that S.A.S. are
going to apply to come in there too?

Mr. McGREGOR: I believe there has been a rumour but I have not heard
of any formal application.

Mr. HamiLtoN (York West): You still operate at a profit with three
foreign competitors?

Mr. McGREGOR: Yes.

Mr. HaMmILToN (York West): And that is done with a flight frequency of
about eight a week?

Mr. McGRrEGoRr: Eight last”summer.

Mr. HamirLtoN (York West): How many flights do these other people
operate?

Mr. McGreGor: I believe B.O.A.C. have the same,number as we do, but
the other two carriers have a fewer number.

Mr. HAMILTON (York West): A fewer number; do you know how many?

Mr. McGREGOR: I believe that Air France has three a week, and K.L.M.
perhaps has four, but I could check those figures for you.

Mr. HamiuToN (York West): You do not have the benefits from your
overseas service that you get out of your'domestic flights although you have a
higher tariff return?

Mr. McGRrecor: That is right.

Mr. HaAMILTON (York West): With the change that you made with C.P.A.
here, trading a domestic for a foreign service, how many passengers were you
taking out of Toronto, let us say, in good months like January and February
of last year?

Mr. McGREGOR: I have the figures for the year. For the Montreal and
Toronto group, southbound we had available for. travel to Mexico 1,168 seats
and we carried 553 passengers, with a load factor of 47 per cent. Northbound
we had available seats to the total of 1,188, and we carried 592 passengers
for a load factor of 49-9 per cent, and with an over-all load factor of 48-6.
I should draw your attention to the fact that that service started in January
of that year.,

Mr. HamiLToN (York West): That was the opening month. How long did
you carry it on? :

Mr. McGreEGOR: Until"'November 1st of last year.
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Mr. HaMILTON (York West): November 1st. Have you got the figures
for your last month’s service?

Mr. McGREGOR: No. These are the year’s figures or rather for ten months.

Mr. HamiLtoN (York West): Have you got them broken down to months
at all? ’

Mr. McGREGOR: I could get those figures but I have not got them here.
Mr. HaminToN (York West): Would you get them for me?
Mr. McGREGOR: Yes.

Mr. HamiLToN (York West): Have you any idea of the load factor which
C.P.A. has, Toronto to Montreal, according to its' two months statement of
operation?

Mr. McGREGOR: No. g

Mr. HaminToN (York West): You have no idea?

Mr. McGRrEGOR: They have been operating going on six months.

Mr. HaMmILToN (York West): Since last November.

Mr. McGREGOR: The first of November, yes.

Mr. HamiLToN (York West): And you have no idea about their figures?

Mr. McGREGOR: No.

Mr. HaMmILTON (York West): I assume they could be obtained from the
A.T.B. people.

Mr. McGREGOR: I am sure they can.

Mr. HamiLToN (York West): I think we can get into tourist traffic later,
but it does come under passenger traffic.

Mr. HAuN: On expansion of service, what is being done with respect to
trans-Polar flights?

Mr. McGreGgor: By T.C.A.?

Mr. HAHN: Yes.

Mr. McGREGOR: Nothing!

Mr. HauN: You have no intentions at all in that field?

Mr. McGREGOR: No.

Mr. Haan: Have you any objection to others entering the field on the

basis of charges comparable with the rate of tariffs—that is compared with
Your trans-Atlantic tariffs?

Mr. McGrEGOR: No. We did not raise any objection when C.P.A. applied
for the so-called trans-Polar route; it is not “very” trans-Polar, and we had
no objection.

Mr. Haun: You say you had no objection. Would you have any objection
to traffic being taken on at Winnipeg for Scandinavian lines?

Mr. McGrEGOR: Yes we have.
,  Mr. Haun: What is the basis of your objection?

Mr. McGrecor: That it deprives us of traffic which originates in the middle
of Canada.

: Mr. Haun: What percentage of paid traffic would go under European
ours?

_ Mr. McGrecor: From points, let us say, Winnipeg and the west, or
Innipeg itself?
Mr. Haun: Let us say Winnipeg and the west?

Mr. McGrEGOR: I would have to guess at that at the moment. It would be
Substantial but I can get the actual figures.
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Mr. Haan: Would you?

Mr. McGrecor: Yes. We may have them here. Oh no, I think we will
have to look them up for you.

Mr. Haun: You raised no objection to C.P.A.’s reduction of fares compared
with the American lines on the trans-Polar route?

Mr. McGrecor: The fare situation really is not in our hands. Interna-
tional fares are all agreed to by the International Air Transport organization.

Mr. Haun: C.P.A. has made an application which was turned down by
the Air Transport Board of Canada and objection was raised by I.C.A. that
competition by C.P.A. was losing traffic by reason of the fact that they could
board trans-Polar at Seattle at $18 less than T.C.A. could offer them out of
Vancouver.

Mr. McGRreGOR: To where?

Mr. HAHN: On trans-Polar flights.

Mr. McGrecor: But destined to where?

Mr. Haun: To Copenhagen.

Mr. McGreGor: I am getting a little outside my own knowledge at this
point, but C.P.A. services terminate at Amsterdam, and the S.A.S. in Copen-
hagen and Stockholm. I do not think that the Canadian Air Transport
Board would adopt such an attitude with respect to international fares, it
having been agreed to by the governments involved that the international
rates will be agreed to in traffic conferences of the International Air Transport
Association: :

Mr. Haun: T.C.A. made no objection. That is the important point.

Mr. McGreGor: To the rates being established?

Mr. Haan: Either to that, or the fares and rates.

Mr. McGgreGor: I am quite sure that we would ask for an equalization of
fares in an I.A.T.A. traffic conference. !

The CHAaIRMAN: Shall the item “expansion of service” carry?

Mr. HamiLtoN (York West): Dealing with the last question asked by
Mr. Hahn, I asked this question last year of Mr. McGregor:

Mr. HamiutoN (York West): Looking into next year’s revenue

picture do you feel that the remaining 25 per cent will be affected mate-

rially by the licensing of the so-called trans-polar route from Vancouver?

Mr. McGRreGOR: We have made an attempt to estimate that. From
the whole of the west coast area which we serve including Seattle, Van-
couver and Victoria, our trans-Atlantic business last year was $400
thousand in gross revenue. What proportion of that traffic and what
might be regarded as normal growth that will be diverted to the Cana-
dian Pacific Air Lines remains to be seen. I doubt if it would be half
of it because I don’t think the route will be as popular and it does not
terminate in a big terminal such as London.

Could you tell us what the amount of your gross revenue was out of that
area within the past year on trans-Atlantic service?

Mr. McGREGOR: Yes, we could. get that but I have not got it here. I can
tell you what the total revenue from all the companies operating trans-North
Atlantic routes was: C.P.A. in 1955, had 8 per cent of it.

Mr. HamriLtoN (York West): You say 8 per cent? Can you give us any
idea whether your gross from the same type of survey which you must have
made here, dropped any from last year?

Mr. McGREGOR: No, but I can get it. Would a representative month do?
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Mr. Haminton (York West): Well, I am trying to compare it against the
$400\ thousand proposed revenue.

Mr. McGreGor: I see. If I may compare December 1955 with December
1954, these are the percentages: first of all, tourist. I can give you the
total for tourist class passengers; T.C.A.’s traffic as a percentage of the total
decreased by 7.7 per cent, while C.P.A. had 6.6 per cent as against zero in
the previous year.

Mr. HamintoN (York West): Does that relate entirely to the traffic condi-
tions in the area west of Winnipeg, or is that your over-all trans-Atlantic
picture?

Mr. McGREGOR: It is our over-all trans-Atlantic picture but there again
C.P.A.s is only from the west, and it goes from zero.

Mr. HamILToN (York West): There is no indication from those figures as
to whether the loss of 7.7 per cent took place in your potential west of
Winnipeg, or just took place right across the board?

Mr. McGREGOR: That is correct.

Mr. HamiLToN (York West): Do you know the loss with respect to this
other outfit here, Air France?

Mr. MCcGREGOR: Yes.

Mr. HamrinTon (York West): With all these nice pictures, they might have
got part of it!

The CHAIRMAN: Shall the item “expansion of service” carry?

Mr. McGREGOR: I could give you their percentage, if it would help.

The CHAIRMAN: Carried.

The next item is “passenger traffic” on page 9.

Mr. HamintoN (Notre-Dame-de-Grdce): In connection with passenger
traffic there is a relationship; there is mention there of the company’s aggres-
sive merchandizing program which contributed to traffic growth. I remember
Mr. McGregor saying that last year, and I think we both agreed on the pro-
8ressive merchandizing done and its major effect on the growth of the company;
at that time, last year, you indicated that a great deal of the bulk of your
advertising expenditure '‘was made in Canada.

Mr. McGREGOR: Yes.

Mr. HaMmIiLToN (Notre-Dame-de-Grdce): And does that condition still
continue in about the same proportion?

Mr. McGREGOR: Yes. Well, as a matter of fact the proportion of our
advertising which will be spent in 1956 in the United States will be less than
Wwas the case in 1955 because of the introduction of the Viscounts, and because
of the special program which was put on in connection with them.

Mr. HamiLton (Notre-Dame-de-Grdce): In that connection, have you
the names of the agencies which you are using in the United States?

Mr. McGREGOR: Cockfield Brown at the present time.

Mr. Hamirnton (Notre-Dame-de-Grace): Do you expect to continue to
utilize that agency in the United States?

Mr. McGrecor: That is under active study at the present time, in the
belief that perhaps an American agency with its greater representation geogra-
Phically in the United States might be preferable.

Mr. Haminton (Notre-Dame-de-Grace): That would be your only basis
for switching to an agency in the United States, because of its greater repre-
Séntation geographically?

Mr. McGREGOR: Yes.
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Mr. HamiLtoN (Notre-Dame-de-Grice): What then would happen fto
your Canadian account?

Mr. McGRreGOR: Nothing.

Mr. HamiLtoN (Notre-Dame-de-Grace): You would leave it with Cock-
field Brown?

Mr. McGREGOR: Yes.

Mr. HamiLtoN (Notre-Dame-de-Grdce): May I place myself on record
to indicate that I am very strongly opposed to the principle of an agency of
the Canadian government utilizing an American advertising agency even for a
segment of their account in the United States. We are going to be discussing
the Canadian National Railways estimates subsequently, and they are also
engaged in this. Let me say that to my mind it is a most unsatisfactory process.
But I shall not push it any more except to express my personal hope, Mr.

MecGregor, that you would go very, very slowly indeed before you did some- -

thing which, not only in the eyes of a business man, but in the eyes of many
expert advertising men, is not necessarily the wisest course to follow, and I
do not mean that as a reffection on an American advertising agency itself.

Mr. McGREGOR: Yes, I think we should look into it most carefully.

The CHAIRMAN: Any further questions on passenger traffic?

Mr. CHURCHILL: This morning a passing reference was made to the old
final confirmation, and we discussed it at some length last year. I do not

want to spend too much time on it now, but how is that system—well, it is
reconfirmation.

Mr. McGREGOR: Yes.
Mr. CHURCHILL: How is that working, Mr. McGregor?

Mr. McGrecor: It is working as it always has, Mr. Churchill. A certain
amount of difficulty arising from people forgetting to do so, which was aggra-
vated by the fact that several American carriers, after adopting the recon-
firmation procedure abandoned it. I think it is probably a fair guess they
will reinstitute it in the light of their experience with the “no show” factor—

Mr. CHURCHILL: On a six-hour basis?

Mr. McGRreGOR: Yes, but, that created confusion. There was certain pub-
licity given to the fact that it had been abandoned by certain airlines, and it
was presumed by a number of people that it had been abandoned by all airlines.
As a matter of fact about half the carriers in the States abandoned it, and
about half retained it. We retained it, as we had it from, oh, eight or nine
years back.

Mr. CHURCHILL: I was a bit puzzled a month ago; I went from here to
Toronto by plane, and at Toronto I decided that I would buy tickets for myself

and my wife from Winnipeg to — or, I got a ticket from here to Winnipeg, .

I should say, and at Toronto, while waiting I decided I would purchase tickets
from Winnipeg to Victoria, which I did. I phoned my wife to meet me in
Winnipeg, and we would continue on. I was on flight four. When I got to
Toronto I was informed over the loud-speaker that I was wanted at the desk.
When I got there I was told my flight had not been confirmed and that there
was no passage for me from Winnipeg to Victoria. Six hours had not elapsed.
I was on board a T.C.A. plane. I had no means of communication, to my
knowledge with Winnipeg. High blood pressure resulted. But very courte-
ously, a gentleman in charge discovered there were three vacancies on the
plane going to Vancouver and permitted me to go on board. I then asked if
I could be sure of getting from Vancouver to Victoria. I was told it had not
been confirmed. Once again I was air borne and had no chance of confirming.
So I just wondered, is that- normal, or was I just an unfortunate passenger?
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Mr. McGreGor: Well, I do not know when you purchased your ticket.

Mr. CHURCHILL: At 2.30 in Toronto, and the plane left at 3.

Mr. McGREGOR: I see. Mr. Churchill, under those circumstances, that
request, when it was confirmed to you in Toronto, as I expect it was, should
have been marked, “No reconfirmation required”, and if that was not done
it was an oversight.

Mr. CHURCHILL: Well, what would be your view? Is there a teletype
system from Toronto to Winnipeg?

Mr. McGREGOR: Yes. As we said last year, the reconfirmation requirement
exists where the ticket is not purchased at the point where the travel is to
commence. It is not necessary, and you did not reconfirm when you left here
—at least I presume you did not. If you did it was not necessary; but it was
necessary on the other. Where it was physically impossible for the reasons
that you have mentioned, then the reservation should have had a teletype
communication; and with respect to the reservation, it should have had “No
reconfirmation required”. That should have been done with respect to the
Vancouver-Victoria portion, also.

Mr. CHURCHILL: Other than that it was a good flight.

Mr. McGREGOR: Good!

The CHAIRMAN: Any further questions on passenger traffic?

Mr. HAMILTON (York West): Mr. Chairman, in connection with this para-
graph, I see a reference to the introduction of tourist services—

The CHAIRMAN: That is right.

Mr. HamiLToN (York West):—which, in 1955 accounted for 32 per cent
of all T.C.A. passenger traffic. Has there been any extension of the services
since we met last year?

Mr. McGREGOR: Yes. Tourist service was applied to the southern Caribbean
operations throughout, in 1955. That is the only major extension. There were
additional tourist flights put on certain routes.

Mr. HAmiLToN (York West): Additional flights, domestic fllights?
Mr. McGREGOR: Yes.

Mr. HaminToN: (York West): Right, and have you any plans for further
extensions of that kind?

Mr. McGREGOR: Not in 1956, Mr. Hamilton.

Mr. HAmMILTON (York West): Well, now assume, then, that that same pattern
still applies—that is, you have got tourist flights on your major hops, and you
do not have them on your short hops where you are using DC-3’s?

Mr. McGREGOR: That is correct.

Mr. HamiLTon (York West): Well, now, last year I think you did refer to
blans along that line. Have they changed any?

Mr. McGREGOR: Yes, in one instance. There was consideration being given
at this time last year to the operation of two types of equipment on the two
major trans-border services, one of which would permit the operation of tourist
Services. These have been abandoned as being not very practical.

Mr. HamrinToN (York West): Is that the only one you had in mind? I asked
You last year this question, “How long do you think it will be before we can
GXpect to have a tourist type of service on the shorter hops?”, and your answer;
“It will depend on the route and the traffic volume; I would say a year or a
Year and a half.” Was that the only one you had in contemplation at that time?

Mr. McGREGOR: Yes.

Mr. HamiLtoN (York West): Now you have abandoned that?
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Mr. McGREGOR: Yes.

Mr. HAMILTON (York West): And there is no prospect of tourist services
on the hops such as Ottawa-Toronto, Montreal-Ottawa, places like that?

Mr. McGREGOR: There is tourist service between Ottawa and Toronto.

Mr. HaMmILTON (York West): There is tourist service?

Mr. McGREGOR: Yes, there is the North Star tourist service.

Mr. HamiLToN (York West): That is what I wanted to find out about.
Since last year you have introduced tourist service between Ottawa and
Toronto?

Mr. McGREGOR: Yes, I believe so.

Mr., HAMILTON (York West): 1 see.

Mr. McGREGOR: At least, I believe it exists today, but I am not sure it
did last year, Mr. Hamilton.

Mr. HAMILTON (York West): Well, I think the North Star is an extra flight
as I understand it, so it is probably new this year. Is that in prospect anywhere
else? The reason I asked that was that previously you had a tourist rate,
say from Vancouver to Toronto, or Edmonton to Toronto, and then you had to
buy first class from there on; does that condition still exist?

Mr. McGREGOR: On the few routes you mentioned where only DC-3 service
exists, and for instance, it exists at the present time east of Montreal with
respect to the new Quebec service.. We hope to be able to do something about
tourist service between Montreal and Quebec in due course.

Mr. HamirLToNn (York West): Well, now, is that because you are flying
DC-3’s there?

