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HOUSE OF COMMONS

STANDING COMMITTEE

ON

RAILWAYS, CANALS AND
TELEGRAPH LINES

MINUTES OF PROCEEDINGS AND EVIDENCE

BILL No. 88 (Letter D of the Senate);

“AN ACT RESPECTING THE PURCHASE BY CANADIAN PACIFIC
RAILWAY COMPANY OF SHARES OF THE CAPITAL STOCK
OF THE SHAWINIGAN FALLS TERMINAL RAILWAY COMPANY™.

TUESDAY, APRIL 25, 1950

WITNESS

Mr. L. G. Prevost, K.C., Montreal, P.Q.. Solicitor in the Province of Quebeec
for the Canadian Pacific Railway.

OTTAWA
EDMOND CLOUTIER, C.M.G., B.A,, L.Ph.,
PRINTER TO THE KING'S MOST EXCELLENT MAJESTY
CONTROLLER OF STATIONERY
1950
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Clerk of the Committee



Adamson,

- Beaudry,

Bertrand,

~ Black (Cumberland),

Bonnier,

# - Bourget,

Breithaupt,

Cannon,

Carroll,

Carter,
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Clark,

Darroch,

Dewar,
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Ferguson,

Follwell,

Garland, 2
Gauthier (Portneuf),
Gibson,

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

papers and records.

Ordered.—That the name of Mr. Ward be substituted for that of Mr.

ORDERS OF REFERENCE

House or CoMMONS,

Tuespay, 28th February, 1950.

Resolved.—That the following members do compose the Standing Committee
on Railways, Canals and Telegraph Lines:

Messrs.

Gillis,

Goode,

Gourd (Chapleaw),

Green,

Harrison,

Hartt,

Hatfield,

Healy,"

Herridge,

Hodgson,

James,

Jutras,

Lafontaine,

Lennard,

Macdonald (Edmonton
East),

Maybank,

MecCulloch,

MecGregor,

Melvor,

(Quorum 20)

McLure,

Murphy,

Murray (Cartboo),

Nixon,

Noseworthy,

Pouliot,

Richard (St. Maurice-
Lafleche),

Riley,

Robinson,

Rooney,

Ross (Hamilton East),

Shaw,

Stuart (Charlotte),

Thatcher, %

Thomas,

Thomson,

Weaver,

Whiteside,

Whitman,

Wylie—60.

TaUrspAY, 16th March, 1950.

Weaver on the said Committee.

Order.—That the following bills be referred to the said Committee, viz:—
Bill No. 88 (Letter D of the Senate), intituled:
purchase by Canadian Pacific Railways of shares of the capital stock of the

Monbpay, 17th April, 1950.

Shawinigan Falls Terminal Railway Company”.
Bill No. 7, An Act to incorporate Alberta Natural Gas Company.
Bill No. 9, an Act to incorporate Prairie Transmission Lines, Limited.

60813—11
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“An Act respecting the



anu 2lst Apnl 1950 o
Ordered.—That the name of Mr. Smith (Calgary West), beﬁsubstltuted

for that of Mr."Black (Cumberland) ; and
That the name of Mr. Pearkes be substituted for that of Mr. Murphy; and
That the name of Mr. Higgins be substituted for that of Mr. Hatfield; and

That the name of Mr. Harkness be substituted for that of Mr. McLure,
on the said Committee.

5 ~ Monxpay, 24th April, 1950.'
Ordered—That the name o? Mr. Jones be substituted for that'o“f Mr.

‘Thatcher; and
- That the name of Mr. Applewhaite, be substituted for that of Mr. Eudea and

That the name of Mr. Byrne be substituted for that of Mr. Hartt; and
That the name of Mr. Mott be substituted for that of Mr. Healy; and

That the name of Mr. Decore be subetxtuted for that of Mr. Ma,edonaldﬁ {

(Edmonton East); and

That the name of Mr. Prudham be substituted for that of Mr. Whitman,
on the said Committee.

Tuespay, 25th April, 1950.

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

Ordered.—That the said Committee be authorized to print from day to
day 750 copies in English and 300 copies in French of its minutes of proceedings
and evidence, and that Standing Order 64 be suspended in relation thereto.

Attest :
LEON J. RAYMOND,
Clerk of the House.
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MINUTES OF PROCEEDINGS

House' or Commons, Room 277,
Tuesday, April 25, 1950.

The Standing Committee on Railways, Canals and Telegraph Lines met at
eleven o’clock a.m. this day. Mr L. O. Breithaupt, Chairman, presided.

Members present: Messrs. Ad.ain\son, Applewhaite, Bertrand, Bonnier,
Bourget, Breithaupt, Byrne, Carroll, Carter, Decore, Dewar, Douglas, Ferguson,

Herridge, Higgins, Hodgson, Jones, Jutras, Lennard, Maybank, McCulloch,
Melvor, Mott, Murray (Cariboo), Noseworthy, Pearkes, Prudham, Riley,
Rooney, Smith (Calgary West), Thomson, Ward, Whiteside, Wylie.

The Committee discussed procedure and details of organization.

Mr. Murray (Cariboo) moved:

That the Committee recommend to the House that the quorum of the Com-
mittee be reduced from 20 to 12 members. ;

And the question having been put on the said motion it was resolved in the
negative.

On motion of Mr. Gauthier (Portneuf) :

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

On motion of Mr. Riley: :

Resolved,—That the Committee ask permission to print, from day to day,
750 copies in English and 300 copies in French of its minutes of proceedings and
evidence.

The Committee, thereafter, considered the first item on the Orders of the
Day, namely:

Bill No. 88 (Letter D of the Senate) intituled: “An Act respecting the pur-
chase by Canadian Pacific Railway Company of shares of the capital stock of
the Shawinigan Falls Terminal Railway Company”.

In attendance: Mr. Roch Pinard, M.P., sponsor of the said Bill; Mr. Jacques
Fortier, legal adviser of the Department of Transport; Mr. Cuthbert Scott, Par-
liamentary Agent; Mr. L. G. Prevost, K.C., Montreal, P.Q., Solicitor, Province
of Quebec, for the Canadian Pacific Railway Company, also Mr. N. C. Norton,
Law Department, J. H. Reeder, District Engineer and Mr. H. C. Reid, General
Auditor, of the Canadian Pacific Railway Company; Mr. Lionel Coté, K.C,,
Montreal, Counsel in Quebec for the Canadian National Railway Company.

Mr. Pinard, M.P., addressed the Committee and explained the purpose of
the said Bill, and answered various questions of the Committee in respect thereto.

Mr. L. G. Prevost, K.C., was called. The witness was examined and he
retired.
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REPORTS TO THE HOUSE

-

. Tusspay, April 25, 1950.
The Standing Committee on Railways, Canals and Telegraph Lines begs
leave to present the followmg as a
FirsT REPORT

Your Committee recommends:
1. That it be authorized to sit while the House it sitting;

2. That it be authorized to print from day to day 750 copies in English and
300 copies in French of its minutes of proceedings and evidence, and that Stand-
ing Order 64 be suspended in relation thereto.

All of which is respectfully submitted.

L. O BREITHAUPT,

; Chairman.
N.B. The above report was concurred in this day.

Tuespay, April 25, 1950.
The Standing Committee on Rallwa,ys, Canals and Telegraph Lines begs
leave to present the following as a
SEcOND REPORT

Your Committee has considered Bill No. 88 (Letter D of the Senate)
intituled: “An Act respecting the purchase by Canadian Pacific Railway Com-
pany of shares of the capital stock of the Shawinigan Falls Terminal Railway
Company”, and has agreed to report same without amendment.

All of which is respectfully submitted.

L. O. BREITHAUPT,
Chairman.







MINUTES OF EVIDENCE

Housk or COMMONS,
April 25, 1950.

The Standing Committee on Railways, Canals and Telegraph Lines met this
day at 11 am. The Chairman, Mr. L. O. Breithaupt, presided.

The Caamman: Gentlemen, we are.ready to proceed with Bill 88 so I will
ask Mr. Pinard to explain the bill to us.

Mr. R. Pixarp: Mr. Chairman and gentlemen, as sponsor of this bill in
the House of Commons I am pleased to represent the Canadian Pacific Railway
before this committee. I do not think in view of the nature of this bill that
I should go to any great length by way of explanation. The purpose of the bill,
as one can read from the explanatory note, is to give authority to the Canadian
Pacific Railway to purchase the shares of stock of the Shawinigan Falls Termlpal
Railway Company. By a provision of the Railway Act the Canadian Pacific
Railway is not authorized to purchase shares of stock of another railway com-
pany. As I explained to the House on April 14 the purchase is to be made jointly
by the Canadian Pacific Railway and the Canadian National Railways. The
shares have a par value of $300,000; and by an agreement between the officials of
both railways and the Shawinigan Falls Terminal Railway the purchase price
will be $125,000. The price is to be paid in equal proportions by the Canadian
National Railways and the Canadian Pacific Railway, the price being $62,500 for
each company.

Now, the purpose of the bill is also, of course, to allow switching operations
to be done by the Canadian National and the Canadian Pacific railways instead
of being done in the usual form. In other words, the operation used to be carried
out by the Shawinigan Falls Terminal Railway by the use of electrical engines
or locomotives that the company possessed. Those electrical engines are today
in no condition to be used any more, and it was found by all parties interested
that the industries would be better served in the future if these operations could
be carried out by means of diesel engines instead of electrical locomotives.  As
I said before, in order for the Canadian Pacific Railway to be able to carry out
these operations, the purpose of the bill is to allow the Canadian Pacific Railway
to purchase its proportion of the capital stock of the Shawinigan Falls Terminal
Railway.

We have with us today, Mr. Chairman, Mr. L. G. Prevost, K.C., solicitor for
the Canadian Pacific Railway in Quebec, and he is accompanied by other officers
of the railway company. These gentlemen are here to give whatever explanations
might be required by members of the committee. I might also mention, Mr.
Chairman, that we have the solicitor for the Canadian National Railways, Mr.
Lionel Cote, K.C., and he is accompanied by Mr. Jacques Fortier of the Depart-
ment of Transport, and all these people are here to give explanations which
might be required by members of the committee.

Mr. Smita: You forgot to mention the length of the line.

~ Mr. Pivagp: It is only one-third of a mile and the purchase is, of course,
based on the assets of the company, consisting, as it. did before, of four electrical
engines that are practieally out of order today and also these tracks of the length
of one-third of a mile, and also the shops that are adjacent to the lines that are
used for the already mentioned operation of switching the cars from the sidings

onto the tracks of the Canadian Pacific Railway and the Canadian National
Railways.
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Mr. SmitH: I desire to mention only two very brief points. I assume that
the solicitors for the railway company are quite satisfied with this private bill.
I mention that in view of the fact that the explanation begins by saying:

By section 147 of the Railway Act, Chapter 170 of the Revised
Statutes of Canada, the employment by a railway company directly or
indireetly of its funds in the purchase of shares issued by another railway
company is prohibited except as in the said Railway Act or the Special
Act (as defined in the Railway Act) otherwise provided.

1 may say that I am in favour of this bill, but I am trying tb tidy it up
if that be necessary. I was wondering if the solicitors for the company are
satisfied with this private’ bill without an amendment of the prohibition in the
general Railway Act. I take it they are satisfied or they would not be here.

There is another thought that occurs to me—I am not going to move any
amendment—but I wondered if the people who are responsible for the bill would
not care to add, after paragraph 1, the purchase price which has been given
to us by Mr. Pinard. In other words, we are authorizing the use of Canadian
Pacific Railway money; we do not need to do that with the C.N.R. because I
understand under their Act they do not require it—the amount of the purchase
should be herein set out. I only mention that because of eriticism that any
or all of us may receive that we made it possible for a larger payment or
something of that kind, an out of the way payment. I am not moving an
amendment; but I am suggesting to those in charge of the bill that probably
they would like such an amendment to be in the Act itself, indicating a limita-
tion on the purchase price and setting it out clearly in the Act so that nobody
‘could come back at some future day and say that this committee gave the
Canadian Pacific Railway, which some people call an octopus—I do not think
so because I have got a good deal of my living from it in the last thirty years—
but some people might say that we had given this huge concern the opportunity
of paying a large sum and then question as to where the money went and that
sort of thing. However, I am not moving an amendment; I am only suggest-
ing to the sponsors that they might prefer to have the sum put in here which
was stated by Mr. Pinard a moment ago.

Mr. Pinarp: I may say that there is already a firm undertaking that the
price would not exceed $125,000, and, in fact, there has been an agreement
between the parties concerned with the operation that the amount would be an
equal payment of $62,500 from each company. I do not appreciate the sugges-
tion made by Mr. Smith, but I do think it might add to the bill something
which is not possibly indispensable the amount of the purchase being mentioned
in the bill would not possibly change anything in the principle that the Cana-
dian Pacific Railway is simply asking power which it does not possess under
the Railway Act. I appreciate the suggestion made by Mr. Smith to the effect
that an amendment could possibly be suggested to the Railway Aet which would
have the result of having this prohibition repealed because now in view of the
fact of the existence of the Board of Transport Commissioners I see no neces-
sity today for this prohibition remaining in the Railway Act. I would think
it would be a good move if parliament would on the next occasion see to it
that an amendment is made to the Railway Act whereby this prohibition would
be removed.