Mr. McGREGOR: Partiallly DC-3’s and partially North Stars.

Mr. HAMILTON (York West): Well, now, is there really any justification,
say, for charging the first class rate between Ottawa and Toronto where you
fly one-passenger Viscount and the next passenger DC-3? There is really
no comparison between that equipment, is there?

Mr. McGReGor: Well, rightly or wrongly, Mr. Hamilton,—the industry’s
attitude toward tourists as compared with first class has not been associated
with the type of equipment, but with the density of seating in the aircraft
cabin. If one is sitting with his knees against the seat ahead—there is what
we call the 36-inch space between seats; and in the case of large aircraft,
there is five abreast seating. That is regarded as a tourist operation, regardless
of the type of aircraft. Now, I am quoting the industry attitude; I am not
attempting to defend it.

Mr. HamirLToN (York West): So there is no attention paid to the difference
in speed in which you might go one day to Toronto from Ottawa in the Viscount,
and the next day have to go in a DC-3?

Mr. McGREGOR: That is correct.

Mr. HaMmiLToN (York West): Paying the same fare?

Mr. McGREGOR: The same fare. At certain times carriers have applied
surcharges on new and faster equipment. Those have usually been dropped
after the novelty has worn off.

Mr. HaMmiLToN (York West): Now, is the DC-3 used as tourist aircraft;
is it not used as tourist aircraft anywhere?

Mr. McGgrecor: Not by us.

Mr. HaMILTON (York West): Pardon?

Mr. McGRreGOR: Not by us.

Mr. HaMmiLToN (York West): No, but by any other airlines?
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Mr. McGREGOR: I believe there are four abreast DC-3’s. I would not be
sure whether they are charging tourist fares or not. -I think they should be.

Mr. HaMmILTON (York West): So that any change in these tourist patterns
would be dependent upon the placement of the DC-3 and not by any down
grading of the DC-3. '

The CHAIRMAN: Mr. Follwell, have you a question?

Mr. FOLLWELL: Mr. Chairman, I think it might come under this heading.
It was just a suggestion by way of probably improving the accommodation
for the passengers. Recently I came up from New York. I think the plane
left at 8.35 in the morning, and that flight does not serve breakfast, but the
flight out of Montreal going to New York leaves at 8.20 and they serve break-
fast. Now, you find this; I found it, that if you are in a hotel down town in
New York, you have to get up at 6.30, and then you have to get a taxi over
to the air terminal, and you have to be there an hour and a half ahead, which
puts you there at 7.25. You have got out to the airport, and by the time
you get on the plane.you have not had a chance to get breakfast. I was not
particularly concerned, but on that same flight there were several people asked
if they were going to have breakfast. Now, I do not know whether it might
be an improvement in the service, and probably might be more acceptable
to travellers if—

~Mr. McGreGor: Well, I think it is a very good suggestion, Mr. Follwell:
but the fact is we do have fairly fixed rules with respect to meals related
to hours of departure, and 8.30, I think, is the cut-off on breakfast. But, quite
frankly, serving meals on Viscount flights from New York into Montreal and
Toronto is rather difficult because of the short flight time. To serve 40 meals
in a matter of 100 minutes on that run is extremely difficult. '

Mr. FoLLweLL: What I was wondering about is that I think it is 8.20 you
go out of Montreal to New York, and they serve breakfast on that, but you
say you have a cut-off period there.

Mr. McGREGOR: Yes.

Mr. ForuweLL: However I think there were quite a number of passengers
including myself who did not know you had a cut-off period.

Mr. McGrEGOR: Well, the meal service is marked on the time-table; but,

it is too discriminatory, if 15 minutes cost you a breakfast.

Mr. FoLLwgLL: Well five—five minutes.

Mr. Kn1cHT: Are there any of these—for instance these two tourist planes,
so described on page 7, is there any mixed accommodation on planes? Is
there still that little place behind where it used to be characterized as first
class service, whereas at the front it was tourist?

Mr. McGREGOR: Only on North Atlantic operations.

Mr. FoLLwEgLL: Just across the sea. On the North Atlantic plane, what
Proportion or amount would be given over to that first class section, the
Section behind there?

Mr. McGreGor: Well, the seating is 52 tourist and nine first class.

The CHAIRMAN: Shall the item ‘“passenger traffic” carry?

Mr. Haun: Just before going on, Mr. Chairman, the fact that we have
made tourist traffic available to the public, do you feel that it has effected
an increase in our over-all traffic?

. Mr. McGrecor: On some routes I do. On the transcontinental route I am
Inclined to think that it has brought about some new traffic due to the lower
fare. But for the most part, I think we are getting other people into tourist
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aircraft that would have originally preferred to travel in first class aircraft.
In some other cases the timing of tourist fiights is more convenient to the
specific requirement of the traveller.

Mr. Haun: Can I interpret your remarks to mean, then, that possibly
you might be considering the deletion of one tourist flight and putting on
another Viscount, let us say, for trancontinental service?

Mr. McGREGOR: No, we are not contemplating that, because it is necessary
for us to operate at least two tourist North Stars across the country if we are
to make tourist services available on two major routes, through Edmonton and
through Calgary. So there would be no intention of reducing that. But we will
put on additional first class services.

Mr. HAuN: And your tourist, then you expect your tourist trade may
fall oft?

Mr. McGREGOR: The percentage of the total would drop.

Mr. FurToN: Mr. McGregor, you gave a statement in your annual report
on page 9, “General prosperity and an aggressive merchandising program con-
tributed to the traffic growth”. In your submission to the Gordon Commission
you said at page 9, “The nature of aviation is such that a large proportion of
the business of the airlines is self-generating and would not exist in any form
if it were not for the speed and other characteristics of the transportation
medium involved”. We have had some questioning or discussion on competition
previously and I thought that was interésting and might be related to that
other discussion. In other words, I take it what you are saying in a sense
in both those two passages is, provided you have the aggressive merchandising
program then to some extent—not to an unlimited one—the provision of safe,
attractive, convenient service does create its own demand.

Mr. McGREGOR: I think that is correct. What I had in mind when I said
sometimes traffic was self-generating had reference to the type of case where
a man, for instance, went from Montreal to Toronto to sign some documents
and flew back in a flight leaving Malton in half an hour. Had he been required
to travel by train he would not have done it; he would have sent the docu-
ments by mail. I think the speed of available transportation does produce
some travel which would not have occurred by any other means.

Mr. FuLTOoN: Speed and availability perhaps?
Mr. McGREGOR: Yes.

Mr. FurLtoN: Then, would it not be possible that the existence of compe-
tition, while initially it would produce perhaps some reduction in your own
traffic below the point you would desire, might very quickly build up the
demand for the accommodation to the point where the extra availability of air
transportation filled up both the competitors and the original service?.

Mr. McGRrEGOR: No, Mr. Fulton, my feeling is that the normal advantages
of competition are seriously restricted with respect to air transportation and
two or three other things such as telephony because it is not a matter where
price can be open to complete competition. The price of air transportation is
a regulated affair and would apply equally to any number of carriers on a
given route. After that perhaps the remaining argument is.that the quality of
service might improve. My own feeling is that, as the ability to make an
honest dollar out of the business decreased the effect would be for the quality
of service to deteriorate.

Mr. FurLton: I might agree with you, and I do not suggest you carry the
plan I was advancing to the extreme without considering other factors, but

what about trying it on a regional basis? Is there a possibility in the heavily.

populated areas where—admitting it is on a limited basis there—in the case
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of the instance which you gave us, you might find another similar requirement
for the use of aircraft in that the man possibly would not have gone if he had
had to wait 24 hours for a flight?

Mr. McGRrEGOR: I think that is perhaps quite right. Perhaps you would
like to hear some figures of the competitive routes. There is a fair amount of
air competition in Canada. We have referred to the American New York
routes which are competitive, and there are some others. There is Northwest
and T.C.A. between Edmonton and New York; C.P.A. and T.C.A. between
Regina and Edmonton. There is competition again in the maritimes over
routes to which we have referred, the one involving Moncton, Fredericton and
Saint John. There is a substantial amount of local traffic on many of these
routes. We made the statement in the document to which you referred a
moment ago that about 85 per cent of T.C.A.’s route pattern was either under
direct competition or a condition closely approaching that. Canadian Pacific
Air Lines operate between Regina and Edmonton, so do we, and between
Vancouver and Calgary; Pacific Western Air Lines, between Vancouver and
Victoria; Quebecair, between Quebec and Seven Islands; Maritime Central,
between Moncton and Saint John and between Moncton and Goose Bay;
Colonial Airlines, between Ottawa and New York; American Airlines, between -
Toronto and New York, between Toronto and Cleveland via Buffalo, and
between Toronto and Chicago; U.A.L., between Vancouver and Seattle; and
Northwest Airlines, between Edmonton and Toronto. )

Mr. FuLton: Your experience in those routes has not been too disastrous?

Mr. McGREROR: No.

Mr. Furton: You said that N.W.A. operates between Vancouver and
Victoria. Could that be described as truly competitive? It is a charter service
only, is it not?

Mr. McGRrEGOR: They have a licence to operate a §chedule service I believe.

Mr. Furton: I did not know that. When did they get it?

Mr, McGREGOR:I think last August.

Mr. Furton: Do you know if they do operate a schedule?

Mr. McGreGORr: I cannot answer that definitely.

Mr. KnigaT: Just for the record, could you tell me on which routes in
Canada the T.C.A. has no competition?

Mr. McGreGoRr: Yes, but that is a large order:

Mr. Kn1gHT: I do not mean that you give it in detail.

Mr. McGREGOR: . Toronto-Ottawa-Montreal is a good example of no com-
petition. Everything else west of Montreal, except the short legs such as
between Regina and Winnipeg, Saskatoon and Winnipeg, Saskatoon and
Edmonton and so on, are to some degree eligible for competition, usually
lnvolvmg a change in carriers.

Mr. FuLton: On the other hand your through routes, while there is some
competition below the border, Vancouver to Toronto, Vancouver to Montreal,
are not really competitive in the sense you have described these other routes
as competitive.

Mr. McGREGOR: That is correct. They are inconveniently competitive.

Mr. HamiLton (York West): In Canada, you have mentioned Calgary to
Vancouver requires several stops by C.P.A.

Mr. McGreGgor: Two, I think.

Mr. Haminton (York West): 'Compulsory stops?.

Mr. McGreGor: Yes.

Mr. Hamirton (York West): You would call that a milk run?
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Mr. McGRreGor: I do not know I would call it that, but by the same token
the stops produce traffic I assume or they would not make them.

Mr. HamILToN (York West): And west, referring to northwest of Toronto
from Edmonton, is competitive and that still requires the use of T.C.A. to
Chicago, does it not?

Mr. McGRreGOR: No, Edmonton to New York.

Mr. HaMmILTON (York West): That still requires transportation by T.C.A.
to Chicago?

Mr. McGREGOR: We assume Buffalo to be the changeover point.

Mr. HAMILTON (York West): Again it is not straight competition along
that route?

Mr. McGrecor: No, as I say, somewhat inconvenient.

Mr. HamiLTtoN (York West): I have your schedule dated January 1, 1956.
I do not see any tourist service between Ottawa and Toronto. Are you sure
that that just is not an extra flight?

Mr. McGRreGOR: I hope I am right in what I said—I am sorry. The tourist
North Star does not stop at Ottawa.

Mr. HamiLton (York West): The odd time I understand it does stop.
Is it a tourist flight when it does stop here? I understand you have operated
North Stars as extra flights. Are they named as tourist flights when they
do go through here?

Mr. McGREGOR: No.

Mr. HamiLron (York West): You, therefore, have no tourist rate between
Ottawa and Toronto or Ottawa and Montreal?

Mr. McGRreGor: No.

Mr. FurLton: Referring back to the analysis you gave me in connection
with competition is it not a fact in many of those lines, such as Vancouver-
Calgary, the charter or permit would not have been issued except on the
terms that that line must make those intermediate stops; in other words,
that it could not be a competitive through service with your own?

Mr. McGreGor: I must not try to put myself in the position of the Air
Transport Board but I think you are probably right in that assumption.

Mr. HamiLtoN (York West): You did refer to a decrease in the overseas
service and an increase in C.P.As service—a percentage increase and per-
centage drop. However, you say the volume of traffic on the overseas service
was gratifying. Does that mean your gross revenue is still increasing not-
withstanding the loss of the share of the market?

Mr. McGreGor: That is correct. The total of passengers went up.

Mr. HaMIiLToN (York West): And you are competing in that case against
12 companies? .

Mr. McGreGor: If we consider the New York gateway as being eligible,
which it is.

Mr. HaMILTON (York West): Under this heading, how many free trips
were granted last year?

Mr. McGREGOR: Again the type of passes classified as what we call the
non-contingent pass were 1,650, and the contingent passes were 33,069 a total
of 34,663. You again divide that between company business, company
employees and others.

Mr. HamiLToN (York West): That is a considerable drop from last year
when it was over 50,0007
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Mr. McGREGOR: I do not think so. What happened last year was in the
way we answered the question. We answered it in the form of legs of trans-
bortation. If anything I think the passes are slightly up this year.

Mr. HamiLToN (York West): How many of these passes were granted for
publicity and purposes of that kind?

Mr. McGREGOR: In the case of non-contingent 680 and in the case of
contingent passes 944, or a total of 1,624. 5

Mr. HamILTON (Notre-Dame-de-Grdce): Mr. Chairman, before we leave
this section, we have been talking about competition as between airlines, and
I am wondering if the introduction of the new transcontinental services on
the railways has had any appreciable effect on your own traffic?

Mr. McGREGOR: We thought we detected it. Our rate of growth on the
services paralleled by those two trains was lower than on other routes.

Mr. HamiLtoN (Notre-Dame-de-Grdce): Did you notice a particularly
significant variation in the traffic between Montreal and Ottawa?

Mr. McGREGOR: No. That always surprises me by its air volume.

Mr. HamiLtoN (Notre-Dame-de-Grdace): It surprises me too. The reason
I asked that is I have one-half of an air ticket left over from the time of the
introduction of the new train service. I have never had occasion to use it
because the train service is so good.

Mr. KN1iGHT: While we have been on the subject of competition, it seems
to be the belief on the part of some of my friends that the creation of a new
line in competition with Trans-Canada would result in greater efficiency. I
Would like to ask you, Mr. McGregor, do you think we have in this country
Sufficient population to stand a new line of that sort, or at least a sufficient
bercentage of those people who would be wanting to travel by air where
You would have competition of that sort and would it actually increase the
efficiency?

Mr. McGREGOR: Mr. Knight, again at the risk of being prejudiced I would
Say on this matter of increased efficiency that we are not capable as a company
of operating in two different ways on two different routes. We are strongly
Competitive on the New York route. We operate under the same regulations
With the same aircraft and the samie crews and we are successful in those
Operations but we do not behave more efficiently with respect to the Toronto-

ew York operation than we do in respect of the Toronto-Winnipeg operation.
€ are giving the best service we know how.

) Mr. KN1gHT: After all, competition just for the sake of having competition
. 18 not what we are after, is it? I would say, if I can make a statement or
€Xpress a belief, that you will have an immediate expansion of facilities which
Would be terrifically costly in view of our present population, and the popula-
?1011 does not increase very fast. It seems to me you would have to have an
Increase in fares to keep the thing going and that you would certainly lose a
lot of business; that your coverage would not increase proportionately and
ffhat the other people would be placed in the same fix. Is it your opinion, as it
IS mine, that in'those circumstances you would have a lessening of services
Or an increase in the rate people would have to pay for such services?
Mr. McGregor: I personally think both would happen.
Mr. KnigHT: There is the other question, too, regarding outlying areas.
Now 1 think that without a nationally owned air service a lot of people would
€ out of luck in the face of tough competition between a couple of commer-
ly owned lines. Is that your opinion, Mr. McGregor, as it is mine?
Mr. McGreGor: You are quite right, Mr. Knight. There are services to
Many points which are boarding between three and eight passengers a day.
72025—5
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It would be impossible, I think, for an airline to extend services of this kind
and at the same time have to share its main line revenue.

Mr. KnicHT: I do not want to go into detail, but I think there should be
some expression at least of that belief in this committee.

Mr. Furton: If the thing which Mr. Knight envisages in his last questxon
were to happen would not somebody have to go out of business?

Mr. KnicHT: Then we would cease to have competition.

Mr. FuLToN: Is not that the only way of proving which is the most efficient
operation?

Mr. McGREGOR: An expensive experiment.

Mr. HamiLton (York West): I wonder if Mr. McGregor would tell us
what are the outlying areas being served by T.C.A.

Mr. McGRreGor: Kapuskasing is an outlying point. Goose Bay, perhaps,
could be called outlying. But I think Mr. Knight was probably referring to
small communities such as Swift Current, Medicine Hat, Brampton, Yorktown
and so on, even though they could not, perhaps, be called outlying in a
strictly geographical sense.

Mr. HamiLtoN (York West): Would you be glad to give up your services
to some of these places if somebody else agreed to take them on?

Mr. McGreGor: We might be.