Mr. Goope: When the sponsor mentioned a third of a mile I expected
some type of shuttle railway. I do not know what the Shawinigan Falls Ter-
minal Railway is. Would you mind explaining to a man from the west who
knows nothing about the matter, what the purpose of this railway is and who
owns it?
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The CuamMan: Is it your wish that Mr. Prevost should come forward
and be heard? -

Mr. PiNarp: Yes.

Mr. L. G. Prevost, K.C. (Solicitor for the Canadian Pacific Railway,
Quebec Provinee) called. ‘

The Wrrness: Mr. Chairman, for the benefit of the western members I
say that Shawinigan Falls is one of our principal industrial towns in the prov-
ince of Quebec. The town was founded some seventy-five years ago and the
progress of the town was no doubt due to the development of the falls at
Shawinigan, with the result that industries have been established in that
town ever since the development of the falls around 1890.

The first railway built into Shawinigan Falls was the Great Northern
Railway Company. That would be around 1895. From that time on until,
say, 1902, the Great Northern Railway Company was performing its own
switching services in Shawinigan Falls. There were only a few industries there
at that time but they have grown quite quickly; and in 1902 the Shawinigan
Water and Power Company saw that it had the opportunity to use its
- surplus electrical energy and suggested that it might operate an electric rail-
way to perform all of the switching operations ‘within the limits of the town
of Shawinigan Falls. There was in 1902 an application made to the province of
Quebee for the incorporation of the Shawinigan Falls Terminal Railway Com-
pany. They got their charter and they were allowed to operate the railway
by means of electricity and other power, and immediately the Terminal Com-
pany entered into an agreement with the Great Northern Railway Company
to perform all their switching operations in the town of Shawinigan Falls.

In 1905 or 1906 the St. Maurice Valley Railway Company was incorpor-
ated—around that date—at the suggestion of the Canadian Pacific Railway
Company to operate a railway from Trois Rivieres northwards to Shawinigan
Falls and then to Grand’ Mere, roughly a distanee of forty miles. The railway
was built and soon after completion of the railway an agreement was made
betweenr the Terminal Company and the St. Maurice Valley Railway Company
for the performing of all switching operations by that railway. So that the
situation stood as follows after the agreement: the Terminal Company had-an
agreement with the Great Northern for the performance of their own switching
and then they had an agreement also with the St. Maurice Valley Railway
Company, a subsidiary of the Canadian Pacific Railway, to perform their
switching operations.

It was found economical that the company should make an agreement
with both companies so they could perform all the switching operations in
order to save time and trouble and expense. The committee will understand
that it is much easier for a terminal company to perform all the switching
operations within the limits of the municipality such as is being done in New
York, Chicago and I believe in Detroit, where they have terminal railway
companies which perform all the services.

The result is that you do not have two engines working at the same on
the same track—

Mr. Smrra: That is always inconvenient.

The WrrNess: —which is always an inconvenience. So that ever since
the situation has existed in Shawinigan Falls—and I may say that the service
was practically performed at cost by the Terminal Railway Company for the
two railway companies—the Shawinigan Water and Powgr Company just
drew a small management fee, a very nominal dividend, and all the cost of the
switchings was divided equally between the railways on a cost basis.
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Around 1940, I believe it was, for the first time Shawinigan Water and
Power Company suggested that the railways should take over this Terminal
Company because they had other activities which engaged most of their time
and attention and they would have been glad to hand over the whole railway
to the two companies.

Well, during the war, and for other reasons, the negotiations were pro-
tracted until we finally reached an agreement in the course of the last year.
Under this agreement the Canadian National and the Canadian Pacific agreed
with the Shawinigan Water and Power Company to purchase the stock of the
Terminal Railway Company of 3,000 shares at a total cost of $125,000, and the
purchase price is to be divided equally between the two railway companies,
and there will not be any change in the situation in as far as the switching
services are concerned: the railway companies will continue to hand over their
cars to the Terminal Company and the same charge will probably be made
except that there might be a small economy to the industries concerned.

Now, at the present time there are four electrical locomotives which are
performing this service. One of those locomotives is about forty years old.
I think it can haul about four or five cars. The other locomotive is a little
bit more recent but it is also of ancient vintage. Two other locomotives have
been bought in the last twenty years second-hand and they are getting old also.
The fact is that all of these locomotives will have to be serapped, and from
now on, after the purchase is completed and is authorized by parliament, we
will have two diesel locomotives which will be very powerful and which will
replace with great advantage to the railways and the industries and all
concerned those four old locomotives.

Now, this is precisely the reason why our two railways are taking over
the Terminal Company. Those two diesel locomotives will cost over $200,000—
I will say $230,000 for the two of them. The Shawinigan Water and Power
Company is not prepared to advance that money to a terminal company. They
have been desirous of getting out of the railway business and they would like
us to take it over, and it will be in their interest and in our interest and in the
interest of industry and in the interest of all concerned if we do so.

Now, Mr. Chairman, T shall be pleased to answer any questions that might
be asked by members of the committee. 3

Mr. CarrorLL: This railroad was a subsidiary of the Shawinigan Falls
Power Company, was it?

The Wirness: The Shawinigan Water and Power Company.

Mr. Carronn: And did the Shawinigan Water and Power Company own
shares in this?

The Witness: 3,000 odd shares, the entire issue of stock.

Mr. CarroLL: And as a result of this bill, if it becomes law, the Canadian
Pacific Railway will own this company outright, will it?

The Wirness: No, sir, only one-half, 1,500 shares, and the Canadian
National will own 1,500 shares.

Mr. Carrorn: That does not appear in the bill?

The Wrrness: No, it does not.

Mr. CarroLL: The two companies will own this railway between them?

Mr. Hopogson: What is the value of the shares?

The Wirness: The par value will be $300,000. The two railways are
acquiring those 3,000 shares for a total sum of $125,000 and the cost would
approximately be $42 per share.

Mr. HobsoX : And you are getting a third of a mile of railway?

The WrrNness: Yes.
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Mr. Hobeson: And you get three defunct engines for $125,000?
~ The Wrrness: I was going to give—
Mr. SmirH: You are also getting the franchise to operatc‘?

The Wirness: Yes, that is right, and we are estimating that the tour loco-
motives—I said that two of them would be scrapped—those locomotives at
present depreciated value are worth $80,772 in the estimation of the engineers
of the Canadian Pacific and the Canadian National railways and the Shawinigan
company. That is their present depreciated value.

Mr. Goope: What are the total assets of this railway not counting the two
locomotives? What do you consider the book assets of the railway as it stands?

The WitxEess: 1 was mentioning the two locomotives at $80,772. Now, there
are the tracks and the shops and of course the work done on the right of way
is estimated at $340,000, which gives a total value of $420,772. Now, there are
bills payable. It is not possible for me to give the exact amount outstandmg
at the present time, but about a year ago it was roughly $60,000 of bills payable
that will have to be taken care of; and in addition to that there will be an
expenditure of $320,000 for the purchase of two diesel engines. We are getting
$420,000 worth of property for $125,000.

Mr. LeNNarp: Plus $60,000 of outstanding debts.
The Wrrness: That is right.
Mr. Len~arp: That is a little more.

The Wirness: Yes, that is a little more; but we figure we are all making a
good deal; we are getting for $125,000 our full value.

Mr. Lennarp: That is all right so long as we have everything. These new
diesel engines will be purchased afterwards?

The Wirness: Yes.

Mr. Rooney: What is the reason for the Canadian National Railways
acquiring this? Of what benefit is it to them? Why should they go into more
expense at the time when we are trying to have the Canadian National Railways
find their own level?

The Wrrness: Well, sir, it is estimated there will be some saving which will
be to the interest of the Canadian National as well as the Canadian Pacific—a
saving in cost of operation. You must realize, sir, that a diesel motor can handle
twenty or twenty-five cars in a batch, loaded cars, as compared with five or six
cars that an electric engine can haul at the present time. You can realize, sir,
the amount of time that you are saving by using diesel power.

Mr. Rooxey: You think it would be an advantage to the Canadian National
Railways?

The Wirness: Yes, it will be an advantage to them. They will be saving
expenditures. They will have the benefit of the savings because they will control
one-half of the capital stock.

Mr. Hiceins: Has the C.P.R. any interest in the Shawinigan Water and
Power Company?

The Wirness: None at all, sir.

Mr. Hicains: None of any kind.

Mr. Fercuson: Apart from the $60,000 and the $125,000 for the stock, are
there any other items that will have to be assumed or be paid when the stock
1s taken over by these two companies?

The Wrrness: I do not think so, sir.
Mr. Fercuson: Are you positive about it?
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The Wirngss: Well, sir, according to my instructions—and naturally I have
to speak according to the information which has been placed in my hands—I can
make a definite statement that there will be nothing else.

Mr. Ferguson: I want to see what both companies are going to pay. There
is $60,000 and $125,000. Assuming those debts, those are, I believe, paid before
they actually assume control?

The Wirness: Right, sir.

Mr. Murray: Might I ask if this is a plan which the two companies intend
to expand? Are we setting a precedent here? :

The Wirness: I do not think so. I have not heard a suggestion that other
terminals should be jointly operated. This is the only one that we are consider-
ing at the present time in Canada as a joint switching terminal and, as I say,
this has been a joint switching terminal for forty-five years.

Mr. Murray: I might point out that at Vancouver the same situation exists
—a great duplicating of effort along the water-front—and in the terminal there
are the Canadian National and the Canadian Pacific and now the Pacific Great
Eastern is coming into the picture. Could that not be applied to Vancouver and
save a great deal of overhead? :

The Wrrness: As solicitor for the provinece of Quebee I must admit that I
am not competent to answer your question, because I have been in Vancouver
only three or four times.

Mr. Mugrray: I understood that you represented the Canadian Pacifie
Railway.

The Wirness: Yes, in Quebec.

Mr. Murray: They are an important factor in British Columbia.

The Wirness: I am sure of that.

Mr. Hobesox: Would you object to having the amount incorporated in
the bill?

The Wrirness: My difficulty is that this bill in its present form has been
approved by the officials of the Canadian National Railways, the Shawinigan
Water and Power Company and the Canadian Pacific and the Terminal Com-
pany, and I could not take upon myself to consent to that. If it is the desire
of the committee T am entirely in the hands of the committee, but T believe
that no useful purpose would be served by doing so unless there is some special
reason.

Mr. Hobeson: T am wondering if we are setting a precedent, and more than
that T would like to see these amounts marked in the bill.

Mr. Pivagp: In view of the fact the statement has been made that we are
oiving the assurance that there is an undertaking that the amount of the pur-
chase is limited to that amount I would believe that it would not serve any
practical purpose to include that in the bill. Of course, I am again in the hands
of the committee. If the committee feels that the purchase price should be
mentioned that is all right, but I do not think that in view of the assurance that
has been given that the price is limited to the amount of $125,000 to be divided
equally between the two companies—I think that should be sufficient.

Mr. Hopeson: That is only a verbal arrangement. I do not see anything
on paper to that effect.

Mr. Pixarp: I think the agreement in writing will, of course, follow. When
the bill is passed and we have the power to acquire the shares of course agree-
ments will be signed accordingly. There are the resolutions of the boards of
directors of both companies authorizing the purchase at that price. That is why
I say that there is an undertaking that the amount is limited to the price already
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mentioned. There are resolutions of both the boards of directors of the Shawini-
gan Terminal Company and the Canadian Pacific Railway and the Canadian
National Railways. As far as the Canadian National Railways are concerned
this is done, I hear, by order in council, because by virtue of the Canadian
National Railways Act this company has the power to acquire stock of another
railway company and this is generally done by an order in council.

Mr. SmitH: The Canadian National Railways was formed on that principle.

Mr. Pinarp: That is right.

Mr. Hiceins: I wonder what would happen to this company if the C.N.R.
and the C.P.R. did not take it over? Would it continue to operate or not?

The WirNess: It would operate for some time in its present unsatisfactory
condition.” They would keep on repairing these locomotives with their natural
attendant delay and inconvenience to the industries and there would be a loss
for industry and the railway.

Mr. Smita: You mention the Great Northern Railway; are they in there?

The WirNess: It is now part of the Canadian National Railways.

Mr. RooNey: There is this $125,000 which the Canadian Pacific and the
Canadian National pay, but you are limiting that to the purchase of stock, and
you do not know how much more liabilities we are assuming. There is $60,000.
We are not limited to that; we are only tied to the amount of the purchase of
the stock.

The Wirness: As I said before, our only commitments at the present time,
our only agreement with the Canadian National Railways, is to take care of
these outstanding bills and, of course, they are being checked at the present time.
I must say that we have reached a definite agreement subject to the approval
of parliament, and we are following the operations of that railway closely, so
I know at the present time that there is no more than $60,000 to take care of,
and we know we will have to make advances of $230,000 to purchase these two
diesel engines. There will be some salvage. Of the four locomotives two of them
will be scrapped and naturally they will bring very little, but the other two
engines can be disposed of. In addition to this trackage of one-third of a mile
I should say there is also a trackage on the main siding of a quarter of a mile,
and in addition there is what we call catenary: that is the overhead wires which
serve the operation of the electric railway at the present time. This will be
disearded and disposed of so there will be some salvage from the catenary and
also from these two locomotives. How it will balance it is hard to say at the
present time—how much we will be able to get in the market for these things
which will be discarded—but I should say at the present time there are over
sixty sidings which are being switched by the terminal company at Shawinigan.
There is considerable switching operation.

Mr. HobGsox: Do you think that this will be a paying proposition?

The Wirness: Well, sir, the idea is to make savings. I do not believe you
c(.)uld express it as a paying operation, but we will be saving money. No large
dividends are expected from these operations because the switching is going to
be performed at cost. That is to say, at the end of the year we know how much
the switching is costing, and the two railways divide the cost between them.

Mr. Harrison: What has been the experience of the Terminal Company at
Shawinigan in respect to profits? Have they had profits?

The Wirness: By agreement with the railways, sir, the Shawinigan Water
and Power Company which held all the 3,000 shares received a dividend of $300
a year and a management fee of $8,000. That is to say, they had to look after a
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lat of maintenance and they had to do a lot of work for their Terminal Company
which only had a small staff. The entire cost was divided between the two rail-
ways. All they got was this fee for those services and $300 per year dividend.

Mr. HarrisoN: They are purchasing 1,500 shares. Have the other 1,500
shares been issued?

The WitNgess: They are all issued.
¢ M;' Harrison: Will the Shawinigan Water and Power Company obtain 1,500
shares? ‘

The Wirness: No, sir, the 3,000 shares are going to be divided equally
between the Canadian National and the Canadian Pacific railways.

Mr. Joxes: Could we get information as to who owns the main artery to the
Terminal Company, leading to and from the Terminal Company?

‘The Wirness: Each company has its own main line into Shawinigan con-
necting. with the Shawinigan terminal tracks.

Mr. Hicains: I take it there are no other prospective purchases?

The WirNEss: I do not think so.

I‘\?/Ir. Hiceins: This is not the market price, this is merely the price agreed
upon?

The Wirness: Yes.

Mr. Warp: Mr. Chairman, being a layman perhaps I should fear to tread
in the realm of railroads. It seems to me we have discussed this matter at some
length. There is an anomaly that occurred to me and it is that one-third of a mile
of railway and whatever the conditions may be in the way of shops—for a little
bit of railway like that to have a capitalization value of $460,000 seems a lot of
money, but I think we can safely leave it to the railway companies themselves
to determine whether it is a good value. Our experience with the Canadian
Pacific and also with the Canadian National is that they are pretty shrewd people
in administering railway lines. I do not want to be impudent, but it does seem
to me that quite a lot of discussion has taken place. Surely we can come to a
finality of decision as to whether we are going to pass this charter or not. This
does seem to me to be a lot of money, the sums of $125,000 and $460,000. The
value may be there. If the railway companies think it is, all right. I think the
committee should pass it and get along with other business.

Mr. Apamson: A third of a mile of track is written into the books at $340,000.
It seems to me, Mr. Chairman, that $340,000 is a very expensive third of a mile
of track. At that rate a mile of track would cost well over $1,000,000. Could
we have a statement as to how that figure was arrived at?

The Wrirness: Sir, I thought I had explained that to the committee, but
maybe my voice did not go that far.

Mr. Smita: Perhaps the member had not carried himself this far.

The Wrrness: To sum it all up, I said we are acquiring one-third of a mile
of main track, one-quarter—practically one-half of a mile, I want to correct
myself, of main line siding—I have got the exact figure here which has been
handed over to me by one of our engineers. The exact mileage of main line
is 0-4. The side tracks are more than I thought. They have included all the
trackage that is owned by the subsidiary, trackage owned by the Terminal
Company. It is two miles. That includes a long main siding and other tracks.

Mr. Hobesox: As I understand it, the sidings into the different industrial
companies are owned by themselves?

The Wrirness: Right.

Mr. Hobcsox: Now, is the steel owned by the eompany or the railway
company ?
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The WirNess: In most cases we own the steel and the rest is owned by the
industries.

Mr. Hopeson: That is the general rule?

The WirNess: That is right, sir. Now, there are six miles of electrification,
and the Terminal Company owns, as I said before, the catenary, the overhead
wires which are used to operate the railway—six miles of which 3-6 miles are on
the C.N.R. and on the C.P.R. That is for the trackage in the catenary wires.
In addition to that we are acquiring shops—they are small shops, if you like—
but we have estimated these shops—

Mr. Apamson: This is the first time you have mentioned the shops.

The Wirness: I did mention the shops before.

Mr. J. H. Repper (District Engineer, C.P.R.): The total buildings were
shown at depreciated value of $85,789.

Mr. Smrra: Mr, Chairman, I am very much in favour of the bill, but this
point that is bothering some of us could be handled so easily by simply adding
to the end of clause 1: for a sum not to exceed $125,000—make it $130,000—
because I do not want, as I say, to be told at some, future time that we members
of the House of Commons were dumb enough to give a blank cheque. Now, I will
not move an amendment, but I am suggesting it seriously to the two railway
companies who have assured us that the sum is $125,000. Now, if they mean
what they say, and I agree that they do—do not misunderstand me, I am
not doubting anybody’s word—why won'’t they add those few words at the end
of clause 1 of their own volition and not have us vote on it? If they do that I
think all our difficulties would be solved and certainly I would vote in favour
of reporting the bill. I will do so anyway, but I am putting out this suggestion.

The Wirness: I have no instructions on that matter. That is my difficulty; I
am entirely in the hands of the committee.

Mr. Smita: Could you get them on the telephone in a few minutes?

The Wirness: Mr. Smith, I cannot consent, and I do not believe Mr. Cote
of the Canadian National Railways has any instructions.

Mzr. Core: No.

Mr. Hobeson: Why not leave this for the next sitting and probably you will
have some instructions then?

The CHAIRMAN: As a matter of fact, gentlemen, I do not think it is a matter
of great importance. We are asked only to pass on allowing the C.P.R. to enter
into this deal. While I have allowed a good deal of discussion as to price, I do
not think it concerns the committee at all. i

Mr. AppLEwHAITE: I was taken with the opening remarks, and I would
like to ask if the following words should not have been in the bill as the opening
words of section 1: notwithstanding anything contained in the Railway Act. I
do not set myself up as an expert, but I understand that when a special Act is
passed affecting or altering the provisions of a general Aect, it is the usual practice
that that should be in. Perhaps the company will tell us why it is not.

The Wrrness: Sir, I may say that the idea was to make the bill as short
and to the point as possible. I do not see any objection to the words being
inserted in the bill, as T understand it has been done before. Whether it. is neces-
sary or not I do not know. The bill has been passed upon by the law officers
of the Senate and of the House of Commons and studied by the Department of
Transport, and they have all agreed that this was the proper wording under
the circumstances. So I would not like to say anything which might reflect upon
the opinion of those law officers. Personally I think the bill is satisfactory and

this will confer upon us sufficient power to reach the purposes we have in mind.
60813—2
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Mr. SmITH: As a solicitor, you think there is something in what Mr. Apple-
whaite said? .

Mr. Hiceins: Would the witness say what the annual operation deficit is
likely to be?

The WirNess: There would be no operating deficit. The railways are going
to share the expense of operating.

Mr. Hiceins: I assume it will be broken down in some way; you are not
going to make a profit on it, you know.

The Wirness: No, we are not going to make a profit on it in the operation
because you appreciate, sir, that there is no charge made to the industries for the
switching of their cars. We expect to save a little money.

The CuarmAN: Gentlemen, we have had a pretty good discussion and Mr.
Prevost has been very fine about answering our questions, and if there are
no other questions at this time would you be ready to consider the bill?

Shall the preamble carry?

Carried.

Shall clause 1 carry?

" Carried.

Shall the title carry?
Carried. . ;

Shall I report the bill?

Carried.

Mr. Carrorn: Mr. Chairman, I have had a good deal to do with this com-
mittee in the past and I always thought that the committee was entirely too
large. It was large in the old days because it took up most of the time of
the members of the House of Commons in connection with railway matters.
There was a continuous fight between the old Canadian Northern and the C.P.R.
and the C.N.R. and so on and so forth. Now, as a matter, I did not vote on the
motion that was made earlier to reduce the quorum. I did not put up my hand
on either case on this question of reducing the quorum, but I would like to give
notice of a motion to be introduced at the next meeting of this committee to
the effect that the quorum of this committee be reduced from twenty to twelve.

Mr. Hobeson: You are out of order. That vote has already been taken.

The CramrMAN: I understand that is your privilege. The matter can be con-
sidered at the next meeting.

—The committee adjourned.
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MINUTES OF PROCEEDINGS

WepNEsDAY, April 26, 1950

. The Standing Committee on Railways, Canals and Telegraph Lines met at
11 o’clock. The Chairman, Mr. Breithaupt, presided.

Members present: Messrs. Adamson, Applewhaite, Bonnier, Breithaupt,
Byrne, Cannon, Carroll, Carter, Darroch, Decore, Dewar, Ferguson, Gauthier
(Portneuf), Goode, Gourd (Chapleau), Green, Harkness, Harrison, Herridge,
Higgins, Hodgson, James, Jones, Jutras, Lafontaine, Lennard, Maybank,
MecCulloch, MeGregor, Meclvor, Mott, Murray (Cartboo), Nixon, Noseworthy,
Pearkes, Pouliot, Riley, Rooney, Smith (Calgary West), Stuart (Charlotte),
Thomson, Ward, Whiteside, Wylie.

In attendance: Mr. John J. Connolly, K.C., Parliamentary Agent for the
Petitioners, and Mr. A. F. Dixon, President, Alberta Natural Gas Company.

The Committee considered Bill No. 7, An Act to incorporate Alberta Natural
Gas Company.

Mr. John J. Connolly, K.C., appeared on behalf of the petitioners. He read
a submission to the Committee upon which he was questioned at length.

At 1.00 o'clock p.m., on motion of Mr. Maybank, the Committee adjourned
to sit again at 4.00 p.m.

AFTERNOON SITTING

The Committee resumed at 4.00 p.m. The Chairman, Mr. Breithaupt,
presided.

Members present: Messrs. Adamson, Applewhaite, Bonnier, Bourget,
Breithaupt, Byrne, Carroll, Carter, Darroch, Decore, Dewar, Ferguson, Garland,
Gauthier (Portneuf), Goode, Gourd (Chapleau), Green, Harkness, Harrison,
Herridge, Higgins, Hodgson, James, Jones, Jutras, Lafontaine, Lennard,
Maybank, McCulloch, McGregor, Mclvor, Mott, Murray (Cariboo), Nixon,
Noseworthy, Pearkes, Prudham, Richard (St. Maurice-Lafleche), Riley,
Robinson, Rooney, Smith (Calgary West), Stuart (Charlotte), Thomson, Ward,
Whiteside, Wylie.

In attendance: The same as indicated for the morning session.

_ The Committee resumed the adjourned study of Bill No. 7, An Act to
incorporate Alberta Natural Gas Company.

Mr. John J. Connoélly, K.C., was recalled. A short while after the witness
was on the stand Mr, Murray (Cariboo) moved:

That Mr. Connolly’s examination be suspended and that Mr. A. F. Dixon
be called immediately.

After some discussion and the question having been put on the said motion
of Mr. Murray, it was resolved in the affirmative on the following recorded vote:
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el Yeas Applewhaxte Bonnier, Byrne, Carroll Carter, Dax’roch, Decore,
~ Dewar, Garland, Gauthier, (Portneuf), Gourd, (Chapleau), Harrison, James,
7 Jutras, Iafontame, McCulloch Melvor, Mott, Murray (Cariboo), Nixon, Prud-

- ham, Richard (St. Mamme-Laﬂeche) 3 Rlley, Rooney, Stuart (Charlotte),
Thomson, Ward, Whiteside.—28. i

n A Nays: Adamson, Ferguson, Goode, Green, Harkness, Herridge, Higgins,
e Hodgson, Johes, Lennard MecGregor, Noseworthy, Pearkes Smith (Calgary

 West) —14.

- Mr. A. F. Dixon, President, Alberta Natural Gas Company was called. The
witness was exammed at length

A, At 6.00 o’clock p.m., on motion of Mr. Mott, the Committee adjourned to {
M meet on Wednesday, April 28, at 11.00 o’clock a.m. ;

% ' ANTOINE CHASSE,
Clerk of the Committee.