Mr. Carrick: I wonder if Mr. McGregor would explain in a little more
detail what he meant by non-contingent passes and contingent passes?

Mr. McGreGor: The holder of a non-contingent pass has the right to
reserve a passage. The holder of a contingent pass may travel only if a seat
is available and no one else is there to fill it.

Mr. CARRICK: So the holder of a contingent pass would occupy a place
only if there was a seat which would otherwise be empty?

Mr. McGreGor: Correct.

Mr. Haun: Returning again to the question of competition, would you feel,
Mr. McGregor, since the T.C.A. is a common carrier across Canada, that it would
be to the advantage of the T.C.A. to dispossess itself of all the outlying routes
including such lines as those to Medicine Hat and Lethbridge?

Mr. McGreGor: I think it would be a possible financial advantage but I
don’t think T.C.A. has any right to be allowed to operate only the profitable
or more ‘“creamy” routes.

Mr. Haun: If you were to have the more ‘“creamy” routes could you not
cut down the cost of travel on the Trans-Canada run? Actually, if you make
the proper train connections, it is possible to get from Moose Jaw to Medicine
Hat just about as quickly as by plane, taking into consideration the time spent
in travelling to and from the airports. .

Mr. McGRrEGOR: If our operation were confined to mainline high density
routes I think it would be correct to assume we could reduce the fares on
these routes.

Mr. HAHN: You would not be in a position to state by how much?

Mr. McGREGOR: No, I cannot do that. However, there are some interesting
comparisons that could be drawn with the rates charged by American carriers
who are operating at about one half per cent a passenger mile less than we
are; and they are not operating in any city with less than a population of
25,000.

Mr. KNIGHT: Don’t you think Mr. McGregor, that there are other things
involved in the running of a public transportation system besides merely the
profit end of it?

g e ity Lkl
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Mr. McGREGOR: I do sir.

Mr. Kn1GHT: And that particularly in the case of a government-owned
proposition there is an obligation to give service to people who could not receive
it otherwise? Certainly, in my opinion, they would not receive it in certain
districts I know. I am talking now about airlines under a competitive system,
and the same thing is true in the case of the railroads. I suppose that is the
reason why we have a conglomeration of non-paying ventures gathered up
and thrown into the lap of the public in the form of the Canadian National
Railways. This system will, I am glad to say, attempt to carry out its obliga-
tion to give service to the public and that is my chief concern with a transporta-
tion system of any kind, whether it is a railroad system or an air system or a
pipe line system. So far as I am concerned they are common carriers in the
service of the public and as such they should serve the public irrespective of
Whether they are always “in the red” or always “in the black”. 1 take it you
will agree with me with regard to the airline operation, Mr. McGregor?

The CHAIRMAN: I think that is rather a matter of policy. ..

Mr. FurLToN: The application of that concept with regard to the operations
of T.C.A. leads me to ask this question, Mr. McGregor: whether you are now
under any obligation or compulsion, or feel, yourselves, that you should operate
routes which you would rather give up? In other words, is there any direct
application' within your present situation to the views that Mr. Knight has
put forward?

Mr. McGREGOR:. Outside the country I think that has already been imple-
mented in the form of our giving up the Mexico service which attracted very
few Canadians and was not a particularly profitable operation for us; and
We are glad to give it up in exchange for service to Canadian points.

Mr. FurLton: In connection with service to Canadian points are there any
Which you would regard as unproductive on a commercial basis? I would
like to ask you also about points which may not be productive today and which
You do not feel you could build up to a stage where they will ever be pro-
ductive from a strictly commercial viewpoint.

Mr. McGregor: This is a rapidly growing country...I would like to say
first of all that there are points served at present by T.C.A. where the revenue
does not in our opinion equal the cost related to the provision of services, but
I would not like to say that this condition will continue forever. I doubt it.

Mr. Furron: So that all the “pioneering” you may be doing—and I am
Using that word generally—you expect to pay off in the measureable future?

Mr. McGreGor: I would certainly hope so.

Mr. Hagrison: As I understand it, Mr. McGregor, domestic rates are
approved by the Air Transport Board?

Mr. McGREGOR: They are subject to their approval.

Mr. HarrisoN: And your overseas rates are more or less approved by an
agreement between the companies or some association?

Mr. McGreGor: That is correct.
Mr. Harrison: You have not run foul of Mr. Garson on that account?

Mr. McGrecor: No, but I understand that our friends south of the border
are in the process of enquiring into the activities of the International Air Trans-

* Port Association from the cartel standpoint.

Mr. Harrrson: It would seem then that increased competition would not
?ave any beneficial results as far as the consumer of air transport is concerned.
! might have an adverse effect.

Mr. McGrecor: It could have.
72025—5}
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Mr. HamirntToNn (York West): You did not infer that the Air Transport
Board set your rates?

Mr. McGREGOR: No. I said they approve them.

Mr. HaMmiLToN (York West): They are not the controlling body in that
respect? }

Mr. McGreGOR: To the extent that they could disapprove the rate.

Mr. HamirTon (York West): Going back to Mr. Harrison’s question, your
answer does not infer that if another airline came into the picture they could not
fix a rate less than yours—there is no inference that they could not fix a rate
less than yours if they were licensed?

Mr. McGReGOR: They would apply for the approval of the tariff. If it
was lower than that of T.C.A. it might, or it might not, be approved. I do
not know.

Mr. HAmiLton (York West): They certainly could apply for a lower rate.
If they did would there be’any particular reason why it should not be
granted? _

Mr. McGREGOR: Their problem is this—and again I am talking on behalf
of the Transport Board which I should not do: they maintain an economic
branch and they consider in each case, I believe, whether an economic rate
is being put forward, or whether it is a rate put forward for purposes other
than normal business inferests. I think that after investigation and after
convincing itself that a particular rate was not an economic rate, they would
disapprove it.

Mr. HamMmrivton (York West): In a situation of that kind if a carrier felt
sure that he could make money they would not, do you suppose, consider it
an uneconomic rate?

Mr. McGREGOR: I should think not.

Mr. HamiLtoN (York West): Such an operator might conceivably be able
to carry people at less than your tariff. It is possible that that might happen?

Mr. McGrEGOR: They must know more about the business than we do.

Mr. HamiLToN (York West): We won’t make any comment on that at all.
Have you ever had a reduction in tariff which has not been approved by the
Air Transport Board?

Mr. McGREGOR: I cannot remember a case. y

Mr. HamirtoN (York West): I can remember one case where they held
up a reduction in your air freight rates—,

Mr. McGRrEGOR: It was eventually approved.

Mr. CaARRrIcK: Perhaps I may offer this information, Mr. Chairman, in
connection with the Combines Investigation Act. I know the theory is that

where you have a Board of Transport Commissioners the public interest is:

protected; and the Combines Investigation Act applies only to goods, wares

and merchandise. The probability is that it would not apply to this type of

operation anyway. A
Mr. HarrisoN: I was thinking more in terms of external operations.

Mr. Haun: I believe you mentioned, Mr. McGregor, that T.C.A. had a

comparable rate to that charged by the C.P.A. out of Vancouver. How does k-

the rate compare with the T.C.A. rate?
Mr. McGRreGOR: The through rate is the same, I believe.

Mr. Haun: What is the difference in your rate—let us say the through

rate as a common carrier across Canada on the run from Wmmpeg to
Yorktown?

Mr. McGREGOR: I Would have to look that up, Mr. Hahn.
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Mr. HAHN: Is there much of an increase or is there a decrease on the short
run? '

Mr. McGreGgor: As I mentioned this morning the basic principle underly-
ing the rate setting—and over the years it tends to get somewhat involved—is
that the shorter the run the higher the rate per mile. Again, the underlying
theory is that a great deal of the work in connection with placing a passenger
aboard an aircraft is the same whether he is going 50 miles or 500 miles. The
ticketing, the making of reservations, and the actual arrangements by means
of which he is boarded on the plane are the same in each case.

Mr. Haun: If private enterprise, let us say, were to be in competition with
yourselves in some places and if you only have three quarters of your possible
passengers and up to eight flights it would appear to be indicated from that
that you actually would not require aircraft of the same size as you are using
today. Is that premise wrong?

Mr. McGreGor: The theory is not wrong but there are very few aircraft
Smaller than the DC-3 in commercal scheduled airline services.

Mr. Haun: Is that where this great passenger availability arises on the
T.C.A. operations in connection with the shorter runs rather than the longer
ones?

Mr. McGRregor: No, I don’t think so because these shorter runs we spoke
of carrying both short-haul traffic and through traffic to some degree. I
would say that in such operations as Kapuskasing it contributes more to the
unused seats than do the main line runs on which it is much easier to engineer
the capacity to a comfortable margin over the traffic demand.

. Mr. Haun: In those smaller places you mentioned competition with the
Super-continental trains. How would the number of passengers that you
carry now compare with, let us say, the line between Regina and Medicine Hat?
What would it carry before the super-transcontinental service?

Mr. McGrEGoRr: Slightly up. I do not know of a route on which there was
4 passenger decrease in 1955 over 1954.

Mr. HAHN: I see in your submission to the Gordon commission, in one of
the appendices, that rail traffic was down two thirds while your traffic was up
ten-fold, with double the number of passengers carried; yet air went down
to what it was three or four years ago. Does that indicate that the over-all-—
that both of you are losing passengers in effect to automobiles and bus trans-
bortation? ;

Mr. McGreEGOrR: No. I think the period of years involved in the compari-
Son you mentioned was based on the tail end of the war when all passenger
Frafﬁc was greatly augmented. ‘I think you will find that that comparison
mvolved the period 1946 to 1955. I think that is what it was.

The CuamrMAN: Shall the item now carry?

Mr. Brrn: I would like to ask Mr. McGregor a question about passes.
We mentioned it last year and I do not want to embarrass him personally; but
Would he anticipate any serious change in operations and in revenue if non-
Contingent passes were made available to two or three hundred members of
Parliament contingently; I mean the ones that are not available all the time

ut just when space is available?

Mr. McGrecor: I do not think that the effect upon T.C.A.s revenue
Would be anything like as bad as the effect on its good relations with parlia-
Ment, because contingent travel is very unsatisfactory fare, particularly during
the traffic peaks when our own employees are travelling on passes, and—to
Use altrade expression—are “bumped” at virtually every stop.

Mr. Furton: You do not think we would like it?
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Mr. McGREGOR: I am sure you would not.

Mr. HarrisoN: I would like to pursue the effect of possible competition. -
Couldn’t there be some parliamentary good will between the airlines and the
Air Transport Board, as in the case of the railways and the Board of Transport
Commissioners?

Mr. McGREGOR: Yes.

Mr. Harrison: We have two railways, but that has not had any effect on
the price of travel. Would it not be reasonable to assume that if you had more
competition in the airlines, the same situation would ensue, and there would be
reduction?

Mr. McGRrEGOR: After all, we cannot get away from the basic laws of
economics.

The CHAIRMAN: Shall the item carry?

Mr. HamILToN (York West): I did not hear the question, but with respect
to trans-Canada freight rates, your application was made to reduce the freight
rates, almost at the identical time that C.P.A. applied to reduce theirs?

Mr. McGREGOR: No, before.

Mr. HamiLtoN (York West): How much before?

Mr. McGreGor: If I recollect correctly, it was two or three months before,
but they had already come down steadily in previous years.

Mr. HamiLtoN (York West): But not as much as this particular decrease.

Mr. McGreGor: I think so.

Mr. HamiLton (York West): Have you those figures with you?

Mr. McGRrEGOR: Yes, and I think they are in the Gordon commission brief.

The CHAIRMAN: Shall the item “passenger traffic’ carry.

Carried.

We shall now deal with “Mail Traffic” on page 10. Are there any questions
in connection with mail traffic?

Mr. HamiLtoN (Notre-Dame-de-Grice): This morning in connection with
a discussion on that subject Mr. McGregor indicated that it was a profitable
item of operation. I forget his exact words. Actually mail traffic even at the
present rates—domestic mail traffic—would probably be your most profitable
single factor of operation. Would it not be?

Mr. McGREGOR: Yes. In returns per weight-unit-mile, that is correct. The
effect of carrying mail has other features which tend to deteriorate it as a
desirable commodity. I am not suggesting for a minute that we would like to
be deprived of the privilege of flying the country’s mail; but we do have to
warp schedules from time to time to meet the requirements of the post office.
Nevertheless mail, represented in terms of return per air mile as compared with
other forms of transportation, is profitable.

Mr. HamiLtoN (Notre-Dame-de-Grice): Even per ton mile of passengers?

Mr. MCGREGOR: Yes.

Mr. HAMILTON (Notre-Dame-de-Grice): As a matter of fact, it is right to
say that in comparison with passenger traffic, mail is highly profitable because
you do not have to feed mail, you do not have to seat it comfortably, and you
do not have to give it stewardess services.

Mr. McGreGcor: No, but we do have to take off on flights at a time when
very few passengers want to get on board, in order to meet the requirements
of the post office.

Mr. HaMmiLToN (Notre-Dame-de-Grdce): In connection with that discus-
sion, do you for your own internal administrative purposes make any attempt




RAILWAYS AND SHIPPING 71

to break down your three major typés of operation, passenger, mail, freight
and express in order to show the result from each type of operation?

Mr. McGREGOR: Only as we are now operating aircraft that are entirely
confined to non-live payloads. It is extremely difficult to do it otherwise with
any hope of being accurate, when all three types of loads are being carried
on one flight. ;

Mr. HaAMILTON (Notre-Dame-de-Grdce): Do you know within an estimate
the contribution towards your net profit of each of these factors?

Mr. McGREGOR: No, we have an indication, but no more than that.

Mr. HamiLtoN (Notre-Dame-de-Grdace): Is there any way in which you
could give us that indication, anything in the way of a figure?

Mr. McGREGOR: Well, our most profitable business is the passenger
business. !

Mr. HAMILTON = (Notre-Dame-de-Grdce): Because of its large volume,
Which is approxiamtely seven and one half times that of your mail business?

Mr. McGREGOR: Yes. ‘

Mr. HAMILTON (Notre-Dame-de-Grace): It is most profitable in terms
of dollars?

Mr. McGREGOR: Yes.

Mr. HAMILTON (Notre-Dame-de-Grace): But not in percentage of profits?

Mr. McGRrEGOR: Relating it with the cost involved?

Mr. HaMmiLToN ( Notre-Dame-de-Grace): Yes.

Mr. McGRreEGOR: We think not, but we are extremely doubtful on that point,
because it is extremely difficult to assess the ton mile cost on mail transporta-
tion that is made available.

Mr. HAmILTON (Notre-Dame-de-Grdace): According to a quick classification
of my own here, it shows that you are drawing approximately six and one-
third cents. per passenger mile at the moment, and somewhere from 45 cents
Per ton mile on combined air freight and air express, and some 96 cents for
mail.

Mr. McGREGOR: Yes.

Mr. HamirtoN (Notre-Dame-de-Grace): If you take that six and one-
third cents per passenger mile and convert it into tonnage, taking people at
around 200 pounds which is about your figure for this purpose, is it not?

Mr. McGreGoRr: That is right.

Mr. Haminton (Notre-Dame-de-Grdce): You have a revenue of 45 cents
from air freight and air expressage; 63 cents from passengers, and 96 cents
from mail. : :

Mr. McGREGOR: Yes.

: Mr. HamiLtoN (Notre-Dame-de-Grdce) : Mail contracts, even if the number
IS going down, are still a very substantial item.

Mr. McGREGOR: Yes. :

i Mr. HamiutoN (Notre-Dame-de-Grdce): I have one other question regard-
Ing mail transportation. Has there been any difference in your ability to
andle air mail to a greater degree with the introduction of the Viscounts?

Mr. McGReGoORr: Yes.
Mr. HamiLton (Notre-Dame-de-Grice): How and why?

Mr. McGreGgor: The residual payload capacity of the Viscount is less than
Fhat of other aircraft in weight payload due to its design, and that is why
1t Would not have been possible to have carried mail satisfactorily, for instance,
on the transcontinental route, had it not been for the previous introduction
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of both the Super Constellation and the all cargo service, that is previous
to the introduction of the Viscounts on first class service on that route.

Mr. HaMILToN (Notre-Dame-de-Grice): The only other point I would
like to clear up in connection with mail service is this; earlier this morning
you said, as I remember it, that there had been nine occasions, over a three
month period, when it had not been possible to carry all the mail which
offered. In the general picture over the year, can you give the committee
an indication of how much mail has been refused due to lack of capacity to
carry it, either the number of occasions or the amount?

: Mr. McGREGOR: In those three months we investigated nine occasions
which: occurred in December. That is the only time, the only month of the
year, when the mail volume has seriously threatened our capacity. I doubt
very much whether there was any other occasion in the remainder of that year.

Mr. HaMILToN (Notre-Dame-de-Grdace): Has there been any approach
from the post office for you to increase your capacity to carry mail, so they
could put more “all up”.

Mr. McGRreGOR: There has been an approach with respect to the Viscounts
and that has been raised from 600 to 800 pounds per flight. But there has
been no request to increase commitments. Mostly it would be with respect
to other types of aircraft. There have been several requests for us to modify
further our schedules to meet conditions. For example, it has been found
difficult to collect the Toronto air mail and have it out to Malton airport before
one o’clock in the morning; and at the same time the post office naturally
desire to get that mail into Vancouver in time for the morning delivery.  The
two things do not fit hand in hand. ;

Mr. FurtonN: Move Toronto closer to Vancouver. That is the answer
to it.

The CHAIRMAN: Are there any more questions with regard to mail traffic?
Shall the item carry?

Carried.

“Commodity traffic on page 11”

Mr. HauN: I have a copy of an editorial from the Winnipeg Free Press
which was sent to me respecting your refusal to pick up a cargo of insecticide.
I wonder if Mr. McGregor is familiar with the incident and would comment
on it.

Mr. McGreEGor: Yes, I am familiar with -it. Perhaps the proper thing

to say is that the inference in-the editorial—if it is the one I think you are

referring to—is not correct. We did not refuse to pick it up. I do not know
what the reason was for the statement. However the shipping company involved
wrote to T.C.A. and said that the company had satisfactorily met their require-
ments. They did not know why the mis-statements were made.

Mr. FurToN: That seems to dispose of that!

Mr. Haan: Your statement is in reply, and it says this is not an isolated
instance. Have you had knowledge of similar instances which have been drawn
to your attention along that line?

Mr. McGREGOR: We have been offered cargo which we could not handle
because of its extreme size, weight, bulk and so on. But in every case where
it was possible for it to be flown in another aircraft to our knowledge, we
have offered either to negotiate for a charter or to turn the potential customer
over to the operator of that aircraft.

Mr. HAHN: You are comparing that with insecticides?

Mr. McGREGOR: Has- it started in again?

.Mr. HAHN: According to this article.

-

—
3
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Mr. McGREGOR: That was last year.
Mr. HAHN: It says that the fact that T.C.A. is now ﬁylng insecticides to

*Winnipeg can only be accounted for by the special competition supplied for

the occasion by American Air Lines.

Mr. McGREGOR: We arranged with an American air line to fly it.

Mr. HAEN: You arranged for it?

Mr. MCGREGOR: Yes.

Mr. HauN: I have another question in respect to express. It is a localized
thing in the New Westminster area, more particularly. Why is there a charge
of 45 cents extra to pick up the express and take it to Vancouver, and then
it is replaced on a Pacific stage bus, and it costs you another 35 cents to get
it into New Westminster while, heretofore it was the custom to take your
express directly to New Westminster. Why was that change brought about?

Mr. McGREGOR: That is a difficult one for me to answer, Mr. Hahn, because
the C.N.R. express service handle the distribution of our air express shipments
from the airport. They pick it up initially at the point of departure and take
it to the airport, and take it, in turn from the airport destination to its final
destination. I frankly did not know there had been a change in the ground
transportation charges with respect to New Westminster.

Mr. HAHN: Well, not only does that happen, but if it—it must be in the
express office, Vancouver, before 1.30. I see our representative here, the parlia-
mentary assistant from the C.N.R., I believe, and you might note this too.
Where we find it cannot be shipped by Pacific stage line, it goes over by C.N.R.,
a matter of 13 miles and arrives in New Westminster 8.30 at night. In other
words, it takes eight hours or more to come from the airport to New West-
minster which is 13 miles away. The suggestion has been made that another
express company, which takes a contract, delivers daily from the airport and is
ready to carry it; that suggestion has been made and has been turned down
quite regularly. I do not know the channels through which these people
operate, but that is an interesting thing.

Mr. McGrecor: I would be very glad to look into it if I may.

Mr. HAHN: Would you do that?

Mr. FuLToN: On the sale of the three Bristol freighters, Mr. McGregor, to
Whom were they sold?

Mr. McGREGOR: To the Central Northern Airways, Winnipeg.

Mr. FurtoN: What about the price? I do not attach great importahce
to it, if you would rather not reveal it.

Mr. McGrEGORr: No, I do not think so. We covered it this morning, I think.
It was a million—

The CHAIRMAN: $810,000.

Mr. McGreGor: $825,000, for four aircraft, the three Bristols, and related
Spare parts and a DC-3 freighter.

Mr. FurLtoN: I did not hear that this morning. Is that reflected in your
accounts anywhere, in the accounts before us here?

Mr. McGREGOR: Yes. '
Mr. Furron: Where?

Mr. McGrEGor: We mentioned that this morning. That was approx1matelv
$10,000 more than the book value of the aircraft.

The CualrMAN: Shall “Commodity traffic” be carried?

Mr. HamintoN (York West): On that subject, is your frelght service now
Paying its way, Mr. McGregor?
! Mr. McGrecor: I would say not.

3
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Mr. HaMmiLToN (York West): Even on the basis of the totally written off
North Stars now, or is this the first year you have been able to check it
against that? 5

Mr. McGreGor: This is the first year that we have any period of time
involved with the operation of North Stars on that service, but, as I think
was mentioned elsewhere, the detriment to the economics of that operation
is the directional effect, which is very marked.

Mr. HamirtoN (York West): How much did you pay for conversion?
I assume these aircraft are now converted to air freight use, probably by
strengthening the floors and enlarging the doors.

Mr. McGrecor: Closing the windows, and so on.

Mr. HaMILTON (York West): How much was that?

Mr. McGReGOR: $38,000.

Mr. HaMmiLToN (York West): Each?

Mr. McGrecor: No, all three aircraft.

Mr. HaMiLToN (York West): $38,000 for the three?

Mr. McGREGOR: Yes. :

Mr. HamirLToN (York West): How big a door does that give you?

Mr. McGreGor: That is the same size door. That is the passenger door,
in other words.

Mr. HaAMILTON (York West): No change in that?

Mr. McGrecor: No change in that.

Mr. HamiLtoN (York West): Well, is that not unduly restrictive for
freight?

Mr. McGREGOR: It is not unduly restrictive. It does as I mentioned before
restrict certain very long and very bulky forms of shipment.

Mr. Hamauton (York West): Well now, this conversion which you spoke
about last year—that is the conversion which included the door change was
not completely carried out?

Mr. McGreGcor: No, because of the pressurization. After a study it was
found that it was better to retain pressurization for a great deal of cargo,
particularly the live type such as turkey poults, chicks and so on, than to put
in the large door. One, extremely expensive modification to the structure
' of the aircraft, maintaining some degree of pressurization, or, alternatively,
abandonment of pressurization.

" Mr. HaMILTON (York West): And how much of a saving was that in the
over-all year, your previous estimate of the changeover cost?

Mr. McGRreGor: We estimated $75,000—for three, that is rather $25,000
each.

Mr. HAMILTON (York West): $25,000 each?

Mr. McGREGOR: An airplane.

Mr. HamiLton (York West): Now, can you tell us if you have had to turn
down traffic because of the restriction on the size of the door?

Mr. McGreGor: I do not think I can, Mr. Hamilton—we would not
necessarily know that a shipment had been offered that had to be turned
down by a field representative because of its size.

Mr. Hamirton (York West): Have you got any indication of the frequency
which you have called in, let us say, a charter carrier to assist you?

Mr. McGREGOR: Yes, we have the records, that is right. It is not a frequent

occurence.
Mr. HamiLtoN (York West): It is not a frequent occurrence?
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Mr. McGREGOR: No.
: Mr. HAMILTON (York West): Have you had to call back any of the Bristol

aircraft, as an example?

Mr. McGREGOR: No.

Mr. HAMILTON (York West): You have never had to do that?

Mr. McGREGOR: No. They only have been off our hands, to be perfectly
frank, since December.

The CHAIRMAN: Is the item “Commodity traffic”’ carried?

Carried.

The CHAIRMAN: “Property and equipment”, page 12.

Mr. HauN: Before we proceed with that there is the “Revenue passenger
miles”’.

The CHAIRMAN: ‘“Revenue passenger miles and available seat miles”, are
there any questions on this chart here that appears—

Mr. HagN: I note very considerable change in 1946 in the seat availability
fﬁO the 70 per cent, or the seat use, rather, compared with today. The proportion
1s gradually getting larger. Why is the availability getting larger?

~ Mr. McGRreGor: We are striving to do that by the operation of additional
aircraft for the reasons that I mentioned. In our opinion, when approaching
the figure of 75 per cent as the over-all annual load factor, we are failing to an
unsatisfactory degree to meet the demands of the peak periods.

_ Mr. Haun: Well, then, would that be one of the reasons why important
flights from United Air Lines have been such that it would indicate that every
Seat is usually used, and sometimes someone gets to the door and has to be
turned back; how would those privately operated airlines compare? Have you
any figures at all you can compare it with?

~ Mr. McGreGor: Yes. The over-all load factor of four major American

_alrlines is lower than ours. :

Mr. HAHN: The load factor is lower?

Mr. McGREGOR: Yes.

Mr. Haun: Could I have the record of those figures, please?

Mr. McGreGor: Yes. The revenue passenger load factor for T.C.A. 70-2,

: fO}‘ American Airlines 68-3, for United, 67-3, for T.W.A., that is Trans World
Airlines, 650, Eastern 61-1.

Mr. Hann: That is fine.

Mr. McGreGcor: Northwest, 59-9, Capitol, 58:6 and Braniff, 62-3.

Mr. Haun: That is sufficient, then, Mr. McGregor. Why would they keep
their load factor down so low? Is it done on purpose, or is that just a cut-back
on service? ‘

Mr. McGREGOR: No, I think it is done. It is a thing that is fairly readily
Contemplated. If your load factors are dropping below a point that you consider
Satisfactory, the frequency is dropped off, and if the volume remains the same
he load factor automatically goes up.

Mr. HaunN: Would that not mean an increase in fares?

~ Mr. McGrecor: No. It depends on what the break-even point is that the
alrlines can operate at. If the airline can operate at a 65 per cent load fgctor
and still shows a profit then it is to its advantage not to operate at a consider-
ably higher load factor, because of that deterioration in the service that I
SPoke of,

Mr., Haun: What would you consider the maximum and minimum load
factor before you took off one of your planes, let us say?
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Mr. McGreGcor: Well, that is a function of the frequency of the operation.
On the one flight a day operations, no matter how low the load factor goes’
you practically have to leave it alone. :

Mr. Hagn: Well, I am considering six planes that you suggested earlier
today as being the maximum.

Mr. McGreGor: Well, we would endeavour not to have the over-all route
load factor below 65.

Mr. KN1GHT: Your Viscounts are as high as 857

Mr. McGREGOR: Yes.

Mr. HARRISON: Mr. McGregor, on the revenue passenger mile, you likely
provide service by charter to some of your aircraft, do you not?

Mr. McGReGoR: Yes, we do. E

Mr. HARRISON: You charge that on a per hour use of the aircraft?

Mr. McGREGOR: Yes. There is a chartered tariff for various types of ]
aircraft. ,

Mr. Harrison: Could you indicate about what that is for the various types
of aircraft, or approximately?
. Mr. McGrEGOR: Yes, we can get you the actual charter tariff. Assuming
a full aeroplane, I think it works out per passenger about 10 per cent less
than the regular fare.

The CHAIRMAN: Shall this item carry?

Mr. HamrirtoN (York West): On this load factor here, I assume that all
of these companies that you have listed have more seats available*than for
their traffic, is that right?

Mr. McGREGOR: Oh, yes.

Mr. HamirtoNn (York West): You have gone down this list, and each
one as it goes down indicates more seats available, is that right?

Mr. McGRreGoRr: Other than the one I think I did not read before, Braniff. ;
Mr. Hamivton (York West): Pardon? Jn

Mr. McGREGOR: Other than the one I did not quite get to, it was Braniff,
I think.

Mr. HamiLtoN (York West): Well, when you say Northwest with a load
factor 59-9 as against T.C.A,, 70-2, it would mean that they would have a
great many more seats available?

Mr. McGreGor: Unused seats.

Mr. Hamirton (York West): For sale, unused seats, or seats for sale,
whichever way you want to call it?

Mr. McGREGOR: Yes.

Mr. Hamirnton (York West): Right, and they must still be operating above
their break-even point, even at that figure they can show a proﬁt of, say, two
or three million on their over-all operation?

Mr. McGREGOR: Yes.

Mr. Haminton (York West): And have those seats available?
Mr. McGREGOR: Yes.

Mr. HaMmiLToN (York West): Right.

The CHAIRMAN: Mr. Fulton, have you a question?

Mr. FurLtoN: No, I was seeing the next one.

The CHAIRMAN: Shall that item carry?

Carried.
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The CHAIRMAN: “Property and equipment”. Shall that item carry?

Mr. HamarntoN (Notre-Dame-de-Grdace): Mr. MeGregor, have you any
idea of the cost, the total cost of the introductory program for the Viscounts?
As I understand it there would be two major factors in there; one would be
the business of working out the bugs, and the second would be introducing
them to the travelling public, which is also referred to in this section?

Mr. McGREGOR: And the training of personnel.

Mr. HaMmiLToN (Notre-Dame-de-Grdce): And the training of personnel,
and I was wondering if you would have any idea what the total cost of that
would be? '

Mr. McGreGgor: I have not.

Mr. HaMiLtoN (Notre-Dame-de-Grdace): Would it be a significant factor
in this year’s operation?

Mr. McGreGor: Yes, I would say so, and it would also have an effect
in 1954.

Mr. HamintoN (Notre-Dame-de-Grdace): But, primarily probably in 1955,
would it, or would it be primarily in 1954?

Mr. McGREGOR: I would think perhaps a little less in 1954. The total
’graining charge, which we cannot associate entirely with the Viscount, in 1955
13 approximately $400,000. »

Mr. HamintoN (Notre-Dame-de-Grace): In 1955?

Mr. McGREGOR: Yes.

Mr. Haminton (Notre-Dame-de-Grdce): That is an item we would not
expect to find again next year? ; *

~ Mr. McGreGor :I am afraid we will, because the increase in 1956 in
aircraft miles operated will again be comparable, and the take in of pilots
will be only slightly less. :
Mr. Hamirton (Notre-Dame-de-Grace): Yes.
Mr. McGrEGOR: And the maintenance job will go up.

Mr. HamanroN (Notre-Dame-de-Grdce): I am just looking hopefully,
you see, to the operating statement. I hoped that some of these things would
not occur next year, or this year, and we might show an even better picture.

Mr. McGreGgor: We are looking equally hopeful, Mr. Hamilton. Later on
ﬂ}e operating budget for 1956 will be tabled and will show a more satisfactory
Situation. :

Mr. Hann: At the bottom of page 13 I see a statement that “T.C.A.’s over-
haul of R.C.A.F. aircraft at Winnipeg was concluded in July . ..” What is
the revenue you received from that source as compared with the cost of opera-

. tion?

; Mr. McGRrEGOR: It was profitable. The net profit we showed was $196,000
In round figures.

= Mr. Haun: That is a little better than our net profit on the operation of
.C.A.

Mr: McGRrEGOR: Yes.

Mr. Haun: One could almost say, thanks to the R.C.A.F., we can show a
net profit this year.

Mr. McGreGor: That is perhaps correct, but I would‘ hope we would be
able to do it again for other reasons.

Mr. Haun: You have taken on additional staff for this purpose?
Mr. McGreGor: Yes, on a temporary basis.
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Mr. Furton: I would like to ask Mr. McGregor about his replacement
program. At the beginning of this paragraph you show 14 Viscounts and 22
North Stars among your present aircraft strength.

Mr. McGreGcor: As of December 31.

Mr. FurLTon: As at that time you were still to get 22 Viscounts, bringing
the total up to 36.

Mr. McGREGOR: Yes.

Mr. Furton: Is it your intention to use those just to replace the 22 North
Stars?

Mr. McGREGOR: No.

Mr. FurLron: Of the 22 North Stars, three were in freight service at that
time, were they not?

Mr. McGRrEGOR: Yes.

Mr. Furton: That would be 19 passenger planes for which you will have
22 Viscounts—I am sorry I should put this in the form of a question.
Will all those North Stars be retired from passenger service when you complete
your deliveries of Viscounts?

Mr. McGRreGor: No.

The CuairmAN: What is the average life of a Viscount?

Mr. McGreGor: We are depreciating them on a nine years’ straight line
basis to a residual value of $100,000.00.

An aircraft is not allowed to age physically. What determines the useful
life of an aircraft is its deteriorating ability to attract the market and we like
to feel that the Viscount is ahead of contemporary aircraft and will remain
strongly competitive for a longer period than piston engined types.

The CHAIRMAN: So the Viscounts you have bought in the last few years
would not have to be replaced for seven or eight years?

Mr. McGreGor: I am sure it would be at least ten or eleven years.

Mr. FuLton: What I am trying to get at is the objective of the aircraft
you will have when you have completed your orders. How many of the 19
now available for passenger service will be retired in 1958?

Mr. McGRreGor: I would think none of them; they would have gone to
increase the number of aircraft in cargo service, to increase the number of
aircraft in tourist service, and perhaps a few of them might be available for
release in 1958 with these deliveries of Viscounts.