MINUTES OF EVIDENCE

House or CoMMONS,
April 26, 1950.

The Standing Committee on Railways, Canals and Telegraph Lines met
this day at 11.00 a.m. The Chairman, Mr. L. O. Breithaupt, presided.

The CuAlRMAN: Gentlemen, will you kindly come to order? We have a
quorum, and for the benefit of those who get to these meetings on time, I
think we should start as nearly to the time indicated as possible, so we will

~proceed now with the consideration of bill No. 7, an Act to incorporate

Alberta Natural Gas Company.

Mr. LENNARD: Are there copies of the bill available?

The CuamrMmAN: Yes. I thought the copies had been distributed. I am -
sorry there has been a delay in receiving the bill. I suppose we had better
wait until each member has a copy, although I guess we are all pretty
familiar with the bill. What is your wish?' Shall we proceed?

Mr. MayBank: Mr. Chairman, I am sponsoring the bill. I am just going
to direct your attention to Mr. Connolly, the agent for the applicants. He
and the applicants, or representatives of them, are going to give general
evidence in support of their application. It may be that we do not need
to have copies of the bills for that purpose.

The Cuamrman: We have copies of the bills now.

As sponsor of the bill, Mr. Maybank, do you wish to say anything

~ further?

Mr. MaysBank: No, there is nothing to say excepting this, that Mr.
Connolly is parliamentary agent for the applicants and he is present with a
couple of witnesses. If you would call on him to give the committee such
information as the committee wants, I think that is all that I need to do.

The CramrMAN: I think that is quite in order. We will therefore call on
Mr. Connolly to come forward and give an explanation and an outline of
the general principles of the bill.

Mr. John J. Connolly, K.C., Counsel for the Petitioner, called:

The Wirness: Mr. Chairman and gentlemen, on behalf of the applicant
for the incorporation of this company, I am instructed to make a statement,
a general statement on their behalf in opening. Now, Mr. Chairman, I have
that statement in mimeographed form and I thought it might be convenient
for the members of the committee if all of them had a copy of it, and if I
read it after it has been distributed. If that is satisfactory, I shall be very
glad to make these copies available.

The CuaamMAN: I think that would be a very good procedure, and I
suggest that that be done.

Mr. Maysank: Mr. Chairman, I happen to know that Mr. Connolly was
evidently on the wrong side of the street and he had his leg injured the night
before last. It might be that the right thing to do is to suggest to him to sit
down while he is talking. And I might admonish him to keep on the right
side of the street.
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The Wirness: You are very kind. I think I would prefer to stand. My
injury is not as bad as that. Perhaps I would like to have a better witness
than my friend here when the time comes to decide who is responsible for
the accident.

Mr. Maysank: In this committee we can get a lot of witnesses for you.

The Wirness: Maybe I need a good lawyer.

Mr. Smira: Witnesses are more important.

Mr. Maysa~Nk: I think so, Mr. Smith.

The CuamrMAN: Gentlemen, if you all have copies I w11] ask Mr.
Connolly to proceed.

The WiTNESS:

Re: ALBERTA NATURAL GAS COMPANY

Introduction

This memorandum is submitted on behalf of the petitioners for the
incorporation of Alberta Natural Gas Company.

The petition for incorporation was submitted pursuant to the require-
ments of The Pipe Lines Act, a public statute passed in April, 1949, by
the parliament of Canada for the purpose of establishing control over
and regulation of the construction and operation of inter-provincial and
international pipe lines designed to transport oil or gas.

The provisions of the proposed bill are identical with those of similar
bills already passed by parliament and are in accordance with standard
form approved by the law officers of the Crown.

The granting of this charter will establish the necessary status to
enable the applicants to apply to the Board of Transport Commissioners
for a license authorizing the construction of a pipe line. The Board of
Transport. Commissioners has wide authority and responsibility under
“The Pipe Lines Act” to scrutinize carefully and in detail all applications
for a licence and the passing of this bill does not in any way determine
whether a licence to construct will or will not be granted,

The Project

It is proposed to gather natural gas throughout the province of ;
Alberta and, after supplying the actual consumers of that province who
can be reached economically and allowing for the potential requirements {
of those areas, to transport such surplus gas as may then remain available .
to the Pacific coast to serve first the maximum number of consumers in
British Columbia who can be reached economically and, secondly, with 1
such gas as remains available to serve consumers in the United States
Pacific northwest. It is necessary to include the United States market
because the limited market available in Canada wquld not in itself
support the cost of a pipe line from any of the known Canadian natural |
gas fields to Vancouver. A |

The plan is to transport natural gas from the province of Alberta
by use of a 24-inch outside diameter main line operating at a working !
pressure of 750 pounds per square inch gauge. It is estimated that the ,
total annual sales of gas will be approximately 75,000,000,000 cubic feet,
being a daily average of approximately 205,000,000 cubic feet.

The proposed company will be closely associated with Alberta Natural -
Gas Grid Limited, an Alberta company, incorporated for the purpose of
operating a natural gas gathering and wholesaling grid system in that |
province. ‘v
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It is the considered opinion of the petitioners that a comprehensive
grid pipe line system should be constructed in Alberta to provide at all
times for the present and future needs of the province. The purpose of
such a grid system would be to connect important gas pools in the province
which are not now connected and to add such new pools as may be
developed from time to time. This will provide a flexible distribution
system to serve the maximum possible number of consumers in the prov-
ince of Alberta and to provide a source of supply of gas for export, east

or west, based on the over-all production of the province.

Individuals Associated with the Project

This project was initiated by the firm of Brokaw, Dixon & McKee
of Houston, Texas and New York, engineers and geologists, following
several years intensive study of the natural gas potentialities of Alberta
‘and various studies of prospective markets where surplus gas might be
utilized. This firm was a pioneer in the development of the long distance
natural gas transmission industry in the United States. It was associated
with the establishment of such major gas pipe line systems as United

. Gas Pipe Line Company, Panhandle Eastern Pipe Line Company, Ten-
nessee Gas Transmission Company and El Paso Natural Gas Company,
four of the largest pipe line systems in the world.

In addition to the firm’s own research, the assistance of outstanding
geologists and engineers has been enlisted in the development of this
project. These include S. E. Slipper and T. A. Link, both of Calgary, and
W. E. Spooner of Shreveport, Louisiana. The engineering firm of Swinerton
& Walberg of San Francisco, California, together with their associates,
Haddock-Engineers, Limited, and Pacific Pipeline & Engineers, Limited,
have assisted in the survey of routes and costs over a two year period.
No more competent or more experienced technical assistance than has
been provided could be obtained anywhere.

A strong group of responsible banking firms in Canada and the United
States, headed by Morgan Stanley & Company of New York City, are
prepared to arrange for financing in an amount sufficient to pay for the
construction of the entire pipe line system. Canadian investment bank-
ers who have agreed to be associated with the financing are: A. E. Ames
& Company, Limited; James Richardson & Sons; Tanner & Company;
and Greenshields & Company.

And I may say I have letters from these various firms indicating that
consent.

Various Canadian firms have agreed to act in different capacities.
They include the Royal Trust Company and Lloyd’s Register of Shipping,
Montreal. Dominion Bridge Company, Limited has agreed to fabricate
the large diameter pipe, using plate supplied by Canadian mills. It is
expected that the smaller diameter pipe will be supplied by Page-Hersey
Tube Company, Welland, Ontario.

All preliminary expenses, prior to the time that construction is
finally authorized, are being met by the group seeking the incorporation,
who have, in addition to services rendered by themselves, expended up to
the present upwards of $350,000.00 for engineering, geological and market
surveys and other incidental expenses. No securities have been or will
be sold to the general public until such time as construction is finally
authorized.
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Cost of Project

It is estimated that the whole project will necessitate the construc-
tion of approximately 1,700 miles of pipe line and will cost from $100
million to $125 million.

Of this amount, it is estimated that the grid system, to be constructed
wholly in Alberta, will cost in excess of $25 million and will necessitate
construction of upwards of 650 miles of pipe line.

It is estimated that the company’s main transport line will extend
approximately 1,000 miles from Alberta to the Pacific coast and will cost,
depending upon the route approved by the Board of Transport Commis-
sioners, between $65 million and $85 million.

Routes
Haddock-Engineers, Limited and Pacific Pipeline & Engineers,
Limited engaged as independent engineers for the project, have reported:
After two summers of field reconnaissance and aerial surveys
on all practical routes between Alberta and the Pacific coast, five
routes have finally been considered.

Of the five routes surveyed, one runs through Canadian territory in
its entirety from Alberta until it reaches Vancouver.

Three of the routes run back and forth across the international
boundary to avoid difficult terrain.

The fifth possible route for considerable part of its course runs
through the United States.

Mr. Dixon is available to supply information on these routes, their
costs and other data relevant thereto.

Matters touching engineering, terrain, cost of construction and main-
tenance of the line, the possibility of maintaining a continuous supply to
consumers, markets, the price of gas to industrial, commereial and house-
hold users, are all matters which the Board of Transport Commissioners
must consider before any order is made approving a route. The evidence
to be adduced will be very voluminous and will receive careful and
thorough consideration at the hands of the Board of Transport Com-
missioners.

The applicants for incorporation are prepared, if authorized by the
Board of Transport Commissioners, to build the first described route,
which runs through Canada in its entirety to Vancouver. They are also
prepared to build along any route which, after full consideration of all
the facts, may be deemed to be in the best interest of Canada as declared
by the Board.

Natural Gas Supply
Contracts for natural gas have been entered into with the following:
Shell Oil Company of Canada, Limited
California Standard Natural Gas Company
(an Alberta corporation)

A contract is under negotiation with Gulf Oil Company of Canada,
Limited for additional gas. Gas will be taken from other producers to
the extent that the Alberta Conservation Board may determine.

The proven natural gas reserves of these suppliers are more than
sufficient to meet the entire natural gas requirements of the applicant.
The only gas that will be transported out of Canada will be that which
is surplus to the need of Canadians.
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Markets

By working through a grid system for gathering gas throughout
Alberta, the proposed pipe line will insure at all times adequate supplies
to existing consumers in Alberta and will make natural gas available
to a substantial number of Albertans not now being served. The pro-
posed system will also supply gas to Trail, Kimberley, Cranbrook and
other accessible Southern British Columbia communities as well as
Vancouver, New Westminster and adjacent municipalities and Chilli-
wack and other communities of the Fraser Valley. At Trail and Kim-
berley the line will serve the important plants of Consolidated Mining
and Smelting Company of Canada, Limited, as well as other users. Thus,
the proposed system will supply more natural gas to more users in

. Alberta and British Columbia than any other proposed gas pipe line
system.
4 It is generally agreed, however, that no pipe line project to the
Pacific coast is economically feasible if only Canadian points are
served. To make a project economically possible necessitates the serving
of users in the American northwest. It is therefore proposed that such
surplus gas as may be available after serving Canadian needs shall be
marketed in that area.

* * *

The foregoing information is submitted by the undersigned on behalf
of the petitioners for incorporation of a company to be known as Alberta
Natural Gas Company.

Dated at Ottawa this 17th day of April, 1950.

John J. Connolly,
Counsel for the Petitioner.

The CuAIRMAN: The statement has been read by Mr. Connolly. Is it your
wish that he be examined on his statement at this time, or do you wish to hear
Mr. Dixon outline more fully the proposed operations of his company?

Mr. MayBaNk: Mr. Chairman, I would like to make the suggestion that
questions might be asked of Mr. Connolly at this time, and that if he so desires
he might have Mr. Dixon there with him. I suggest that if Mr. Dixon were to
come up and sit beside him, any question which Mr. Connolly could not answer
could be referred to Mr. Dixon and the answer given right at the time.

The Wirness: I am completely in the hands of the committee. Perhaps it
might be helpful if I said that Mr. Dixon is here and is available to give
evidence. Now Mr. Dixon, of course, is. The man; I am simply making a state-
ment in accordance with instructions. It might be helpful to the committee if
when Mr. Dixon’s evidence is given I were to take him through the ordinary
type of examination in chief, as in court. I would propose to take him through
a few of the main topics, suggesting what he might discuss, and then leave it to
the committee to examine him further, more for the purpose of endeavouring to
cover the field than for the purpose of putting in a case. If that procedure
would meet the approval of the committee I would be glad to follow it. I think
;t. n;lghttsave some considerable time and perhaps make for more orderly

reatment.

The Cuamrman: Has Mr. Dixon a statement to make similar to the one
that you have made? }

The Wrrness: Well, yes; he has no written statement; but rather than
have a written statement it was proposed that I question the witness on
matters pertaining to this bill which I think you would want to have covered.
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Mr. Smita: Well, Mr. Chairman, I have some questions to ask this
witness, particularly on the basis that he was good enough to give us a
written statement and I intend to follow exactly the procedure which
he has proposed in examining. However, I am entirely in the hands of the
committee, but it does seem to me that perhaps a good deal of time might be
saved by the answers which may be given by him and they might make it
unnecessary for Mr. Dixon to cover such problems as are already covered
by Mr. Connolly. However, as I say, I am entirely in your hands. I am
ready to ask some questions now.

The CuamrMmAN: That would be in order, I think, and then we could
hear Mr. Dixon. Does that tie in with your idea?

The Wrirness: Yes, but of course I can only answer matters which are
within my own knowledge, that is why I suggested that I might examine Mr.
Dixon for the benefit of the committee.

The CuAamrMAN: Supposing we have Mr. Dixon come up here so that
between Mr. Connolly and Mr. Dixon we can have full answers.

The CuaamrMAN: Gentlemen, this is Mr. A. F. Dixon, President of the
Alberta Natural Gas Company.

Mr. MayBank: Let Mr. Connolly go ahead and examine Mr. Dixon.

Mr. SmirH: No, I want to examine Mr. Connolly on the material which
I have here.

The CuamMAN: Is it your desire to examine Mr, Connolly at this point?

Mr. SmitH: Yes, Mr. Chairman.

The CuamrMaN: That is quite in order.

Mr. Smrra: It would be better if I proceeded in this way, and after that
has been done—as I say, it may save asking Mr. Dixon a great many ques-
tions on the various points that are set out in this statement. As I say, I am
entirely in the hands of the committee.

The Cuamrman: All right then, you can go ahead. We have to expect to
develop these matters and this is as good a time as any.

By Mr. Smith:
Q. On the statement I want to ask you about the third paragraph:
The provisions of the proposed bill are identical with those of
similar bills already passed by parliament and are in accordance with
standard form approved by the law officers of the Crown?

A. Yes, sir.

Q. With regard to the last clause of that sentence is the suggestion there
that the law officers of the Crown drew this Act?—A. Perhaps I should put
it to you this way, Mr. Smith; that a general pipe lines act was as I under-
stand it, drawn up by the law officers of the Crown. They had in mind the
type of thing I imagine that should be done in a general way in the par-
ticular bills to incorporate companies which would operate under that act.

Q. That is an assumption?—A. Well, T think it is a fairly well founded
assumption.

Q. All right, but it is an assumption?—A. Yes. Everyone who drafts' a
draft bill like this consulted with the law* officers of the Crown, including
ourselves, and there are certain features in the draft bill that certainly came
as a result of those discussions.

Q. In other words you are accepting responsibility for the bill, I mean
the legal aspect of it; you are accepting responsibility for that and you are
not saying that the bill as we have it is the product of the law officers ‘of
the Crown?—A. Oh, no. Perhaps I might just look at some of the special
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sections: Section 1, of course, is the names of the incorporators; section 3
‘would vary of course with each bill; it gives the capital stock; clause 4, sets
out the head office of the company and is purely a question of fact. We had
a good deal to do, and I think each company had a good deal to do, with the
general powers clause. Now, on this clause 6, I think there were a good
many drafts prepared of various bills. This bill was prepared over a year
ago. It was a matter of getting powers that were adequate to needs of a
company which wanted to do what this company proposes to do. Then there
is a reference to the General Companies Act and to the Dominion Companies
Act, and those references were worked out as a result of the provisions that
were in the General Pipe Line Act and in the Canadian Companies Act.
Q. Well then, let us pass on to clause 1 of the bill—

The CuAmrMAN: We are not discussing the bill at the moment. I think

that will come under a consideration of the bill itself. I think you should
confine yourself to an examination of this witness on his statement.

Mr. SmrtH: Quite so, but I think this question might save some time.

Mr. Warp: Mr. Chairman, may I suggest, in view of his disability, that
this witness be permitted to sit down; also, that it would be perhaps more con-
venient for Mr. Smith if he were to sit?

The Cuamrman: That is very thoughtful of you, Mr. Ward.

Mr. Jurras: That is all very well, Mr. Chairman, but at this end of the
room we are not going to be able to hear either the witness or the member
asking the questions if they do not stand.

The Cuamrman: With all due deference to Mr. Ward, I think it is helpful
in a committee as large as this one is and where there are so many interested

that both the member asking the questions and the witness should stand. What
do you think about that?

Mr. LExnarD: If the member who has the floor does not stand he will have
half a dozen other members all speaking at once.

The CHARMAN: It will be quite hectic, I think.
Mr, Hiceins: How is it going to affect Mr. Connolly?
The WrrNess: I am all right, don’t worry about me.

The CramrMAN: I think the committee member who has the floor should
stand; would you mind doing that, Mr. Smith?

Mr. Smrrs: Very well, but I suffer in common with the witness as to having
a bad leg, but I hope it will last long enough.

By Mr. Smith:

Q. Don’t answer this question until the chairman says you may. Could
you point out briefly to us the differences in the bill which is before us now
and the one that you had before the Senate and the House I think last fall?

The WirNess: May I answer that, Mr. Chairman?
1y The CHAI;{MAN: Yes, go ahead and answer it.—A. I think the only difference
is in clause 1 in the names of the incorporators.

Q. I think there may be one other but I won’t bother with that at the
moment.—A. There may be.

Q. Then, if you will turn to page 2, perhaps I should go back to the beginning

of the sentence at the bottom of the first page:
The Project—It is proposed to gather natural gas throughout the
province of Alberta and after supplying the actual consumers of that
province who can be reached economically and allowing for the potential
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requirements of those areas, to transport such surplus gas as may then
remain available to the Pacific coast to serve first the maximum number
of consumers in British Columbia who can be reached economically and,
secondly, with such gas as remains available to serve consumers in the
United States Pacific northwest.

Now, at the top of page 2, “consumers of that province who can be reached
economically”; what length of time had you in mind of serving these residents
in the province of Alberta? Had you in mind there following the 50 year
minimum set out by the province of Alberta?—A. Mr, Smith, I would think
that on a point like that it might be better to have that question answered
by Mr. Dixon, if that would be satisfactory to you.

Q. Oh, that is all right. I do not want you to attempt to answer something
which you cannot answer.—A. I think that question has more to do with the
heart of the project.

The CuAIRMAN: Why not ask the question of Mr. Dixon now as we go along.
Could Mr. Dixon not answer it now?

Mr. SmitH: I would much prefer to deal with the witnesses individually if
I may because I do not think I am capable of taking on two at one time. I
imagine. I shall have difficulty enough with them one at a time.

The Wirness: Not muech.
The CuamrMAN: Proceed.

By Mr. Smith.:

Q. If you can answer this question, I wish you would. With such gas as
remains available to serve the consumers in the United States Pacific Northwest,
would you care to modify that, granted that the pipe line route granted to you
crosses the United States border before it reaches Vancouver? In other words,
am I not right in this, that in the United States we have what is known as a
power commission?—A. A Federal Power Commission.

Q. A Federal Power Commission, yes; and they have a Gas Act, a Natural
Gas Act giving them authority over there in matters of transport and use of
natural gas. Do you agree with this: that once the pipe line with the gas in it
crosses the border between here and the United States, then their power com-
mission has absolute control over that gas?—A. Well, the company’s proposal
was of course that Canadian users—first of all perhaps I should say this: your
question is predicated on the proposal that the line goes through the United
States before it reaches Vancouver. You are only talking, therefore, of the
American route, the route which takes the gas out of Canada before it reaches
Vancouver. But there are other routes which this company has, including an
all-Canadian route.

Q. Only one all-Canadian?—A. But there are three others which, for
practical purposes are all-Canadian because they simply dip down across the
border to avoid difficult terrain.

Q. Whether they dip down or not, the moment that gas crosses the border
it comes under the absolute control of the power commission of the United
States, even if it only crosses for a mile.—A. I do not think so, sir.

Q. Go on, then—A. It is the proposal of this company with respect to any
gas which might go out of Canada before it reaches Vancouver that the title of
that gas will be taken first of all before it leaves Canada. The gas will be sold
and they will own the gas before it crosses the international boundary.

Q. They will own it in the United States?>—A. In the case you are discuss-
ing now, that gas will go through a part of a pipe line which is built through the
United qtate~ but in bond.
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Q. You are going to ship gas through the pipe line, through the United
States in bond?—A. Yes. , )

Q. How would you draw that bond?—A. Well!

Q. It is not like a man driving a bull over there and driving him back
again. This gas can only go through this pipe line?—A. That is right.

Q. And I think you will agree with me that the power commission of the
United States—that may not be the proper name for it?—A. The Federal Power
Commission.

Q. Yes, the Federal Power Commission has absolute control of all gas in
lines in the United States.—A. It certainly has.

Q. Then how are you going to deal with it?—A. I should not think there
would be too much difficulty about working out an arrangement between the
federal authorities here and the federal authorities in the United States as to the
handling of that gas. >

Q. By what method could they do it?—A. I should think there would be no
difficulty at all about making an arrangement. 2

Q. It would require a treaty, would it not?—A. It might require a treaty or
perhaps some simple arrangement.

Q. Well, do you know of any other way of doing it?>—A. I would not think
that a treaty would be the only way in which it could be done. I do not profess
to be an expert on international affairs, but certainly arrangements or agreements
between the two countries on problems of that kind, I should think, could easily
be worked out.

Q. But do you know of any other way of bringing about such an arrange-
ment except by means of a treaty with the United States?—A. I think it is a
matter of taking title by contract before the gas leaves Canada and I think that
would have a very helpful effect so far as Canadians are concerned, and I should
tgink it would be something which the Federal Power Commission would advert

Q. The Federal Power Commission have control of this gas, have they not?
You have agreed with me that they have?—A. They certainly have something
to say about it.

Q. .Can you think of any reason why the Federal Power Commission in
the Ux}lted States would have regard to contracts, or have regard to contracts
made in Canada with respect to this gas?—A. I have certainly never practised
beforfe the Federal Power Commission and I certainly do not know what their
practices or procedures are in specific cases like this. In fact, I do not believe
anyone in this room would know. Possibly Mr. Dixon does.

'Q. You know that the Federal Power Commission a few years ago forbade
the 1mp01.‘ta.tion of gas into Canada between—under the river between Detroit
and Sq.rma? Do you not know that the Federal Power Commission took that
?utzlor;ty?—A. Mr. Dixon could perhaps answer this type of thing. It is purely

actual.

Q. You know they did, do you not?—A. Mr. Dixon says “no,” and I am
afraid I shall just have to follow him.

Mr. CARTER:.IS‘ this not a matter that could be dealt with by the Board of
Transport Commissioners? They decide the route, do they not?

The CuAmrMAN: That is right, but I think it is in order for the question to
be asked here.

Mr. Goope: With all due deference to Mr. Smith, I think Mr. Smith should

addres§ his questions to both Mr. ‘Connolly and Mr. Dixon so that we may get
something of value out of them now.
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The Wirness: There is this to be said, of course, too, that while I am a
lawyer and presumably know the law in Canada, I certainly am not qualified
to discuss the terms of the Federal Power Commission Act. I am not a witness
as to that. '

_ Mr. Murray: I would suggest that we ask the question of Mr. Dixon. He
is the principal here, while Mr. Connolly who is a very able lawyer is, after all,
only representing Mr. Dixon. .

The Wirness: Mr. Dixon is not a lawyer, but I think he can give some
information about it.

Mr. SmrtH: But he has had a lot of experience,

Mr. Fercuson: As I understand it, any member of the committee may ask
questions of anyone who appears here as a witness. We have that privilege.

By Mr. Smith:

Q. Probably I can satisfy everybody by putting my question in this way:
referring to page 2, about % of the way down the page in the first paragraph I
read:

. . . with such gas as remains available to serve consumers in the United
States Pacific Northwest.

How are you going to do that, granted that you have a line going through
the United States?—A. You are talking now only about the American line. The
proposal of the company is that they will not seek a permit to export and sell
gas outside of Alberta until the Alberta requirements have been met; they will
also want to be satisfied, and they will not seek—in fact I think they would not
get an export permit until the British Columbia requirements are satisfied. But
the company is of this opinion: that there is enough gas in Alberta to look after
all of the actual and potential requirements of Alberta, British Columbia, and
indeed all parts of Canada that can be reached -economically by a natural gas
pipe line, and still be able to provide an excess for sale in the United States.
I can go further than that, I think, and say there would be no international gas
pipe line, no pipe line built to the Pacific coast, unless it was thought that there
was that much gas, because you must have the American market in order to
build a pipe line.

Q. I agree with you entirely. One would be silly to come here and seek to
incorporate a natural gas pipe line unless it was thought there was enough gas to
use that pipe line.—A. That is right.

Q. I shall not ask about it anymore. The thing becomes an absurdity. But
I take it I shall have an opportunity of asking Mr. Dixon in respect to it. Now,
I ask you to cast your eyes down the page to the next paragraph.

First of all you show the size of the line as being 24-inch outside diameter
main line operating at a working pressure of 750 pounds per square inch gauge.
And you say: ;

It is estimated that the total annual sales of gas will be approximately
75,000,000,000 cubic feet, being a daily average of approximately 205,-
000,000 cubic feet.