Mr. FuLton: How many of the 19 would be retired from passenger service?

Mr. McGrecor: I would have to hazard a'guess. In the case of 1958,
perhaps 6.

Mr. Furton: Leaving you with 13. So that, in effect, by 1958 you will
have in addition to your passenger fleet a net addition of 30 aircraft on account
of the Viscounts. That is 36 minus 6 North Stars retired and 2 Super Constel-

lations as of the time of this report?

Mr. McGREGOR: Yes.

Mr. FurLToN: Thirty-two planes in passenger service?

Mr. McGreGor: I do not think I quite follow that. I am a little bit
involved in the fact that we have 15 Viscounts now.

Mr. Furton: I am sorry. It was 22 additional Viscounts.

Mr. McGgreGor: Over the 14.

Mr. Furton: Yes, and you appear to be retiring 6 North Stars from passen-

ger service by a net addition of 16 plus 2 Constellations—18?
Mr. McGREGOR: Right.
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Mr. FuLtoN: And I have not taken into account the DC-3’s.

Mr. McGREGOR: And I expressed the opinion this morning we might
be able to get rid of about 6 of those. I said 1957 this morning with respect
to the DC-3’s.

Mr. Furron: That would bring it down to a net addition of 12 aircraft
by 1958. .

Mr. LaNGLois (Gaspe): How many DC-3’s are you planning to retire in
the intervening period?

Mr. McGREGOR: I believe 6. Perhaps we will get confused when we talk
purely of number of aircraft, for in DC-3’s we will be retiring 21 seats as
against 40, and in the Super Constellation 62 seats.

Mr. Furton: That is quite an addition to your fleet and available passenger
space.

Mr. McGREGOR: Yes.
The CHAIRMAN: Shall the item “Property and Equipment” carry?

Mr. Hamirton (Notre-Dame-de-Grdace): Before you leave that item,
would you expect, Mr. McGregor, around 1960 the commercial airlines might
be moving into rotary wing aircraft of some kind?

Mr. McGREGOR: Some have moved into rotary wing aircraft. Sabena,
for instance, is operating ferrying services in Europe between the major
northwest European cities. There is a service operating between the three
airports in the New York area. Sabena, very truthfully, say it is an uneco-
nomical operation, but they hope that situation will alter with the introduction
of larger aircraft. 1960 is four years away and I think, under certain specialized
conditions, it will be possible to operate the helicopter type of aircraft eco-
nomically on some routes, but the nature of the animal is such that it does
not show great promise at the present time. On the other hand military
movements are accelerating development of that type.

Mr. Hamirton (Notre-Dame-de-Grdce): Do we infer from that that we
can look for a long time to come to larger and larger airports and longer and
longer runways?

Mr. McGreGoR: I think the introduction of large full jet aircraft will
probably represent a peak in the requirement of runways, and it is conceivable
if we look a long way over the horizon that some sort of vertical thrust other
than the rotary wing will be applied to the aircraft and perhaps shorten the
runway requirements.

Mr. HamiLton (Notre-Dame-de-Grdce: Do you know of any move which
is afoot or any act which might be taken to alleviate the uphappiness of those
who are unlucky enough to be living somewhere close to an airport? = Perhaps
take a city such as Montreal, for example, where aircraft now under certain
wind direction conditions take off and go over an area which used to' be
farmland and is now largely residential and make people most unhappy,
particularly at 2 o’clock in the morning.

Mr. McGrecor: That problem has been very actively considered by
designers of new aircraft and they have set themselves limits as a requirement
of quieting the noise generation of full jet motors. I am not aware of anything
further being done in the matter of quieting piston driven aircraft.

Mr. HamintoNn (Notre-Dame-de-Grdce): Do you think new approach
batterns to the airports might deal with some of that? :

Mr. McGrecor: It might have the effect of restricting the nuisance to some
extent; but the approach pattern is dictated very largely by the runway, length
And height of surrounding terrain, and so on. I doubt very much if anything
Could be done. .
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The CHAIRMAN: I think we are getting into a discussion on the next item.:

Mr. HAMILTON (York West): Do you expect that this lay-off of employees
on the defence work will be reflected in a decrease profit for yourselves?

Mr. McGrecor: It will deprive us of the profit which I have mentioned
with respect to the R.C.A.F. contract.

Mr. HamiLToN (York West): It was a profitable contract?

Mr. McGREGOR: Yes.

The CHAIRMAN: Shall the item Property and Equipment carry?

Carried.

Mr. KN16HT: I have always been mystified by the relationship between
the Department of Transport and the airlines. Can you give us in a concise
manner, as it were, a summary of the functions of the Department of Transport
as it relates to airplane operations?

Mr. McGREGOR: Yes, I think I can. The Department of Transport is
responsible for the establishment of regulations involving flight safety, loading,
training and the licensing of personnel both air and ground. It is responsible
for the provision in the majority of Canadian cities of airport facilities, runways,
lighting and buildings. It is respongible for the provision of navigational aids
between airports on the airways, and for the administration of the regulations
which it has established to ensure that aircraft are being flown on the airways
in accordance with these regulations. That is a summary of its responsibilities.

Mr. KnigHT: What is the quid pro quo? Are all these facilities and the
aid which is given to airlines paid for by the airlines who are using the airports,
airways, runways and so on?

Mr. McGRrEGOR: I do not know what proportion of the actual cost is contri-
buted by the charges against the airlines, but there are several charges levied.
For instance, we pay one cent per gallon on fuel boarded at airports, and this
goes to the Department of Transport. We pay a fee with respect to each
landing, as I mentioned this morning, and ‘we pay a rental for the premises
which we occupy. Unfortunately, because I don’t know the answer, I cannot
say how close these contributions come to meeting the total cost.

Mr. Bern: Do you supply any information or do you give any figures
to the Department of Transport that might affect their decision regarding
runway extensions, new buildings at airports and so on?

Mr. McGREGOR: Yes, we keep the Department of Transport fully advised
as to our intentions with respect to operations, both as to the frequency of
flishts and the type of equipment we have in mind. Similarly we make recom-
mendations as to our probable requirements with respect to navigational
facilities and ground accommodation. We describe in detail the weight and
what we call the “footprint” pressure of the aircraft we hope to be able to
operate in the future as far in advance as possible, sometimes as far as six
years ahead, and generally we believe we do everything possible to make sure
that the Department of Transport is given every warning with respect to any
of its facilities and the requirements that might be placed upon them.

Mr. BELL: In the case of a major decision such as a decision by the Depart-
ment of Transport to build an airport—that is, to take over the entire operation
—do your people play a part in those plans? Do you supply data which would
affect the ultimate decision?

Mr. McGREGOR: If consideration is being given to service to a point where
no airport exists, we prepare a long-range traffic forecast of what we believe
is the potential traffic from that place and that forecast is turned over to the
Department of Transport with the submission that if it is satisfied, and after
an airport has been provided, T.C.A. for one would be glad to give service

I
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to that point. Then a decision is made without further reference to T.C.A.
as to whether the airport will go on to the list of long-range plans of the
Department of Transport. It might be several years later before the project
would actually appear in the estimates.

Mr. BELL: Have you any figures available which would show the potential
traffic of certain areas? The point that puzzles me is that some areas are
burdened as a municipality in financing or helping to finance an airport
themselves, while at other points the Department of Transport operates com-
pletely on its own. Again, I understand that there are places which come into
another category where airports are run by National Defence authorities and
the airways are operated by various flying clubs.

In other words, while you can never draw a definite line, is the Depart-
ment of Transport treating these areas with some fairness across the country
with respect to the potential of a particular area with regard to its future in
the air?

Mr. McGREGOR: Again I am commenting outside my field, but I would
say that the various difficulties which have been referred to seem to be
rather gratuitous results of the war; an R.C.A.F. training airport has been
established, for example, close to a point where an airport would probably
not otherwise have been created except with the help of substantial contri-
butions by the community. Communities affected in this way are lucky with
respect to these things, and to that degree a problem is created. As I under-
stand it, if a proposal for an airport is economically sound and if the traffic
Pbotential is satisfactory and funds can be made available the department will
In some cases go ahead and construct the airport. In certain cases the Depart-
ment of Transport has required a municipality to do no more than provide
a site. After that it has taken over the costs of construction and operation
In their entirety.

Mr. BELL: Would you have ahy figures readily available of the passenger
traffic out of the major cities which might give us some comparison?

Mr. McGRrEGOR: The actual traffic, yes. We would have the boarding load
at any city from which we operate. Perhaps a good example of what we are
talking about is a study recently carried out in connection with Sherbrooke,
Quebee, which had a keen desire—and still has—for airline service. “/e made
a study of the potential traffic which we thought would possibly develop from
Sherbrooke and turned it over to Sherbrooke as well as to the Department
of Transport. :

Mr. BELL: I am comparing Saint John with Halifax. I understand that
S_aint John did not want to wait, and it made plans for a municipally-financed
Alrport. They have very good facilities and the department of transport has

€en generous with different extensions there, and I know that you have a
Very good office there. But Halifax waited. They did not make any municipal
pl?ns themselves, and they are getting a department of transport airport
With all the trimmings. We are getting along with a good airport, but it is
2 burden financially. I suppose we are left with what you said: that circum-
Stances dictate those decisions. There is no way out of it now.

Mr. LancrLois (Gaspe): I think this question could more properly be
answered when we discuss the estimates for the department of transport in the
Ouse of Commons. We cannot expect Mr. McGregor to speak for the Depart-
Ment of Transport. I can vouch for the fairness of that department.
_The CHAIRMAN: Are there any other questions on airport and airway
facilitieg?
o Mr. KnicHT: In your own field, what the Department of Transport does
Important to you, is it not?
72025—¢
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Mr. McGREGOR: Very!

Mr. KnicHT: Your own efficiency to some degree at least, and your cost of
operations depend on the facilities provided for you and which are made avail-
able by the Department of Transport?

Mr. McGreGcor: That is quite correct, and in certain cases there is an

absolute ceiling provided on the growth of the company’s traffic in connection °

with some cities.

Mr. KnigHT: I know that in Saskatoon you used to transport your pas-
sengers out into the dark prairie in order to catch a plane; but now the plane
comes right up to the terminal and away we go. That must save you some
money and I know that it satisfies the customers. :

Mr. McGREGOR: That is right.

Mr. Burn: I have a question related to airport and airway facilities. The
first paragraph starts out:

Important improvements to Canada’s airports and airways were
made by the Department of Transport in 1955.

And then the subsequent paragraph details what has been done; and in the
third paragraph you say:
New terminal buildings of modern design were constructed at
Calgary, Saskatoon, Sudbury and Timmins.

Did the Department of Transport build any or all of these?

Mr. McGRrecor: Calgary, not Saskatoon; Sudbury, I think a little of both,
and Timmins I am not sure about it. It was the city, I think.

Mr. BurN: And not the Department of Transport?

Mr. McGreGOR: No. We hoped that the division between paragraphs was
clear there. We did not intend to imply that the Department of Transport was
responsible for all the places mentioned in the third paragraph.

Mr. FurLton: I was interested in Mr. McGregor’s statement earlier that
the Department of Transport supplied you with such facilities as fuel and
charged you for it. Is that right?

j Mr. McGREGOR: No. They do not supply it to us but they charge one cent
per gallon for every gallon of fuel we board at a Department of Transport
airport over and above buying the fuel.

Mr. Furton: You make your own terms for the supply of fuel?

Mr. McGREGOR: Yes.

The CHAIRMAN: Is that in lieu of rental?

Mr. McGreGor: No. It is just a contribution!

Mr. CHURCHILL: Last year the Minister of Transport indicated to me in the
house that the revenue derived by the Department from air services given at
airports to various airlines amounted to over $9 million. What proportion of
that came from T.C.A.? }

Mr. McGREGOR: We can give you our figures. We had landing fees—and
I presume that included perhaps the rental on the property; on landing fees,
T.C.A’s contribution was $859,260. ' Airport assessments $265,220; airport
buildings, office rentals and communication facilities $304,888; making a total
payment of $1,429,368.

Mr. CHURCHILL: May I make a correction. My figure should have been )

over $5 million, not $9 million.

Mr. McGREGOR: On that basis we contributed $1} million of it.

Mr. CHURCHILL: Last year there was an overlapping here between the
T.C.A. and the Department of Transport which cannot be avoided. Last year
1 pursued this matter to some extent with regard to safety regulations and

i
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Mr. McGregor explained that T.C.A. was putting forward suggestions and
recommendations to the Department of Transport. But when I pursued the
subject further with the minister later on in the summer it was a sort of
circle tour and I ended up where I began.

It is'not quite clear to me how far the Department of Transport carries out
suggestions made by T.C.A., or what suggestions are made by T.C.A. specifically.
We were talking last year about ground control approach. I notice there is
some suggestion this year that you intend to place a ground control approach
unit at Gander and perhaps at a number of other places in Canada. Last
summer the minister said to me that T.C.A. had not expressed its preference for
G.C.A. at all the major airports. \I judge now that you have asked for G.C.A.
at some of them. Could you let us know at what'places other than Gander"
G.C.A. might be installed this year?

Mr. McGREGOR: I do not think I can, quite frankly. I do not know what
the Department of Transport plans, where they stand with respect to the actual
installation of G.C.A. G.C.A. is, frankly in my opinion, and I am not an
operating expert, not essential to the safe operation of an airfied. It is desir-
able, particularly where the traffic volume tends to rise. G.C.A. is used in
conjunction with I.L.S. which is the cockpit recording form of bad weather
approach. In doing so at an airport like Idlewild which is extremely busy, a
much higher rate of landing under bad weather conditions can be obtained,
and it is making assurance doubly sure. But specifically I cannot answer
your question.

Mr. CHURCHILL: Well, what then is the meaning of this statement in the
report? .

Mr. McGREGOR: Well, it means that plans are formulated, but, I think your
question was, where is G.C.A. going in this year.

Mr. CHURCHILL: You have not reached the stage of decision?

Mr. McGReGOR: That, I cannot be sure of.

The CHAIRMAN: That is a matter for the Department of Transport, is it not,
and not for T.C.A.?

Mr. CHURCHILL: Well, a decision obviously has been made with regard to
Gander?

Mr. McGREGOR: Yes, some time ago.

Mr. CHURcHILL: Well, could you inform the committee as to what requests
have been put before the Department of Transport for similar equipment at
Other airports?

Mr. McGREGOR: -I cannot at the moment. I would not even be sure that
We have specifically requested G.C.A. at any other airport. It is quite possible
We have, but I can certainly get that information.

Mr. CHURCHILL: Last year Mr. Marler discussed this and said—and these
are his words: “I do not think there is any important body of opinion in the
aviation industry that would contend that G.C.A. had such marked superiority
Over I.L.S. As I said last night, commercial operators have favoured LL.S.
Tather than G.C.A.” Well, I do not know; from articles in the press and from
alking to air force personnel, they seem to think that G.C.A. is the answer
to landing problems. I was forcibly impressed by the emphasis of the Minister
of Transport last year of the excessive cost of G.C.A. He made quite sure that
Was conveyed to me. We had an exchange of opinion in regard to that. It is
®Xpensive; but, with the growing volume of traffic, aids to navigation and air-
Ports are becoming increasingly necessary. Obviously you are doing something
about it with high intensity lighting, and other means of radar control and so
On. T was naturally interested to know to what extent G.C.A. was going to
enter into the picture. The initial cost is heavy, the maintenance cost and cost
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of personnel to manage the sets is perhaps heavy; but from what I read, and
see at airports, traffic control is becoming a larger problem each year, and
the more means to ensure safety, the better. I was wondering if there are any
other safety practices that are being put forward by T.C.A., for the action
and decision by the Department of Transport in connection with airports?

Mr. McGrecor: We have quite a large recommendation with respect to
both high intensity and low intensity approach, lighting extensions and runway
lighting as well, and that is augmented each year as various installations are
made. It passes on to what we regard as airports with a lower priority than
were being considered previously. That is, when a very necessary installation
is made, then our recommendation for the ensuing year goes on to an airport
that we considered less essential the previous year. To get down to this
business of G.C.A. and I.L..S., there are preferences established; as I mentioned
earlier, the ideal without regard for cost at all is both. The cost of G.C.A. is
extremely high. No cost, perhaps is right to consider in the light of safety, and
therefore, if 1.L.S. is installed, we think, in our opinion with competent pilots
that that approach, and not lowering the limits with respect to what would
normally be safe, is satisfactory. There is another development afoot, in fact,
it is well advanced which ties in an automatic pilot with the I.L.S. approach.
That, perhaps to the extent it eliminates even further the possibility of human
error, is the safest of all; but, that doesn’t meet the conditions that you speak
of, of the control of aircraft approaching the airport. That is simply a matter of
approach down to visual limits.

Mr. CHURCHILL: There was one other factor of air safety we discussed
last year, and that was where R.C.A.F. planes were operating near civilian
airports; has there been any difficulty this year with that phase of air activity?

Mr. McGREGOR: No, I think that the modification in the regulations that
were made have been carefully observed, and so far as we can make out have
greatly improved that situation.