What will the peak load be?—A. I think you had better ask that of Mr.
Dixon.

Q. I see. That is something with which you are not familiar and you prefer
that T ask Mr. Dixon about it?—A. I would indeed.

Mr. Byrne: Mr. Chairman, I cannot see any purpose in asking questions
unless the person asking them wants an answer and wants to get some informa-
tion, except it be a child asking questions of its mother merely to keep her -bu_sy.
We have been sitting in the House of Commons listening to these pipe line
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debates, yet I have been unable to get any information. I am here now and I
want to get some information, and I would like to put some questions myself.
Why would it not be permissible for the witnesses who are here and available
to answer those questions? !

The CuAmRMAN: There are two angles, the legal angle which Mr. Connolly
is taking care of, and the practical angle. And with all due deference to your
remarks, I do not think we are wasting time on it. I think we could dispose of
the legal set-up of the company and then have Mr. Dixon. I think we would
make more time that way in the long run. That is my personal opinion ag chair-
man. So I think it would be quite in order to go on unless the questions become
too involved for Mr. Connolly.

The Wrrness: I shall simply have to pass on to Mr. Dixon any question
which involves engineering.

The CralrRMAN: Let us clear up your end of it first.

By Mr. Smith:

Q. I only saw this brief this morning and the point I think, with respect, is
this. When a witness comes to court and gives a statement he immediately opens
himself to cross-examination on that statement. I have been getting along with
you very well, I think, and where you say that the answer would be better coming
from Mr. Dixon I have not quarrelled with you. I have agreed to defer those
questions until Mr. Dixon gives evidence. I do not think that anybody can
complain about that method very much.

Your next paragraph says this:

“The proposed company will be closely associated with Alberta Natural Gas
Grid Limited, an Alberta company, incorporated for the purpose of operating a
natural gas gathering and wholesaling grid system in that province”. .

Now, as I understand a grid system it is something which will be used to
gather available gas from various pools to make it available to the main pipe
line—perhaps at various places, but certainly at one place—A. I believe so, yes.

Q. And that of course immediately raises in your mind the matter of local
issues—in other words the supply of gas to the present distribution systems which
are in use in Alberta at present.

Now, you are aware that there is another company incorporated to operate
the grid system there—I have forgotten the name of it but it is Milner’s company
I am speaking of, the Inter-something—in any event a grid system within the
province. Whoever builds this pipe line hopes to serve the local needs in Alberta
and they hope to serve a proposed line which is to run from the southern part
of the province to Winnipeg.—A. Any export line.

Q. Yes. Well what I am asking you is this: have you or your clients had
any negotiations with that grid company?—A. Yes, I believe we have.

Q. Are you insisting on owning your own grid system in Alberta?—A. Again
I would refer that to Mr. Dixon.

Q. Very well.

Mr. ByrNE: Let Mr. Dixon take the stand.

Mr. Smrta: My difficulty is that I am not running this committee; they have
seen fit to call a witness and I am not quarrelling with that procedure.

The CrARMAN: Order.

Mr. Smira: Well, I am going to leave that question. I wish to ask you this:
in contemplating this grid system, I am particularly interested in the city of
Calgary and the southern distribution area in which I live.

Mr. PrupHAM: Do not forget Edmonton?
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Mr. Smits: Edmonton is well off; it owns its own distributing system but in
Calgary we do not. '

An hon. MEMBER: That is too bad.

By Mr. Smaith:

Q. I feel like a prima donna here—I am being shot at from all directions
and I do not know where I am going.

However, I want to ask whether in the grid system you contemplate, do
you intend to connect up fields which may be used as storage fields? Perhaps
I had better put it this way— —A. It is a pretty technical question—I think it
is an engineering question; and I think Mr. Dixon could give you the answer
in very short order, and with authority.

Q. Well— —A. He could give the information with authority.

Q. I am sure that he will be pleased with your recommendation—I am
too, knowing something of Mr. Dixon.

Then we come to the individuals associated with the project and it is very
plain there who Mr. Dixon is but I want to ask you this: in the bill which
went through the Senate a year ago, known as Bill E, I notice that you were
one of the persons seeking incorporation?—A. Yes, that is right, sir.

Q. With you was Mr. Alistair Macdonald of Ottawa, in the province of
Ontario, and Mr. Logan of the city of Wilmington in the state of Delaware. Is
Mr. Logan here?—A. No.

Q. I am sorry, because he is a very estimable gentleman; he and I do very
well together. He is an attorney at law—Mr. Logan, together with such persons
as may become shareholders—in other words at that time you had three incor-
porator’s names, but now you have made additions to that number. You have
added Mr. Austin Taylor and Mr. McMillan.

Mr. Murray: Who is giving the evidence here?

The CuairMaN: I do not see any objections to the question asked.

Mr. Mugrray: If everyone else will have the same right it is all right.

Mr. McCurrocH: Go ahead and ask the questions and we will get through
much quicker.

By Mr. Smith:

Q. I do not want to get annoyed with you, but if I do—look out, that is
all. Please keep quiet; I am asking very legitimate questions and I am sure
Mr. Connolly will agree—A. I will be very glad to answer any questions you
ask—of course I am in the hands of the committee.

Q. I merely read the names that appear in the Senate bill; in the new
bill, however, there are other incorporators added. I named them and they are
published in the bill—it is public property—and Mr. Billy Dick of Edmonton
is the other one. ,

Now, are you in a position to tell me under what circumstances they came
into the picture? That is fair, is it not?>—A. Yes; and I think I can answer
that question. Originally there were three lawyers named as incorporators, fol-
lowing a practice that is more or less general. In the debates of the House of
Commons in the fall of 1949 there were several speeches made in which it was
requested or in which demands were made that the people that were behind
this project should be made known—there was never anything official on the
record. There was also the fact that at the time these bills were originally
drafted it was thought that three directors might be sufficient but it was later
thought that more members of the board of directors would be useful for the
company. For that reason two things were done: the number was increased;
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that could only have been done otherwise, if the original bill had gone through,
by a new application to parliament. That part we need not discuss. The other
purpose of putting those names in was to add people who are interested in
the project.

Q. That is what I am coming to. Now, in the present applicants seeking
incorporation, they are the individuals who are interested in the project?—
A. They are some of them; I would not think those would be all of them but
certainly they are some of them.

Q. When did they come into the project? In your statement you tell us
Mr. Dixon’s company, or his associates anyway, have been interested for a
number of years. That statement occurs later on?—A. I think that they have
come in at various times. The exact dates I do not know, but from day to day
there are people becoming interested in the project.

Q. What persons have joined the project since the last session of parlia-
ment?—A. I am afraid I cannot answer that; I have not got the records.

Q. Very well. When did Mr. Austin Taylor and Mr. McMillan come into
the project?—A. I do not know that; I have not got that answer.

Q. All right, you do not know.—A. I have not got the records and I did
not do that work.

Q. As far as Mr. Jack Moyer and Mr. Bill Dick are concerned would the
answer be the same?—A. Yes, as far as I am concerned.

Q. You do not know?—A. I do not know.

Q. All right, we will leave it at that. Now, you say in the latter part of the
same paragraph on page 3:

This firm was a pioneer in the development of the long distance natural
gas transmission industry in the United States. It was associated with
the establishment of such major gas pipe line systems as United Gas Pipe
Line Company, Panhandle Eastern Pipe Line Company, Tennessee Gas
Transmission Company and El Paso Natural Gas Company, four of the
largest pipe line systems in the world.

Is the Panhandle Eastern the pipe line which comes to Detroit and which has a
connection through into Canada?—A. Yes, sir.

Q. Do you know who financed the Panhandle Eastern Pipe Line Company?
—A. I do not know. Mr. Dixon does.

Q. Then, in the next paragraph,—perhaps this is also something for Mr.
Dixon,—you mention the firms and individuals, geologists and engineers, who
helped and the two individuals you mention are : S. E. Slipper and ‘T. A. Link,
both of Calgary, as I see by your memorandum. Have you personally had
anything to do with these men?—A. No. That has been on the engineering and
geological side.

Q. Then I want to ask you if you can tell me about the two firms named
at the top of page 4: Haddock-Engineers, Limited, and Pacific Pipe Line &
Engineers, Limited. Are those Canadian concerns?—A. No, they are American
concerns.

Q. They are American concerns. Then we come back to your financing
paragraph, which is the first paragraph on page 4, in which you state:

A strong group of responsible banking firms in Canada and the United
States, headed by Morgan, Stanley & Company, of New York City.

Do you know whether or not Morgan, Stanley and Company are the fiscal
agents for the Bank of Canada in the United States? I see you say here they
took care of a lot of Canadian issues.—A. Well, now, I cannot say whether they

- are the fiscal agents or not, but I do know that they are so responsible that they

do work for the Canadian government.
60815—2
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Q. And I think they are also fiscal agents for the Department of Finance?
—A. I cannot answer that, Mr. Smith. I have no direct knowledge.

Q. Do you know whether or not they were the financiers of the Panhandle
Eastern?—A. No, I do not know that.

Q. And Morgan, Stanley are a portion of the old firm of J. P. Morgan and
Company, brought about by United States legislation?—A. There is no connec-
tion between the two organizations, as I understand it, but I am talking from
heresay.

Q. But it is well known that they were divided by law, so to speak, in the
United States. Now, in the next paragraph, you say:

Various Canadian firms have agreed to act in different capacities.
They include the Royal Trust Company. ..

I pause there. This is, I take it, a legal matter. Why a trust company? What
are they in there for?—A. Well, the handling of the securities, perhaps. Would
you like me to read a copy of a letter from the general manager of the Royal
Trust Company of Montreal to Messrs. Morgan, Stanley and Company, dated
the 19th of April, 19507

Q. I do not know whether I would or not, I do not know what is in it.
Please read it anyway.—A.

Cortelyou L. Stmonson, Esq.,

Messrs. MORGAN, STANLEY & COMPANY,
2 Wall Street,

New York Clty, N.Y.

Dear Mr. Simonson, we have given careful thought to our discussions
with you regarding the pipe line project sponsored by Messrs. Morgan, Stanley
and Company, and certain United States and Canadian associates. It is our
understanding that you are contemplating the financing of this project in due
course by the sale of senior and equity securities partly in the United States
and partly in Canada. We believe that such a financing plan is reasonable, and
should work out satisfactorily.

The Royal Trust Company, with branches in the leading Canadian financial
centres and in London, England, and with established New York contacts, is
in a position to render any corporate services that may be required in con-
nection with the financing of your project, and we would like to have an oppor-
tunity to continue our discussions with you and Mr. A. Faison Dixon, with a
view to obtaining the appropriate appointments in this connection.

A number of our clients are keenly interested in the development of the
natural resources of Alberta, and we trust that when the financing of your
project is being arranged, we may be enabled to give them an opportunity to
participate as investors.

Yours faithfully,
(sgd) J. PEMBROKE.

They do the normal things that a trust company would do.

Q. What I want to get at is to make sure they are only acting in the
capacity of trustees in connection with the project.—A. Yes.
Q. Now, in that letter they said, they contemplated issuing two kinds of
securities. I did not hear what you said—A. I will read that section.
It is our understanding that you are contemplating the financing of
this project in due course by the sale of senior and equity securities partly
in the United States and partly in Canada.

Q. What do you mean by “senior and equity securities”?—A. This is a
financial matter, Mr. Smith. You would like to have more expert men answer
that. I think you would get better information. I have not studied the
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in on it later but at the moment, no. : : . ;
Q. How can you express the hope that you will be in on something that

about it. I do not think it has been set up yet. 1 if

Q. What is the difference between senior and equity securities? I mean, the
committee would like to know. I am more ignorant than you are. I do not
think I know, either—A. I think this is a matter that one of the financial men
we have here should give information on.

Q. Do you know what kind of securities this company intends to sell?
—A. No, sir, I do not. A

Q. So that, as solicitor for the company you are unable to tell me what
kind of securities will be sold to the public—A. Mr. Dixon will be able to tell
you that in detail. There will be bonds and there will be stock, certainly.

Q. All right, we will leave that for Mr. Dixon.

_ Then, I notice that you say in the next sentence of your memorandum.
- on page 4: “Dominion Bridge Company, Limited has agreed to fabricate the
. large diameter pipe, using plate supplied by Canadian mills.”—A. Yes, that is
. my advice.

Q. Do I take the word “fabricate” to mean to roll sheets into tubular
form?—A. Yes. -

Q. And where will that be done?—A. Well, Mr. Dixon has conducted some
negotiations there again, and had some discussions with the people concerned.
I certainly did mot.

Q. Well, perhaps I had better leave that—A. In Canada, I understand.
Just where in Canada I do not know.

Mr. Goobe: May I have that point settled: will it be done in Canada?
The Wrirnss: My understanding is that it will be.

By Mr. Smith:

Q. I thought you were going to leave that to Mr. Dixon, and now you are
giving the assurance to somebody that it is going to be done in Canada. Where
in ganaga?—A. I do not know where, but my understanding is it will be done
in Canada.

! Mr. Goope: You answered me it would be done in Canada. I take it that
1s your answer, is that correct?

The Wirness: Yes.

By Mr. Smath:

Q. And you do not know where? Tell me where in Canada there is
machinery for making a twenty-four inch O.D. pipe?

Mr. Murray: Would you establish a factory?

The CuamrMan: How would it be if we left that to Mr. Dixon and make
some progress? 3

Mr. Smrra: I am quite content to leave it. I only came back to it because
the witness told Mr. Goode that it was going to be fabricated in Canada.

?Mr. Goope: Could the witness ask Mr. Dixon and then give us the answer
now

The CramrMaN: No, we are following a certain procedure. I think the
answer will come out in due course.

. Mr. Byrne: On a point of order, Mr. Chairman. I would just suggest, if I

am correct in saying this, that anyone in asking questions, if they are obviously

questions of a technical nature that they reserve them for Mr. Dixon and not
60815—23

financial aspects of this thing. I have not been in on it yet. I hope I will be_

‘you admit you do not know anything about?—A. As yet I do not know anything
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waste the time of this committee by asking one who is not in a position to
‘answer, one who has consistently said that on matters of a technical nature he is
not in a position to answer. Some of these questions take up two and three
minutes of our time to put to this witness, and we are thereby wasting a good
. deal of time.

The CaAIRMAN: Perhaps Mr. Smith would be good enough to anticipate that
and divide his questions.

Mr. Smrra: I was going to say I appreciate very much the intervention of
Mr. Byrne except for his last stupid statement, because I am not a person who
can differentiate as to whether something may be a bit technical or is not, but,
Mr. Chairman, you will agree that every time this witness has suggested that
someone else is in a better position to answer, I have agreed with him and have
not delayed you one minute.

The CHAIRMAN: Proceed.

By Mr. Smith:

Q. I was on page 4, and I did ask you about securities to be sold to the
public and you told me that Mr. Dixon would also take care of that. Then, on
the cost of the project I gather you would not care to express any comments
with respect to that?—A. That is right.

Q. I have already asked you about Haddock-Engineers and Pacific Pipe
Line Engineers. Do you know where their headquarters are?—A. Their head-
quarters are in California.

Q. Have you employed any Canadian surveyors or engineers, if you know,
in connection with the route?—A. I do not.

Q. You do not. Now, I have already asked you about the pipe line
crossing into the United States. That is taken up in the next three of four
paragraphs and I am not going to ask you any more about that because you
say Mr. Dixon is available to supply information on these routes—A. That is
right.

Q. Now, I am going to ask you this. Do not answer it until the Chairman
says you may. Whieh of these five routes is preferred by your company?
Where do you want to build this line?—A. Well, I would think the company
would prefer to build whatever line is best going to serve the interests of all
concerned, Canadians first. \

Q. You are against sin, that is about what you told me there, and so am 1.
Which line do they prefer? When they go to a board or a judicial body what
lines are they going to ask permission to build?—A. Well, there are five lines
which have been surveyed. In fact a good many routes have been surveyed but
there are five of them they think are more practical. They have spent a great
deal of money in making surveys and it is felt, because of the magnitude of
the project, that what they should do is give the Board of Transport Commis-
sioners the benefit of all the information they have on all routes. The Board of
Transport Commissioners, as you know, has wide authority under the provisions
of the general Pipe Lines Act and a very heavy responsibility to determine what
is in the best interests of Canada, to determine in the best interests of Canada
what is the proper way for one of these routes to go. Mind you, the application
has not been made to the Board of Transport Commissioners. It may not be made
for some time. It cannot be made, of course, without incorporation, but at that
time the Board of Tramsport Commissioners will be given all available informa-
tion.

Mr. Rooney: Mr. Smith, there is a question here that you asked a moment
ago: if there were any Canadian engineers associated with this project. Well,
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I happen to notice here two names, and you should know these gentlemen,
S. E. Slipper and T. A. Link, both of Calgary, who are said to be associated
with the projeet according to the memorandum.

Mr. Smrtra: Well, of course, they are intimate friends of mine; they are not
engineers, they are geologists. May I continue, Mr. Chairman?

The CHAIRMAN: Yes, please.

By Mr. Smith:

Q. Then, is this the position, Mr. Connolly; you propose to go to the Board
of Transport Commissioners and ask them for leave to build a pipe line without
telling them you want to build a pipe line from here to there?—A. Well, Mr.
Smith, there are two applications that are made to the Board of Transport
Commissioners. There is one in which you make a general application indicating
where you want to leave and the point you want to reach There is another
application in which the exact route is specified.

Q. I know that.—A. I think in the general application what this company
would do would be to lay down before the Board of Transport Commissioners all
the information that it has gathered on the engineering, on the cost, on markets
and on every phase of the work of the pipe line company. Then, I think
as a result of that, there will be some decision reached as to what is the
most feasible way to go in the interest of the Canadian public at large, and
that is the only interest the Board of Transport Commissioners have.

Q. Which is the cheapest route?—A. The cheapest route of the five is the
one which goes down into the United States.

Q. Crossing the border at—what is the name of that place, just outside of
Alberta?—A. Do you mean Kingsgate?

Q. Yes. Is that the route you favom'?—A I think that perhaps Mr Dixon
could help you a good deal more than I can on that. I think our undertaking .as
contained in the brief on page 6, at the bottom of page 6—that undertaking is
an undertaking by which this company will stand. It was for the purpose of
this committee that that was put there:

The applicants for incorporation are prepared, if authorized by the
Board of Transport Commissioners, to build the first described route,
which runs through Canada in its entirety to Vancouver. They are also
prepared to build along any route which, after full consideration of all the
fﬁct% ~m9éy be deemed to be in the best interest of Canada as declared by
the board.

We cannot do more than say what we are prepared to do in the circumstances
under which we are operating now, considering the Pipe Lines Act as it is.
We are also prepared to build along any route which after full consideration of
all the facts may be deemed to be in the best interest of Canada as declared
by the board. I do not think we can go any further than that.

Q. Well, you have an application before the Petroleum and Natural Gas
Conservation Board in Alberta, which I have in my hands, perhaps this will
help you. In paragraph 4 of this petition you say:

The project of Northwest Natural Gas Company is to buy and
gather gas in the province of Alberta and transport it by pipe line through
the Crowsnest Pass and to Trail, Vancouver, Tacoma, Seattle, Portland,
Spokane and intermediate points.

Doesn’t that help you in the line you want?—A. Doesn’t that help me?

Q. Yes, as to which line you are going to ask for—A. I don’t know, I
think that could be any one of these routes.

Q. Haven't you filed a plan in connection with that showing a crossing at
Kingsgate?—A. That is one of the routes.
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Q. Into Spokane?—A. Yes.

Q. Is that the only plan that you have filed before the Alberta board?—A.
We have plans of five routes.

Q. Have you filed those with the Alberta board?—A. I was not in the
Alberta application, but I would assume so.

Q. This is in connection with these places, Crowsnest Pass, Trail, Van-
couver, Tacoma, Seattle and Portland and Spokane; yoy know where Spokane is,
don’t you?—A. Yes.

Q. And the idea is to take it through Kingsgate and directly to Spokane—
I am not mentioning the small places—thence west to a point shortly before
reaching Seattle (Bellingham, isn’t it?) and then north on a stud line into
Vancouver; isn’t that what you are speaking about in this application—and
south, of course, to Portland, Tacoma and Seattle?—A. Mr. Smith, I did not
draft that. But I do say this. In view of what is contained in the undertaking,
that when that was drafted, and no doubt when any of the documents are drafted,
the people engaged in drafting them on behalf of this company, draft them in
such a way that it will be clear that the maximum number of users both in
Canada and in the United States, the greatest possible market, will be reached.
I do not know that there is anything obscure about that idea as expressed in the
memorandum I have read to this committee. Obviously, they want to serve
the maximum number of consumers in Canada and the United States if the pipe
line is to be a financially feasible project.

Q. The largest market?—A. Quite so, we want to get the widest possible
markets. Now, the drafting of these applications in that way I take it is the only
feasible way to do it. As I say, we have five routes and we undertake to build
on any one of the five that the Board of Transport Commissioners will direct
us to build on. I do not think we could go any further. It would be pre-
sumptuous for us to say we will build route “A” or “B” between certain points
in a certain way to this committee. We would be misleading this committee if
we said we are going to go ahead and build route “B” and we find later that
the Board of Transport Commissioners would not authorize that certain route.
I think in view of the legislation we could do no more before this committee
than what we have done, namely engage to undertake to build whatever route
the Board might direct. There has been a great deal said in the House of
Commons about a Canadian route. We say of the Canadian route, “We have
such a route. We have surveyed an all-Canadian route, and we engage to
build that if we are so directed by the Board of Transport Commissioners.” I
do not know what more we can do. I think if you were the solicitor for the
company you would do the same thing.

Q. I cannot tell you what I would do were I in that position, because I think
my position would be a little bit altered. If I acted for the company I would no
doubt do what they told me; but I want to ask you this: is this a fair statement,
that you are seeking incorporation of this company to build a pipe line from a
point in Alberta—and this sets out that it would be in the neighbourhood of
Pincher Creek—and through Vancouver and you do not know, your company
does not know where it intends to build that line?—A. I do not think we could
possibly know until the Board of Transport Commissioners passes upon it.

Q. So you are going, as you said, before the Board of Transport Commis-
sioners on that?—A. Yes.

Q. Have you ever been before them in connection with a charter for a
railway company?—A. No, I have not.

Q. So your position is that you are going to go before the Board of
Transport Commissioners and seek authority to build a gas pipe line and you
are not in a position to tell the board where you want to build it?—A. We have
five available routes.

Q. Oh, you are going to give them five chances. That is more than most of
us ever get. Your position is that you are going to go there and ask them to

T —
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permit you to build a pipe line and in doing that with the power to expropriate
peoples’ properties and you are not,in a position to tell the board where you are
going to build it?—A. Mr. Smith, we are going to be in a position to tell
the board the details of every foot of each of these five routes. These people have
spent over a quarter of a million dollars in surveying routes they have under
consideration—they have spent this tremendous amount of money on engineering
and field work. All of that data is going to be laid before the Board of
Transport Commissioners. What more can we say? :
Q. You can tell them where you want to build it, can’t you?—A. I think
it is up to them to decide that, given the information we will supply and the
engineering data.

Mr. Taomson: Would it not help, Mr. Chairman, if Mr. Smith were to
ask the witness where he wants to build it, where the company want to have it
built? -

"Mr. SmirH: Yes, where do you want to build it. I am glad you interrupted
me. Where do you want to build it?

The Wirness: We want to build a line to the Pacific coast, to Vancouver,
from the gas fields of Alberta. We want to build over such a route as will be
in the best interest of Canada as ordered by the Board of Transport Com-
missioners. What more can we say? ;

By Mr. Smith:

Q. You have spent hundreds of thousands of dollars, you told me just
now over a quarter of a million, surveying routes?—A. That is right.

Q. And you are not in a position to say which of these five routes you
want to build that line over; is that a fair statement?—A. Let me put it to
you this way, let us say that the American route is going to cost us $20,000,000
less than the Canadian route.

Q. Well?—A. We might want to build the American route.

Q. Well, do you?—A. I don’t know.

Q. Who does know?—A. There might be reasons why the Canadian route,
despite that, might be the better route.© We don’t know. The Board of
Transport Commissioners are going to have to decide that, and if the Board
of Transport Commissioners say this to us: “No matter what route you might
want to build it is either route “X” or no route;” We want to build a pipe line
and we will go route “X”.

Mr. Fercuson: It is either that or no route at all.

Mr. Smrta: I am going to leave that now.

The CuAmrMAN: Let us clear that up, have you anything to say on that,
Mr. Dixon?

The Wrrness: Perhaps you would like to have this from Mr. Dixon?

The CuAlRMAN: A little later.

. The Wrrness: But what I do want to say, if you will permit me to Mr.
Smith, is this: we have to take our position as we go in the light of existing
legislation, that is the Pipe Lines Act.

By Mr. Smith:

- Q. Qh yes—A. And the Pipe Lines Act is a matter of government policy
with which we have nothing to do. It was drafted in a certain way, it was put
into the legislation, and we are bound by it. We have to work within the four
corners of that act.

Q. You had nothing to do with that legislation?—A. Certainly not.

{ QNDi§ you canvass anybody with respect to the Pipe Lines Act in Ottawa?
—A. No sir.

'{:
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The CuamrMAN: I do not think that has any bearing on this question
which is now before the committee.

The Wirness: I certainly did not.

Mr. SmitH: Let me make it plain that I said nothing about it until he
volunteered that he had nothing to do with it, and he is a lawyer.

The Wrrness: Mr. Smith, you have my assurance on that.

Mr. Smita: Very well.