Mr. CHURCHILL: In connection with the Stevenson airport in Winnipeg,
which has the civilian aviation on one side and the R.C.A.F. on the other, has
there been any difficulty with regard to air traffic interfering with each other?

Mr. McGREGOR: There have been delays caused by the amount of traffic.
The fact that it was military traffic rather than civilian didn’t in itself contri-
bute to the delay. Had the volume of traffic existed of one type, it would have
been the same amount of delay; but it is not unusual under inferior weather
conditions to have a civilian flight find itself encountering delays.

The CHAIRMAN: Shall the heading”“Airport and Airway Facilities” carry?

Mr. HaMmiLtoN (York West): No, Mr. Chairman,

Mr. CHAIRMAN: I think probably we had better adjourn until 8.15 p.m.,

EVENING SESSION
8.15 p.m.

The CHAIRMAN: Gentlemen, we have a quorum now. We will proceed
with the item on page 16, Airport and Airway Facilities.

Mr. BELL: Do you remember, Mr. McGregor, I asked if you had any figures
available regarding the passengers boarded in the regions, with the various
major cities in Canada. I would like to have a look if you have anything at
all there.

Mr. McGREGOR: We would be very glad to give you that. If after this
session is satisfactory to you, it would be fine.

Mr. HauN: Would it be possible to incorporate that as an appendix to’

the record?
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The CrAIRMAN: I think so.

Mr. McGREGOR: Mr. Chairman, there were some questions asked during
the afternoon session to which we have the answers.

The CHAIRMAN: Probably we should have those answered now. We will
have answers to questions asked during the afternoon so we can clear up that
as we go along.

Mr. McGREGOR: The question asked by Mr. Hamilton (York West) was
for a schedule of trans-Atlantic flights to and from Montreal. This is for the
summer of 1955—Trans-Canada Air Lines, 8; British Overseas Airways Cor-
Pporation, 7; Air France, 4; Royal Dutch Airlines (KLM), 3.

Again there was a question asked by Mr. Hamilton (York West) about the
Mexican service, and this is divided to reflect south-bound and north-bound by
months through October 1955 and the columns are headed total receipts, pas-
sengers to Tampa, seats available to Mexico, and passengers to Mexico. There
are many figures. Perhaps I may table them into the record.

There was a question asked by Mr. Hahn as to the comparison of fares
in western Canada on the various routes operated by both T.C.A. and C.P.A.,
Winnipeg-Calgary direct, and Winnipeg-Calgary via Lethbridge and Regina,
fares being identical in both cases; Edmonton-Calgary-Regina fares being
higher by C.P.A. due to the extended mileage.

A question was asked by Mr. Hamilton (York West) in an endeavour to
determine what the effect of the C.P.A. trans-Arctic operation was on T.C.A.’s
bOardings in the west. This we have been able to get. The boarding passen-
gers at Vancouver and Victoria and Seattle, which I think were the three
Coast ports we referred to last year as being worth about $400,000, were in
1955, Vancouver trans-Atlantic passengers, 716 as compared to 1954 with
921; Victoria 118 as compared to 191; and Seattle 8 as compared to 16 the
Previous year. I think the effect of the competitive service is reflected there.
We calculate that, using average fares, that the effect is $287,000 of the
$400,000 total revenue which we estimated existed in 1954.

There is one other question. Mr. Churchill asked a question about G.C.A.,
and T.C.A.’s recommendations. The fact is that T.C.A. has not specifically
Teécommended the installation of G.C.A. anywhere in Canada other than at
Gander where it is now installed. We have recommended installation of
Surveillance radar installations at Montreal, Toronto, Winnipeg and Vancouver,
and that type of equipment deals exactly with the point to which Mr. Churchill
Was referring, the question of keeping track of the aircraft in the air rather
han at their final approach. The reason that T.C.A. has not recommended
G.CA. at other points is we believe the rapid development that is going on in
the art of electronic aids to navigation is such that T.C.A.’s job can probably
flfmdone more economically by alternative equipment in the not too distant

re.

" The CuatrRmaN: Will someone move that these answers be appended to
he evidence? ;
Agreed.
_The Cuamrman: Now, are there any questions on airport and airway
facilities?
Mr. Haun: In that first paragraph I notice Calgary, Saskatoon, Manitoba
and go on, but the city of Vancouver is missing. Is there no work being done
€re, or does that not come under your control?
. Mr. McGREGOR: Yes, but I think there has been a great deal of work done
n? the Vancouver airport in recent years and that none is being done at the
Oment and that there is no great requirement for any.
Mr. Haun: It was completed and there was nothing done last year?
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Mr. McGRreGor: No.

Mr. FoLLweLL: On the question of airport and airway facilities, are
they maintained primarily by the Department of Transport in Canada?

Mr. McGREGOR: Yes.

Mr. FoLLwELL: And you rent from them or pay landing fees?

Mr. McGRreGor: We pay landing fees.

Mr. FoLLweLL: Do you have any airports of your own?

Mr. McGRreEGOR: No. There are a few maintained by municipalities and
a few by one or the other of the armed services.

Mr. FoLLwierLL: And you would pay the municipalities for the use of
them?

Mr. McGRreGOR: We pay the same scale of landing fees regardless of owner.

Mr. CHURCHILL: Have you made any comparison of airport facilities as
between Canada and the United States in your survey of air services?

Mr. McGrecor: Only with respect to the American airports into which
we operate. I would say from the standpoint of runways, lighting and approach
aids, and so on, in spite of the fact that our airports are used to a lesser
degree than most of the major airports in the United States, that they compare
satisfactorily. I would say that the passenger handling facilities are not on
as high a scale and standard as the major airports in the United States for
fairly obvious reasons, but I think a great deal of work is being done to
correct that situation as rapidly as possible. Saskatoon was mentioned this
afternoon as a case where a new building was put in adequate in size and
very well laid-out which I think will meet the requirement for many years
to come.

Mr. Hagn: Has any consideration been given to the instances where
aircraft are grounded because of inclement weather and passengers are
waiting for a change in weather conditions? Most of the complaints which
I have are that the facilities are very poor and awkward, that there are not
enough chairs for many people to sit on and that it is pretty awkward with
women around and sometimes men for that matter.

Mr. McGREGOR: As I say, the situation is being corrected as fast as funds
can be made reasonably available for new buildings. There is a very large
terminal under construction at Dorval; Saskatoon went into operation as a
Department of Transport matter last year, and Edmonton got in the year
before; so I do not think it is true to say a year goes by without the situation
being semi-permanently corrected at a major airport.

Mr. CHURCHILL: Was there a fire at Dorval today?
Mr. McGREGOR: Yes, a Very serious one.
Mr. CHURCHILL: Can you give us any details?

Mr. McGreGor: Just what I have by telephone. I was greeted with that
when we started this morning at the first of the session. The large three-bay
Royal Canadian Air Force hangar is completely destroyed along with two
aircraft and our adjacent hangar, which fortunately had a brick wall, appar-
ently stopped the fire from going the length of the hangar installation. Our
hangar is damaged as to the roof and all the windows adjacent to the burning
hangar are out; heat is cut off in our hangar, and other damage resulted to
automobiles parked near the R.C.A.F. hangar. No aircraft of ours or any
other facility, I am glad to say, is damaged.

Mr. CHUrcHILL: We have no responsibility in so far as the automobiles
are concerned?

Mr. McGREGOR: I am sure they are the property of air force personnel.
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Mr. HamiLToN (York West): Could I ask a few questions on' safety
matters? Have you had any reports from pilots or captains which you might
term in the category of near misses or incidents of that type during the
last year? :

Mr. FoLLweLL: With flying saucers.

Mr. McGrecor: We attempt to specify what a near miss is. The term is
used very loosely particularly by an organization that attempts to measure
these things in the United States. I think it is probably not far from the truth
to say nowadays, for purposes of recording a near miss, it is the recording
of any sighting of an aircraft where it should not apparently be; that is not
a near miss. We have had no cases reported in 1955 as what might be regarded
as a dangerously close approach. We have had reports where an aircraft was
observed to be in what was considered to be an unauthorized position:

Mr. Haminton (York West): Is that applicable to an incident in Brampton

‘Within the last year?

Mr. McGregor: I do not know specifically of an incident. I only get a
Summary of these things.

Mr. HamirtoN (York West): You would get the same reports that the
bilots turn in to their Pilots’ Association, copies of those reports?

Mr. McGreGor: I would expect so, although any report I would see would
be an official company report.

Mr. HamrnToN (York West): It might be the other way round.

Mr. McGREGOR: It might.

Mr. HamintoN (York West): Copies of your reports might go to their
Pilots’ Association?

Mr. McGREGOR: Yes.

Mr. HamiLtoNn (York West): Have there been any complaints by your
Captains or pilots about mixing defence aircraft and civilian aircraft in the
Same airport area? ,

Mr. McGreGor: I have had no specific complaints. In general we would
Prefer to see the two functions separated.

: Mr. Haminton (York West): Has that anything to do with the more recent
Indication of the danger from the jet stream in a fast flying jet area?

Mr. McGreGor: No. You are referring to the break up of an aircraft
allegedly encountering a jet stream?

Mr. Hamirton (York West): Yes.

Mr. McGreGor: No. I would question the unsupported opinion that the
YYpe of aircraft we operate would be susceptible to break up under those
Conditions.

Mr. Haminton (York West): I understand there are about three incidents
Of this type reported in the United States and here. Have you made- any
Mvestigations?

Mr. McGRrEGOR: Perhaps it would be true to say that inadvertently some
Years ago a jet aircraft did approach close to the front of one of our North Stars
and it caused turbulence which rocked the North Star but did not do any-

Ing elge,

‘Mr. Haminron (York West): Has there never been any indication of loss
f contro] or anything like that?

Mr., McGRrEGOR: No.
£ Mr. HamILToN (York West): Then, you said that it would be more satis-
actory if there was a division of military and civil uses of our airports. Now,
' your pilots, or you, satisfied with the general holding patterns that you

Ve in the airport zones or also in the airport area?
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Mr. McGREGOR: If you are speaking of the pattern regulations as they
exist, I believe that the answer of our flight operations people to that question
would be: yes. If the question really means: would we prefer to have direct
visual knowledge on the part of the tower of the position of each aircraft in
the vicinity, then we would prefer to see that, and that is the reason for the
request I referred to a few moments ago.

Mr. HaAMILTON (York West): I understood that there was a proposal to
slow down planes in the standard homing pattern in the airport zone. Is that
as a result of any recommendation from T.C.A.? A

Mr. McGRrEGOR: I would not be sure whether it resulted from a recom-
mendation of ours. The desire on the part of the control people is of course to
endeavour to keep all the aircraft that may be in the vicinity of the airport
flying at approximately the same speed so that the hazard of overtaking is
eliminated.

Mr. HamiLToNn (York West): The recommendation of the department to
slow down would be in keeping with your own views on the subject, then?

Mr. McGREGOR: Yes.

Mr. HamiLtoN (York West): Do you think that that rule should be
extended from the airport zone itself to the airport area, which I understand
covers a 30 mile radius instead of a 5 mile radius?

Mr. McGREGOR: I believe the zone control varies somewhat between one
airport and another, but I think any action which is taken and which tends to
make easier the control of aircraft and which retains the separation that is
required during the interval is a good thing.

Mr. HAMILTON (York West): I understand further that there is a proposal
to restrict the use of air space above 9,500 feet to airline operations, or to
introduce a regulation that only main airline pilots would be qualified to fly
in that lane. Is that in keeping with your suggestion on this subject?

Mr. McGRreGOR: I don’t think it is. We made recommendations with respect
to the reservation of air spage along airways—we are away from the subject of
airports now as I understand it—but I do not think there Was a restriction to
9,500 feet.

Mr. HAMILTON (York West): What was your recommendation?

Mr. McGREGOR: I don’t remember exactly what the altitudes were, but we
suggested that main through traffic regardless of whether it was airline traffic
or R.C.AF. traffic or itinerant traffic should proceed at an altitude which would
be held inviolate by other operators, particularly all those crossing over the
airway.

The CHAIRMAN: Shall the item carry?

Carried.

The CHAIRMAN: The next item is “Routes” on page 17. Are there any ques-
tions on this item?

Mr. HaeN: Last year I believe, Mr. Chairman, the question was put
whether Moose Jaw would be included on the routes now served by the
Viscount, and if I recall correctly a suggestion was made that once Viscounts
became available in any number such would be the case. I do-not believe that
Moose Jaw is included now in this respect. Could the committee be told when
it is intended to put Viscounts on the route?

Mr. McGREGOR: No, I am afraid I could not.

Mr. HaHN: How many Viscounts do you feel you would require before
you could do that?

Mr. McGREGOR: I don’t think it is a function of the number of Viscounts
we own.

e
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Mr. HAHN: It seemed to hinge on that last year.

Mr. McGREGOR: I don’t think that was the sense of the answer to the
question. Moose Jaw is being served by C.P.A. now. It is an extremely busy
R.C.AF. station. It has not a very high traffic potential and, frankly, I do
not see the requirement.

Mr. Haun: I was just following through what was proposed last year.
Actually the proposal was made in the House to the Minister of Transport as
well as being put forward in the committee and, as I understand, it was sug-
gested it might be included. At that time, when the question was brought up,
I do not believe it was suggested that load availability would rule out the
proposal; I understood that it hinged on the question of the number of
Viscounts, but I Wouldlhave to look that up for myself.

Mr. McGREGOR: I hope you will not find that I said it hinged on the
number of Viscounts. )

The CHAIRMAN: Shall the item headed Routes carry?

Carried.

The CHAIRMAN: The next item is headed Personnel. That is on page 18.

Mr. HAHN: What turnover of staff have we at points such as New York
where, I understood, our wages are lower than they are in the case of similar
categories of personnel employed in other offices? * Are we finding it difficult
to keep up trained staff?

Mr. McGREGOR: Yes. I think we are having exactly the same difficulty
as every other airline in New York; and I do not think our wages paid in
New York are out of line.

Mr. HauN: Did I understand you to say, when the question of wages was
mentioned, that our wage scale was less than the American scale?

Mr. McGREGOR: That is correct, but we do not attempt to maintain that
differential in American points.

Mr. Haun: Is it not true that we are losing some of our personnel to the
American lines?

Mr. McGREGOR: Yes, we are losing some of those who are employed in
American offices.

Mr. HAHN: Does that apply to senior supervisory personnel?

Mr. McGREGOR: No. Senior supervisory personnel we do not lose.

The CHAIRMAN: Are there any further questions on the matter of per-
sonnel? It not, shall the item carry?

Item carried.

The CHAIRMAN: The next item is on page 22—Development. Are there
any questions on this item?

Mr, FuLtoN: We have all seen—I think it is in the press, Mr. McGregor—
Something with regard to your future plans for turbo-prop aircraft. Would
You like to make them official so far as the committee is concerned?

Mr. McGREGOR: Only with respect to the Viscount orders that we have
dealt with earlier today, Mr. Fulton. As I say, we now have 15 in our posses-
sion. We shall be getting 3 more this spring, and an additional 18 will
be bought in two successive deliveries amounting to a total of 36 by the
Spring of 1958,

Mr. Furton: I may have misunderstood the position, or possibly I may
have imagined it—though I do not think that is likely—but I believe I saw
Somewhere that you felt you might order some further sorts of turbo-prop
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aircraft between the time you would obtain delivery of all your Viscounts
and the time you actually turned over to jets, as I understand you anticipate
doing.

Mr. McGRreGoOR: Yes, I think there are routes operated by T.C.A. that will
require a longer range aircraft than the Viscount and which do not economically
suit the operation of, let us say for example, full long-range jet aircraft.

That need can, I think, be filled in two or three different ways. One
would be by using one of the larger turbo-propeller aircraft now under develop-
ment, or one might use a smaller foreign jet aircraft, development of which
is under consideration. Members of the committee perhaps read recently
of the Convair company having considered the production of what might be
called by modern standards a small jet.

Mr. FuLton: Are there any turbo-propeller aircraft now:under develop-
ment in which you are particularly interested?

Mr. McGreGor: We are interested in all aircraft that appear to be eligible
on a superficial examination for the route requirement I spoke of and that
interest either waxes or wanes depending on what we find out on a more
detailed examination. The aircraft of the class I spoke of would be the
Lockheed Electra or the Vickers Vanguard.

Mr. FuLToN: What about the Britannia?

Mr. McGreGOR: The Britannia is a somewhat larger aircraft than we are
thinking of. It is a long-range trans-Atlantic aircraft and we rather believe
that that aircraft will have a period of high popularity and high traffic appeal,
but we are also inclined to think that that will be short-lived with the advent
of the full jet aircraft.

Those are the lines along which we are thinking at the moment.

Mr. CrHURCHILL: I notice that you say T.C.A. has extended its planning
“even further into the future.” How far away does that future extend?

Mr. McGRreGcor: By years to 1958 but as I have mentioned, the investiga-
tion of types has gone further. I would prefer, however, not to go into
detail on any of the conclusions that have been arrived at until the matter
has been referred to the company’s board of directors.

Mr. HamiLton (York West): In that connection then, Mr. McGregor,
this cutting which I have from the Globe and Mail which states:

T.C.A. to buy four United States Jets; due in 1961
is just a rumour?

Mr. McGREGOR: It is just rumour, at this time.

Mr. CHURCHILL: And the other aircraft you were talking about—the
Bristol Britannia—is that the aircraft which is being built under licence in
Canada at the present time?

Mr. McGRrEGOR: No, the Bristol Britannia commercial aircraft is a turbo-
prop aircraft. The aircraft that are being built under licence in Canada under
the name of “Britannia” are piston-engined aircraft designed specifically for
marine reconnaissance.

Mr. CHURCHILL: Is the basic plane the same except that it is piston driven?

Mr. McGREGOR: It is largely similar; it is built around the same basic wing
design but there are major differences due to technical requirements. It is,
of course, intended for naval use.

Mr. CHURCHILL: Would it be reasonable to expect that this type of aircraft

could be modified and developed into a commercial type in the same way as .

was done, I understand, in the case of the North Star which was first of all
an R.C.AF. aircraft? ¢
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Mr. McGREGOR: I think that is conceivable. I have no positive information
on the point but I do not think the construction licence as it now stands extends
to building a commercial aircraft.

Mr. CHURCHILL: There would be an indication that the plane might be
built in Canada if it were the type of plane that could be developed along
the lines that I have mentioned.

Mr. McGREGOR: Yes.

Mr. CHURCHILL: You said you felt the Britannia would have considerable
Popularity over a limited period?

Mr. McGReGOR: That was the opinion I expressed.

. Mr. CHURCHILL: Would it be fair to say that it might put us one step ahead
of competition during that period?

Mr. McGREGOR: No I don’t think so. For one thing the aircraft will be
operated commercially by our big competitor on the North Atlantic route—
B.O.AC.

Mr. CHURCHILL: Will they be at an advantage until such time as these
Jets come along?

Mr. McGREGOR: That is possible if the delivery of Britannias is early
enough and if the performance of the aircraft in service turns out to be what
is hoped for.

Mr. CHURCHILL: How long will it be until the jet comes into commercial
use?

Mr. McGREGOR: I would venture the guess that the Britannia would be
at least two years ahead.

Mr. CHURCHILL: In connection with these jet aircraft have you considered
the availability of the English jet products with reference to when they may
become available?

Mr. McGREGOR: You mean as power plants in American air frames?

Mr. CHURCHILL: No, I mean the jet aircraft that may be available as
tompared with what you might be looking over with a view to purchase in
the United States.

Mr. McGREGOR: I know of only one British jet aircraft in contemplation
and that is the Comet 4. We have looked at that and found it somewhat short-
ranged for the North Atlantic west-bound winter non-stop operation which it
IS our desire to put in service. I think B.0.A.C. have come to the same con-
clusion judging by press releases.

Mr. CHURCHILL: So you would not find it acceptable for trans-Atlantic
Service?

Mr. McGREGOR: For the reason I have mentioned.

Mr. CHURCHILL: Would it be acceptable for the trans-Canada service?

Mr. McGREGOR: Yes, I think it would, but again I must refer to the keen
desire on the part of every airline to reduce the number of different kinds
of aircraft which it operates at any one time.

Mr. HamirLToN (York West): So you would be looking forward to a type
of aircraft which you could use for both trans-Canada and trans-Atlantic
S€rvice as your next step? ;

Mr. McGREGOR: Yes.

Mr. Hamiuton (York West): I see. Now, in connection with equipment
Purchases, I understand that you indicated to the Gordon commission that you
Would have to have considerable notice of competition in order to line up your
€quipment purchases. Ten years was mentioned. Does that still stand as your
Opinion?

-
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Mr. McGRreGor: I think so. What I was trying to say was Yhat T.C.A.
plans, like any airline, a long way ahead in the matter of equipment purchases.
But to anyone ordering an aircraft these days and getting delivery, the time
varies between two and four years depending on the type and the depreciation
of the aircraft and it must not be shorter than seven years at the very least.
For the basic conditions under which an airline is operating may be materially
altered, and if it is not to be caught seriously over-equipped, and pay a heavy
ﬁnanmal penalty, then warning in the neighbourhood of ten to eleven years
would seem to be required.

Mr. HAMILTON (York West): Unfortunately with the Vickers Viscount, if
an aircraft like the Britannia were available would it be completely out of
date as soon as these jets came along in, let us say, 1961?

Mr. McGRreGor: If the fare structure remained the same, and both aircraft

were giving a satisfactory account of themselves, then on the North Atlantic
I think that is true.

Mr. HamiLtoN (York West): You mean it would hold its own?/
Mr. McGREGOR: No!

Mr. HaMmiLToN (York West): It would be behind?

Mr. McGREGOR: Yes.

Mr. HamiLtoN (York West): Thank you!

The CHAIRMAN: Shall the heading “Development” carry?
Carried.

Mr. HaMmiLTON (York West): Before we carry this item, I left this to the
end because I felt we wanted to be pretty well through this report, and certainly
any motion we might make is no indication that we are not satisfied with
Mr. McGregor’s handling of the management of this company. It seems to
me that we have spent a great deal of our time discussing the question of
competition. Someone might say that I spent a great deal of time but I
think pretty well all the members who have taken part in the questioning
‘have, and I feel that now we probably should have the benefit of calling some
.outside witnesses, perhaps those who have taken part in airline development
with other companies in the country, in order to get their views, as to whether
competition has changed now from what it was during the early years after
the creation of this company.

) "Therefore I would like to move, if I may:

/ That in connection with its consideration of Trans-Canada Air Lines’
% report dealing with the volume of traffic available and with the question

' 4 of development, and in the light of discussion of the effects thereon of

M competition, the committee should call and question witnesses from other

; Canadian air lines.

I move that motion which is seconded by the honourable member for
Kamloops.

Right Hon. Mr. Howe: I doubt if that comes within our terms of reference.

The CuHAIRMAN: All I can say in regard to the motion which you have

made is this: I think the terms of reference which were presented to us

authorize us to deal with matters relating to the report. Have we got the terms
of reference? Yes. !

That the Annual Report of Trans-Canada Air Lines for 1955, the

Auditors’ Annual Report to Parliament of Trans-Canada Air Lines for

the year ending December 31, 1955, tabled this day, and the Capital

Budget of Trans-Canada Air Lines for the year ending December 31,
1956, tabled on Wednesday March 7, 1956, be referred to the said committee.

B
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That a Sessional Committee on Railways and Shipping owned,
operated and controlled by the Government, be appointed to consider
the accounts and estimates and bills relating thereto of the Canadian
National Railways, the Canadian National (West Indies) Steamships,
and Trans-Canada Air Lines, saving always the powers of the Committee
of Supply in relation to the voting of public moneys; and that the said
Committee be empowered to send for persons, papers and records and
to report from time to time and that, notwithstanding Standing Order
67 in relation to the limitation of the number of members . . .

It seems to me that this motion which has been made by Mr. Hamilton
(York West) goes beyond the terms of reference that are given to us, and that
we are now empowered to bring before this committee matters other than those
within the terms of reference, or witnesses other than those that have to do
with government accounts, estimates and bills relating to Trans-Canada Air
Lines. I do not know what other members of the committee might say as to
that,  but I think this motion falls beyond the terms of reference that have
been submitted to this committee and for that reason, before—but before
ruling I will hear anyone else who wants to speak on this matter. It seems to
me that is the position.

Mr. Burn: It seems to me that Mr. Hamilton (York West) is confusing
the Royal commission report, the submission made by Mr. McGregor to the
Royal commission on Canada’s economic prospects, with the T.C.A. annual
report for 1955. I came into this committee on the understanding that that
was the matter which was before us, and that the committee was not specifically
delegated to determine whether or not this company was to continue operating
as T.C.A. with a franchise or whether it should submit to more competitive
enterprise.

I am sure that we are away beyond the terms of reference of this com-
mittee in calling witnesses now to determine whether this company or corpora-
tion is operating as efficiently as it would if it had competition. I think we all
understand that, even if this company, or if the franchise were turned over
to another airline company, there must still be a measure of control by the
Air Transport Board and, in all probability we would still require one company
to operate, under the circumstances in Canada. Therefore I think the suggestion
made is entirely beyond the terms of reference of this committee.

The CHAIRMAN: Are there any other expressions of opinion? .

Mr. Furton: I do not see that the resolution goes outside the terms of
reference. It is not suggested in the motion made by Mr. Hamilton (York
West) that we bring in any specific report or recommendation, but the motion
as I understand it is directed towards enabling us to get a better appreciation of
Some of the various matters reported on in the Trans-Canada Air Lines annual
Teport which is now before us, which certainly is within the terms of reference
of this committee, and which we have been considering all day. There is a
Section in the report dealing with volume of traffic available and there has been
Considerable discussion of the effect on that volume of traffic that might be
brought about by competition.

There is a section in the report dealing with development, pointing out
that Trans-Canada Air Lines still has a large number of a certain type of
aircraft on order, and it points out that the airline will further undertake
Services extending into 1956 for the most part, and they will ask for greater
flight frequency. There are no major route additions being contemplated
at Present, and there is a reference in the report to one exchange which was
Made between Trans-Canada Air Lines and Canadian Pacific Air Lines, an
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exchange of routes which, while not exactly creating competition, does bring
in the question of the relationship between Trans-Canada and other commercial
airlines in the country.

It seems to me, now that we are going to have the capital budget before us,
and we shall be asked to approve the capital budget which I assume contains
commitments for further purchases and so on, it would help this committee
in arriving at its decision on what to do with respect to that capital budget,
and indeed with the report generally, to know what others in this field have
to say on the question of whether or not the time is ripe, whether they would
be prepared to enter into some form of competition, and as to its effects on air-
line passenger traffic in Canada.

We are not asking that the committee should make any alteration in Trans-
Canada’s annual report on the basis of what anybody else might say. But
since this committee is asked to report to the House on a matter that will be
coming before us, it does seem to me that it is quite sensible for the committee
to hear the views of other people on a question which has taken up a large
share of our discussion this afternoon. And the committee does have power
to send for witnesses. There has been no limitation in the terms of reference
as to the sources from which those witnesses may be derived. Therefore I
think it would be helpful to the committee and to parliament generally to hear
the views of some of the other people in this field.

Mr. FoLLweLL: I wonder. Probably the committee would be well off if
they knew—I do not—if there are at the present time any applications before
the Air Transport Board for franchises, and if Trans-Canada Air Lines are
opposing them. I have not heard of any and I do not know if there are any.

Right Hon. Mr. Howg: There are no applications.

Mr. FuLton: Of the important ones which have come before them so far,
the major ones have all been turned down!

Mr. FoLLWELL: They apparently have all been settled one way or the other
and there is nothing pending at the present time.

Mr. FuLtoN: We are not reviewing the Air Transport Board!

Mr. LaNGLoiS (Gaspé): Mr. Chairman, may I suggest that this question
of competition could well be brought before the Royal commission investigating
Canada’s economic prospects. We were told this morning that T.C.A. had
already on file a brief with that commission, and if there are any other
companies or airlines in Canada which are interested in having this question
considered by the Royal commission, they are at liberty to bring in their
witnesses and evidence and make their submissions to this commission. If we
stop to hear witnesses in this respect I am afraid we will be duplicating the
work of this Royal commission.

It has been said that this motion was brought about by the fact that there
has been some discussion on the matter of competition before this committee
today but I fail to see in the report of T.C.A. anything having to do with this
policy of non-competition which is now in force in this country, and I wish to
remind the committee that this policy does not apply only to the T.C.A.; and if
some airline is interested in impressing upon the government that the govern-
ment should change its policy in this regard, I think the proper way to do it
would be for them to go before this Royal Commission.

The CBAIRMAN: Let me say this to the members of the committee: that
I understand that representatives of Pacific Western Air Lines and Canadian
Pacific Air Lines have already submitted briefs, along with Trans-Canada Air
Lines, to the Gordon commission, and it was along the lines suggested in this
motion that those presentations were made. That being so, we would probably
get a duplication of what was said at that time. I do not know that that was

e e —
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the purpose of this committee to hear representations of that kind here. We are
asked to consider the accounts, bills and reports of the Trans-Canada Air
Lines, and not any other airline in Canada. The same thing might be said
when we come to consider the report of the Canadian National Railways, that
we should call for representatives of the Canadian Pacific to give evidence here.
In that event we would have this committee going on for a period of probably
three or four months. I do not think that was the meaning of the terms of
reference when they were submitted to us.

Mr. HAHEN: Mr. Chairman, it would seem to me that during the past three
years, through questioning, through the cooperation of the committee members,
and the executive of the Trans-Canada Air Lines itself, we have been able to
arrive at certain figures, in answer to questions that were put to them. Now,
I would personally like to be able to be in a position to get the similar answers
from some other airline, or if you suggest, later a railroad line, for that matter
to compare these things and discover for myself whether these things—our
operations are as good as we might hope, or might have a right to expect, and
just exactly what shortcomings we have. Charges have been made in respect
to competition. I myself have fostered some of them, in fact, and up to now I
have heard the one side of the story. I have yet to hear the other side. It is
true, as Mr. Langlois suggests, possibly that C.P.A. and P.W.A. have not made
representation to the Gordon commission; but relative to the cost factors of
labour and other figures I would personally feel that I would like to be in a
position to compare those particular figures. That would be the only purpose
of my supporting this resolution at this time.

Mr. LangLors (Gaspé): Mr. Chairman, I suggest, and I was commenting
on what my friend Mr. Hahn just said; I suggest that if we start that with T.C.A.

" —

~here, we are going to have the same thing with the C.N.R. tomorrow, with the

National Steamships after that, because, if each time that an official of one of
these companies expresses an opinion, if we are to call outside witnesses, out-
side the organization of these two companies, come up here and give contrary
evidence, well, we will have to call witnesses from all over Canada whenever
there will be something expressed which will not be in agreement with the
thoughts of some of the members of this committee, and God only knows
when the work of this committee will end. You see, the terms of reference
of this committee is to investigate into the administration of this crown com-
pany, to question those in charge of this crown company on matters of
administration. I do not think we have been empowered to call any witnesses
to contradict any of the opinions that are voiced here by those officials, and if
we go that far, if it is the intention of the committee to go that far, the only
way of doing it will be to go back and ask the House of Commons to extend
the powers of this committee. I do not see any other way of doing it.

Mr. FuLTon: Well, now, we clearly have the power to do what is suggested
in this motion. We do not have to refer back to the house for the power to
call witnesses. The house has given us that power, I suggest and expect us
to use it. It would be a good thing if we did.

Mr. LancLois (Gaspé): We are not asked to call witnesses to voice their
appreciation of the administration of the company, we are going to call them,
according to this motion, to come here and voice their opinion on the policy
of non-competition which is not covered by this report, and which is not covered
by the terms of reference of the committee.

S Mr. Haun: I would not suggest it is a case of arguing policy, in my own
Instance, Mr. Langlois. It is rather a case of wanting to compare their opera-
tion with what we have here so that I can determine for myself whether
Or not our system should continue to be carried on as it is, or whether we

ave certain weaknesses in the way of depreciation, or it might be the method
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of operation. It is not a matter of policy. That is set by government, and I
do not think it should be our purpose to interfere with that.

Mr. LancrLois (Gaspé): I have to disagree with you there on your inter-
pretation of the motion. The motion before us reads in part, “In the light
of the discussion and the effect thereon of competition”; that is to say, the
development of the volume of traffie of the T.C.A.—to call witnesses from
other Canadian airlines”. It is only this matter of competition. This motion
to my mind does not seek for the power to call witnesses who will be here
to give us information about their own administration in order to be able to
compare it with that of T.C.A.

Mr. WEAVER: Mr. Chairman, this motion is outside the terms of reference
of the committee, and it is rather a fantastic one. I'might recall the meeting
of the committee last year when Mr. Gordon was asked if he had the C.P.R.
statement, if he had the C.P.R. annual report, and, if my memory serves me
correctly, he indicated that he would be only too glad to have it, he would
be only toc glad to have the information having to do with the business of
the C.P.R., and that this motion would attempt to get from the business of
other Canadian airlines. I think the mover is thinking of it only in terms of
looking at it from one side. I do not think any Canadian airlines would
want to come here and have their business looked into as we are looking
into T.C.A’s. I am sure Mr. McGregor would be only too happy to have
them looked into, but it is just outside, not only the terms of reference, but
the period in point of time for the committee to do it, because we would be
here for months. We had a Royal Commission on Transportation that sat
for months doing the same thing in connection with railways. Now, this
motion would have this committee doing it in connection with airlines.

The CHAIRMAN: There is just one thing I want to say in answer to the
matter brought before the committee by Mr. Hahn. Mr. McGregor has said
to me that he can give some information with regard to the matters he was
relating to, and has here certain statements of reports that are filed with
the Air Transport Board. They are the type of thing that you are asking for,
and the information that you would request is filed with them, and I think
that can be readily available.

Right Hon. Mr. Howe: Those are private reports, private documents.

The CHAIRMAN: Private documents?

Right Hon. Mr. Howe: Only with the Air Transport Board.

The CuHarRMAN: Filed with the Air Transport Board and as such are secret
documents?

Right Hon. Mr. Howg: It would be a breach of all propriety of the Air
Transport Board to release any of these.

_Mr. FuLTon: We are not asking the Air Transport Board to release them.

The CHAIRMAN: I am thinking this, we say we want someone here to
represent the different other air transport companies. We do not know that
they are going to be willing to come—

Mr. FuLToN: Ask them. ‘

The CHAIRMAN:—and if they will come, to give evidence to this com-
mittee. We are able to do that with the officials of this company, because
this company is operated and controlled by the government, and in the terms
of reference it refers to the accounts, estimates and bills relative thereto, that

is relating to the companies that are operated and controlled by the govern-
ment. I think that this motion is outside the terms of reference as set

out here, which has been given to us by the House of Commons. I do not:

know how the members feel about that.
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Mr. HAMILTON (York West): Mr. Chairman, before you make a ruling
may I speak again?

; The CHAIRMAN: Certainly.

Mr. HAMILTON (York West): It seems to me that this committee must
have had meetings a day in length or a day and a half in length ever since
§ probably 1938 or 1939 to-deal with a corporation whose gross last year was
over $70 million and which estimates its gross for next year at $85 million.
Now, it is obvious that all of that information that we have got, I think year
after year, is the information which is set out for us here in a very able report,
I may say. But there are probably none of us who can be considered other
than laymen in connection with our ability to examine and look into this
report. Regardless of the terms of reference, Mr. Chairman, the fact is that
the items that are mentioned in the motion have been dealt with time and
time again today, right from this morning on. ' I am quite sure that Mr. Me-
Gregor regards it as very important to his company’s operation, the position
) which he holds in connection with the franchises on its lines. I think at the
,j same time we are entitled to know whether it is essential that that type of
[ protection continues, and I would strongly suggest, Mr. Chairman, that my
| motion is in order. :
——
“}' Mr. CarrIcK: May I just make a submission? As I look over the resolution,
\w the heart of it is an examination of competition and the effect of the volume
of traffic available, and the effect that this would have upon competition.
I think, quite obviously, if this motion were carried, and the witnesses were
called, this committee would be facing the question of whether it would be
desirable to have competition introduced. Well, it seems to me that that is .—
quite outside the terms of reference which authorize the accounts, estimates .
and bills only, and if we do go into that, I do not know what kind of a report
we can possibly bring in that would be relevant to the accounts, estimates and
bills of T.C.A. It might be relevant to something quite different. I say with
reference to Mr. Hamilton’s submission, it is quite true that we have dealt with
these matters, but I think it is customary for committees of this kind to allow
latitude to members, a very wide latitude so that they can get all the information
they want, but that does not mean that all the questions that have been asked
‘ are relevant to what has been dealt with. If a wide latitude were not allowed
some members of the committee would be complaining that they did not have
I the opportunity to get the information that they wanted. Well, it is properly
\1‘ given that opportunity, but I think it is quite clear that this motion has no
: relevancy at all to the matters referred to this committee.
F Mr. HamiLtoN (Notre-Dame-de-Grdce): Mr. Chairman, Mr. Carrick’s
remarks, and one or two others which have been made here, indicate some
} doubt as to the relevancy of any information that might be obtained from these
] witnesses to our discussion. It would seem to me that earlier today, in effect,
| and I think quit 1y, Mr. McG lled wit es from other airli
quite properly, Mr. McGregor called witnesses 0 ines
on his own behalf to prove the efficiency of his operations. I am very glad
he did, because he showed us charts and graphs comparing certain aspects of
American Airlines, United Air Lines and one or two others with T.C.A. Now,
I do not think anyone would argue that very excellent representation made on
T.C.A.’s operations was irrelevant to the discussions of this committee. I think
it was very relevant.
Mr. CARRICK: I was submitting, Mr. Chairman, it was irrelevant to the
terms of reference.
Mr. FuLTon: We are considering the report of the T.C.A.
Mr. CARrIcK: No, with regard to the accounts, estimates and bills.
72025—7 .
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Mr. FuLToN: And the report—we are to consider the report of T.C.A., and
thes::\1 matters all arise in connection with the consideration of the report of
T.C.A.

Mr. LaNGLOIS (Gaspé): It went much further than the report.

Mr. Carrick: What does it say?

The CHAIRMAN: The terms of reference read: ‘“That a Sessional Committee
on Railways and Shipping owned, operated and controlled by government be
appointed to consider the accounts and estimates and bills relating thereto of
the Canadian National Railways, the Canadian National (West Indies) Steam-
ships, and Trans-Canada Air Lines—"

Mr. Carrick: It does not say anything about report.

Right Hon. Mr. Howg: A report is submitted to the house.

Mr. HaHN: There is one point I should clarify. I did not ask for any
papers or report from the Air Transport Board in respect to a comparison
between T.C.A., C.P.A., P.W.A,, United Air Lines or any others that might be
operating to a degree in Canada. I am more interested in the competitive end
of this thing in so far as I find in my own lifetime that if a private enterprise
man in business does not keep pace with someone else then he has a way of
discovering the cause of the lost business. But here we are operating an enter-
prise such as T.C.A. and, as efficient as it is, if there were a competitive system
set up we would have a company to compare our figures with. That is the
important thing. I, for instance, asked questions in respect to the cost of
labour in relation to the net worth and so on; I wanted to compare that with
some operation and they didn’t have anything. Mr. McGregor has been very
good in that respect and given us all the information, but now it is useless
unless I can compare it with something. All I can compare it with is what
happened last year and the year before. It is very similar, I might say, with
all the other submissions we have had. I am not being critical because our
terms of reference apparently are very binding, but it is very similar to what
we find the bulletins issued by the U.S.S.R.—something is up 15 or 10 per
cent, but only up against what they had the year before and not in comparison
with anything else. We should have something tangible that we can attach
our figures to.

Mr. Carrick: May I'ask Mr. Hahn a question. Do you think if this
motion were carried that its terms would let you get into the subject matter
you want?

Mr. Haun: I am satisfied if we had a group anxious to sell parliamenta-
rians the desire or right that they have to compete with us they should have
to tell us that they are going to offer us a service we could not get under T.C.A.

Mr. LancLois (Gaspé): If these airlines are not operating over the same
route as T.C.A. your comparison would be comparing two separate things. Do
you know also that these other lines would be prepared to answer questions on
" their own administration?

Mr. HauN: I do not know. If they were not prepared to do that then, of
course, I would have to accept it that they were not too anxious to get into
the business.

Mr. Carrick: In order to get into what Mr. Hahn wants to get into he
would have to have another motion.

Mr. FoLLweLL: I wonder if the mover of this motion could indicate to the
committee that someone has made a representation that they desire to appear
here?

Mr. HamiLtoN (York West): I think I can say safely that other gentlemen
would like to appear heré.
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Mr. LavieNE: Would the witnesses be ready to answer all questions put
to them? I do not think it would be good practice. They might give you certain
information that is to your advantage.

Mr. HAMILTON (Notre-Dame-de-Grace): I think.you might say that some
of us have not had outstanding success always in getting answers to all our
questions even from crown corporations.

The CHAIRMAN: I do not think you can say that in this case. Mr. McGregor
has been fair in endeavouring to give all the information.

Mr. HAmMILTON (Notre-Dame-de-Grace): You should not interrupt me.
I was just going to proceed to say that there had not been any difficulty of that
nature whatsoever today and I think every question we put was answered by
Mr. McGregor. I think every member of this committee knows there have been
cases in the past which for reasons which seemed quite proper to them, execu-
tives of crown corporations chose to, shall we say, go easy on releasing certain
information. So the argument today that perhaps someone who comes before
this committee would not want to answer every last detail about his business
merely puts these other companies in the same position as crown corporations.
I do not say that it is particularly valid, nor do I think that anyone who proposes
to speak for these people before they have even been asked, before we have
any indication of their attitude, is in a position to really represent their feelings
to this committee. It is up to us.to ask them and then if in their wisdom they
do not see fit to answer I think the committee would be very reasonable and

.understanding as some of us have been in the past.

Right Hon. Mr. HowEg: If they came here as witnesses we could ask them
any question we wanted and make them answer it.

Mr. HAMILTON (Notre-Dame-de-Grace): We have that power but it has

‘not too often been exercised.

Right Hon. Mr. HowEe: If they were here I would exercise that power.

Mr. HaAMILTON (Notre-Dame-de-Grace): I would say that it seems to me
that the effect of your suggestion, Mr. Chairman, that it is improper to call
these people before the committee—

The CHAIRMAN: I am not saying it is improper at all. I just say I think
we do not have the power.

Mr. HaMmIiLToN (Notre-Dame-de-Grace): Mr. Carrick’s observation is to

make us into an audit committee rather than truly a committee which is

examining the operations of these particular enterprises, because unless we
can compare this business operation not only with itself—which is the job of
an auditor to ascertain whether the facts are correct or not—and also unless we
have the opportunity to compare it with other operations of a similar nature
it seems to me we are driven back into the position where we are looking at a
lot of figures and trying to ascertain their correctness and nothing else.

Mr. Lancrois (Gaspe): That is the very point we are trying to make.
Where are we going to get the power to question these other lines which have
hothing whatsoever to do with the government or the crown company we are
Investigating? That is exactly the point we are trying to make.

Mr. FurToN: Some question was raised as to whether the motion was
strictly within the terms of reference of the committee and Mr. Carrick said
it was not, because all we had before us was the accounts, estimates and bills
of Trans-Canada Air Lines and Canadian National Railways, etc. I think that
is a misunderstanding because I see in addition to the motion adopted by the
house, when the committee was set up on March 12, the Minister of Trade and
Commerce made this motion which the house adopted that the annual report
of the Trans-Canada Air Lines for 1955, the auditor’s annual report to parlia-
ment of Trans-Canada Air Lines for the year ending December 31, 1955, and
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the budget of Trans-Canada Air Lines be referred to the Sessional Committee
on Railways and Shipping. We had referred to us by the house the report of
Trans-Canada Air Lines and a motion in exactly the same form was made
and confirmed and adopted so that the house referred to us the annual report
of the Canadian National Railways, and that has been the pattern followed
every year since I have been a member of the committee. So the committee
had before it for consideration a report of Trans-Canada Air Lines which was
referred to us by the house and the house having referred it to us we are quite
able to consider it and therefore we called and heard Mr. McGregor as a
witness as we should and surely we are entitled to—when points having an
impact outside Trans-Canada Air Lines itself are referred to in the report
and discussed by the committee in its consideration of the report—to call
other witnesses if the committee should feel it wise or that their comments
would be helpful. We are empowered by the house to call witnesses and we
have called Mr. McGregor, and surely we are entitled to call other witnesses.
If they do not want to come then the way to handle that is to adopt the motion
then and these people could be approached unofficially to see if they wanted
to come and if they indicate that they do not, the committee could decide that
they did not want to hear them, but I think the committee would find that
they would want to and the committee has a power as a committee of parlia-
ment to compel their attendance. I think if we want to hear from them we
are entitled to compel them to attend. I do not think we would need to adopt
any compulsion; I think they would be very glad to come and give us an
opinion to help us consider and understand the Trans-Canada Air Lines report
which is within our terms of reference.

Right hon. Mr. Howe: It is one thing to call them to give their opinion
on the Trans-Canada report, but the motion before the committee goes out-
side that and asks them to comment on the matter of government policy as
to whether there should be competition on the T.C.A. routes.

Mr. FurLton: That could be very easily taken care of by a small amend-
ment adding the two words inter alia, then you could ask them anything you
liked. I personally would be willing to suggest such an amendment if Mr.
Hamilton ' would agree. :

Mr. Carrick: May I ask the Chairman what he read first to the meeting
in outlining the terms of reference?

The CuHamrMAN: I read first the appointment of the committee, that is,
the terms of reference that were made on March 6 when the committee was
set up. To my mind that indicates terms of reference. Subsequently the re-
port was tabled by the Right Hon. Minister of Trade and Commerce (Rt. Hon.
- Mr. Howe) and it was referred to the committee on a motion of the Right Hon.
Minister of Trade and Commerce on March 12 of this year. So I think the
report is properly before us. :

My view is this: that even though the report is before us we are then to
consider the reports, accounts, estimates, bills and so on relating to these
various crown companies.

Mr. Carrick: I was going to put it another way: that we are bound by
the terms of reference originally laid down to examine the accounts, estimates

and bills. Referring to this committee the report which contains the accounts,

estimates and bills could not possibly widen the terms of reference and the
reference to the report is only a document that comes before us because it
contains those things that we should examine.

Mr. LaAncLots (Gadspe): And this report is to be examined within the
terms of reference. ¢

Mr. CARRICK: Certainly.
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Mr. HamiLtoN (York West): 1 submit the opposite is the case. The
evidence taken could be considered as being part of the report.

The CHAIRMAN: Well gentlemen, I think I must make this ruling: I must
say first of all that these terms of reference which have been passed on to
us by the house must be strictly construed. They provide that this committee
is to be appointed and set up to consider the accounts, estimates and bills
relating to the Canadian National Railways, the Canadian National (West
Indies) Steamships and the Trans-Canada Air Lines. I think the report
which we have been considering is properly before this committee and I want
that to be definitely understood so that there will be no confuswn on that
point.

Even though the report is properly before us I feel that the terms of
reference do not provide that we should go beyond the consideration—these
are the words used—the consideration of the report, the accounts, estimates,
bills and so on placed before us relating to Trans-Canada Air Lines. We are
not asked to give any expression of opinion on government policy; we are not
asked to give any opinion on whether competition should take place between
airlines in Canada. I feel that it is not fair competition to ask C. P. Airlines,
Pacific Western or T.C.A. to be balanced off against one another. We have
heard today that certain air routes are allocated to one company, that
certain air routes are allotted to another company and certain other air routes
to yet another company. We have heard that in some instances there are two
airlines competing with each other, though not in each instance, and for
these reasons I feel that the motion submitted by Mr. Hamilton (York West)
and seconded by Mr. Hamilton (Notre-Dame-de-Grace) is not within the
terms of reference and I must declare it out of order.

Mr. HamiLToN (York West): With respect, Mr. Chairman, may I appeal
your ruling?

The CHAIRMAN: Very well. Those in favour of sustaining my ruling say
“yeah” contrary, “nay”.

The CLERK or THE CoMMITTEE: The yeahs number 13, the nays six.
The CHAIRMAN: I declare the Chairman’s ruling sustained.

Mr. HaMILTON (York West): Before passing this last section and in spite
of the result of the last motion I would like to submit at this time Mr. Chairman
that we have dealt, under the heading Property and Equipment, and under
the heading of Development with the types of aircraft in use by the company
and the plans for their replacement and conditions attaching thereto.

In this respect I would like to submit again that in the course of the
€Xamination of Mr. McGregor we referred at considerable length to develop-
Ments in aircraft, to the use of turbo-prop aircraft, the use of jet type aircraft
and their availability, their place of manufacture, the date when they might
be available for service and where they might fit into the over-all com-
betitive picture. Submitting again, as I do, that the examination of Mr.
MCGregor does in fact constitute part of the report of Trans-Canada Air Lines
I would like to move, seconded by the hon. member for Kamloops (Mr. Fulton)
that in connection with its consideration of the portion of the Trans-Canada
Air Lines’ report dealing with the type of aircraft available for future service
Fhe committee should call and question witnesses from the Canadian aircraft
Industry,

Right Hon. Mr. Howe: Your idea is to call the manufacturer and ask
If he thinks T.C.A. should buy his a1rcraft" :

Mr. CrurcHiLL: I think we could ﬁnd plenty of those, sir.
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The CHAIRMAN: There is a motion before us here, a motion by Mr.
Hamilton of York West seconded by Mr. Fulton of Kamloops which reads as
follows:

That in connection with its consideration of that portion of Trans-
Canada Air Lines’ report dealing with the question of the types of
aircraft available for future service, the committee should call and
question witnesses from the Canadian aircraft industry.

The question is on the motion of Mr. Hamilton. I do not know that I am
going to express an opinion on it; I shall leave it to the committee to decide.

Right Hon. Mr. Howe: That is a matter for the internal management of
the company; I think.

The CHAIRMAN: If members of the committee want to consider it I will
be glad to have them consider it and to receive any representations.

Mr. LancLols “(Gaspe) : 1 suggest that if these companies have not been
able to convince T.C.A. that it should buy their machines then I do not see
the point in their trying to convince us.

Mr. Power (Quebec South): I do not consider that we are in a position
to judge it. :

Mr. WEAVER: I think this is a superfluous motion. ‘I am not in a position
to tell T.C.A. it should buy any particular type of aircraft.

Mr. ByrNE: Why do you approve their report then? These are opinions
on the report itself.

Mr. LancrLois (Gaspe): I think the Chairman should first ascertain how
many exp