Mr. AppLEwHAITE: Could I clear up one point in connection with that,
Mr. Chairman?

The CHAIRMAN: Yes.

Mr. AppLEwHAITE: You have an application now for a pipe line before
the Board of Transport Commissioners?

Mr. Smita: No, not the Board of Transport Commlssmners, before the
Alberta board.

The Wirness: I think Mr. Smith asked me whether I had ever appeared
before the Board of Transport Commissioners personally.

Mr. Smira: That is right.

Mr. AppLEwHAITE: But that was not in any way in connection with this
proposed company ? :

The Wirness: No.

Mr. Smita: I am glad to have that point made clear, I did not want to have
any misunderstanding about it; I merely asked you if you yourself had appeared
before the Board of Transport Commlssmners it had nothing to do with this
present matter.

The Wirngss: Oh, no.

By Mr. Smith.:

Q. So, before leaving this—as I hope to in just a moment—as I understand
you—and I want to get it correct—you intend to go before the Board of Transport
Commissioners asking leave to build a pipe line—you follow me until I finish my
sentence—a pipe line, and you are not in a position to ask permission of the Board
of Transport Commissioners to build that on any given route?—A. Well, we would
ask them for permission to build, as at present advised, any one of these surveyed
routes.

Q. You do not expect to get permission for all five, do you?—A. Oh, no.

By Mr. Goode:

Q. Would you please answer this question yes or no: is the laid down cost
of gas in Vancouver influenced by the different routes?—A. Oh, greatly influenced.

By Myr. Smath:

Q. I thought that would be a question which you would allow Mr. Dixon
to answer.—A. Certainly, I want Mr. Dixon to do it. But I can say that and
I think that is a perfectly legitimate type of answer to give, after having
discussed the matter with these people.

Q. What is the difference in price in Vancouver?—A. As to that, I must say
I do not know. But it is considerable.

Q. I thought you said it made & tremendous difference?

Mr. Goope: I do not think he said “tremendous”.

By Mr. Smath:

Q. What is the difference, then? The witness volunteered to answer and
surely I am entitled to receive his answer?
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The CuamrMaN: I think the answer you have given, Mr. Connolly, should

cover the situation for the time being. Details might be supplied later by
Mr. Dixon.

Mr. PrupaaM: The blll before the House deals with an application to
incorporate a company. It does not deal with routes. I think it is entirely out
of order for us to discuss routes in this committee. But if we are going to discuss
routes, then all routes should be discussed, including other routes which are not
covered by the survey of this company.

Mr. Green: Before you make any decision on a question of that kind, this
same point was raised by the sponsors of this bill in the Senate, before the Senate
Committee last fall, and it was admitted there by Mr. Connolly that the com-
mittee of the Senate had the right to go into some of the details about these routes,
although perhaps not in such detail as the Board of Transport Commissioners; but
in any event the Senate did hear evidence about the routes and I suggest there
is absolutely no reason why this committee should not hear that evidence. As
a matter of fact, that is what this whole question is about; and if we cannot hear
anything about the routes, then there is no use in having this committee.

Mr. MayBank: I certainly have no objection to information being sought
respecting routes, but in expressing an opinion as to the propriety or impropriety
of following that particular line of inquiry I want it to be clear that as far as I,
as a member of the committee, am concerned—not referring to myself as sponsor
of the bill but as a member of the committee—I do not care how widespread the
line of inquiry may be. That is a personal view. It surely ought to be clear
that while the opposition to this bill has sought to bring up the question of routes
ad nauseam in the House of Commons, it is not an issue which is before this
committee in passing or in not passing this bill.

The question is only whether a group of individuals will be given the
opportunity to make an application before the Board of Transport Commissioners
or before other bodies. There is that fact, and there is also the question which
will be uppermost in the minds of most people, whether we are going to continue,
as it would appear some have sought to continue, to impose a monolopy on a
particular company already enchartered by parhament Those two things seem
to me to be the only issues that this committee has before it.

I do not care how far afield we go in the matter of discussing routes, but
the question which we have to consider is whether we will permit people to be
incorporated in order that they may walk into a certain court and ask to be
allowed to build a pipe line. There is nothing else before this committee
than that. The rest of the talk which we have heard in the House of Com-
mons and the line of inquiry in connection with the routes has nothing to do
with whether or not this company ought to be born. Of course, I realize that
that is just my personal view, and I realize that other people may hold
differently. But I think that we should keep it in mind that we are only
considering the birth of a company, or as the opponents of it might say

whether or not they can effect an abortion.

Mr. SmitH: You are trying to bring about a Caesarean.

Mr. MayBank: I think it is a question of whether we will allow a certain
company to be born, and that is all we have before us.

Mr. HarkNess: I would differ with Mr. Maybank on the question of the
routes being a matter which is before this committee or which should be dis-
cussed before us and I would like to draw to your attention that when the
applicants for other pipe line companies were before this committee a year
ago we did go into the question of routes and we heard evidence on the
matter in this committee and it was discussed; so we have a complete .
precedent for discussing routes in this case.
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The CuAmrMAN: I see nothing wrong with continuing the discussion as
far as routes are concerned. Moreover, the brief presented definitely refers
to a route and I think a lot of the objection has been taken on account of the
route. And while it is strictly not in order, I think we should allow the
discussion to go on, if not too greatly prolonged and let us see where we
arrive.

Mr. NoseworTHY: I certainly hoped that you would not limit the diS-
cussion of this committee as suggested by Mr. Maybank.

Mr. MayBank: I did not suggest that. I do not care.

Mr. NoseworTHY: I think we are all agreed that the supporters of this
bill before us told us in the House that we should get this bill before the
committee for the purpose of getting information as to a route. I hope you
will follow that procedure. I have three questions I would like to direct at
this time.

The CHAIRMAN: Just a moment, Mr. Noseworthy. I think Mr. Smith has
not yet finished. Are you finished, Mr. Smith?

Mr. SmitH: You will be happy to know that I am finished with routes.
But I do want to go on with the balance of the statement. It is very very
brief.

Now, on the point of order which was raised, I think one of the best
speeches made in the House of Commons was made by the member for
Comox-Alberni, and his whole story was that we would get this information
in this committee, and it was applauded by practically all the gentlemen
around the table. I am rather surprised to see the change in mind at this
time.

By Mr. Smith:

Q. Under the heading on page 7 “Natural Gas Supply”, I read the
following:

Contracts for natural gas have been entered into with the following:

Shell Oil Company of Canada, Limited
California Standard Natural Gas Company (an Alberta Corporation).

Now, this is a matter of policy, and if you do not wish to answer, please
tell me so. As you are aware, the Shell Oil Company has proven gas holdings
which are at a place, a creek called Jumping Pond, situated a short distance
west of Calgary, twenty-five or thirty miles, something of that sort. Is it the
intention of your company to take gas only from a given field, or is it to be a
grid? Do you intend to cover cother peoples’ gas whether you have a contract
with them or not?—A. Mr. Dixon can do a great deal more with that than I
can. I think we are going to be in the hands of the Alberta Board on that
point.

Q. T was asked once to confine myself to legal matters. Perhaps I might
ask you this question: do you think—? —A. I am a member of the Bar of
Ontario, Sir.

Q. This is a problem which has something to do with the British North
America Act. Do you think that the province of Alberta, by a board or in any
other way, has the right to forbid the export of gas from the province of
Alberta?—A. On the question of export, I think that is something that the
greatest constitutional minds in the country have already gone into on both sides.
But on the question as to the gas which shall be taken from various fields in
Alberta, I think the Alberta government would have a great deal to say, because
there it is a question of natural resources.

A Q. In fact they do, and they have for some time; and you will know that
a hearing is going on there under a bill or an Act which is called the “Preser-




i~ PSSt TR NS S
B & TR L et d A

RAILWAYS, CANALS AND TELEGRAPH LINES o 43

vation of Gas in the Province of Alberta”. Many people down here have been
saying that it is entirely up to Alberta to say whether its gas shall be
exported. Would you agree with that?—A. People in high places have said
that. ]

Q. As a lawyer, you do not agree with it, do you?—A. My practice
is not in the field of constitutional law. !

Q. We shall soon be getting down to what this practice of yours is. You
have thrown a lot aside. :

The CuarMAN: Let us keep to the bill, please.

By Mr. Smith:

Q. T shall stop at that. But I was quite sure that Mr. Connolly would
agree with me that the province of Alberta has no right whatever to stop
that export. However, we have the Prime Minister on the other side, so we
_ are not doing much there.

Now, in the next paragraph you say:

The proven natural gas reserves of these suppliers are more than
sufficient to meet the entire natural gas requirements of the applicant.
The only gas that will be transported out of Canada will be that which
is surplus to the needs of Canadians.

Now I hope you do not mean that the two companies which are named
immediately above what I have read have in their fields sufficient gas for that
purpose. I hope you do not mean that, because I am sure it would be wrong.
—A. Are you purposely excluding the supply from Gulf?

Q. Under natural gas supplies, contracts for natural gas—I do not want
to exclude anything. I do not think we dare. I think we have got to use
the whole works—A. I do not know. I think perhaps Mr. Dixon could
tell you.

Q. All right. Mr. Dixon can tell me that. Now, turning to the next heading
which is “Markets”, I take it that Mr. Dixon would have the figures if
anyone is interested in the cost of these various lines, approximately ?—A. Oh,
yes, indeed. ' :

Q. Very well, I shall not bother you with that. But I notice you refer
here to supplying gas to Chilliwack, and I was wondering how you were
going to get your gas from New Westminster or Vancouver to Chilliwack.—
A. That too, is an engineering problem, I should think.

Q. All right then, I may, perhaps, be able to ask Mr. Dixon about that.
Do you know how far it is from New Westminster to Chilliwack?—A. I do not
know.

Q. Never mind if you do not know. We can get that on the map. On the
next page, page 8, you say ‘“Thus, the proposed system will supply more
natural gas to more users in Alberta and British Columbia than any other
proposed gas pipe line system.” 1 gather you would rather have Mr. Dixon
also explain what is meant by that?—A. I should think so; I should think
that he would be abundantly clear on that.

Q. Then you say: “It is generally agreed however, that no pipe line project
to the Pacific coast is economically feasible if only Canadian points are
served.” I do not want to ask you about that; I want to agree with you
entirely—A. Tt is common ground.

_ Q. Many people have told me that we are going to have three or four
pipe lines but the market will simply not stand it—that is your company’s
position, is it not?—A. That is right sir.

Q. T mean it is clear to your company, as it is to anyone else that T have
talked to, that the market is only sufficient to support one pipe line. It is
. a simple situation, is it not?>—A. T understand so.
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Q. That is your understanding?—A. I understand so.

Q. Thank you very much.

Mr. CHAIRMAN: Do any other members wish to ask Mr. Connolly any
questions?

Mr. NoseworTHY: Yes, I have some.

The CHAIRMAN: Mr. Noseworthy has the floor.

By Mr. Noseworthy:

Q. I have some questions, but I do not know whether Mr. Connolly
wishes to answer them or whether Mr. Dixon is to answer them. However,
you refer here to the fact that there is more gas available than is required
to meet the needs of the applicants? Have you any idea as to whether or not
there is enough available to meet the needs of the three companies—the
one that has already been incorporated, and the other two that are applying
for incorporation?—A. I cannot give you an answer to that, sir; I do not
know. I think it would depend largely upon what the other companies
were going to do. )

Q. I assume that they will get their pipe line?

Mr. SmitH: They would all supply the same major market and the amount
of gas is practically the same.

The Wrrness: Mr. Noseworthy wishes to know whether there is enough
for the three pipe lines—and I do not know.

Mr. DarrocH: He does not know.

Mr. ByrNE: Mr. Noseworthy is not so particular whether the witness
answers or Mr. Dixon answers?

The Wrrness: It would be better to have Mr. Dixon answer.

Mr. NoseworTHY: You indicate that you will submit details of the five
routes. Can you say that the applicant will not indicate to the Board of
Transport Commissioners the routes they wish to take?

Mr. McCurrocH: That question has been asked a dozen different times.

The Wirness: I think I have said as much as I can on that point.

. By Mr. Noseworthy:

Q. Will they indicate to the board the route they prefer to follow—just
answer yes or no?—A. I do not know that I can answer that; I think what
I have said on that is as much as I can say.

Q. What I wanted is an answer either yes or no? Do I assume that you
prefer not to say yes or no to that question?—A. I think it is up to the
Board of Transport Commissioners to decide. We will put all the informa-
" tion that is available before the board.

Q. I am asking you a straight question—whether you are prepared to say
yes or no to the question: “Will your company indicate to the Board the
route they prefer to follow?”” That should be simple for you to say yes or no to?—
A. I do not know that I can give an answer different from the one I have
already given. )

Q. In other words you prefer not to answer?—A. No; I think I have
answered it.

Q. In the form I have asked?—A. Yes. I do not think that the question
can be answered by the company in that form at this time.

Q. Can you tell me this: have you any statistics to show which route
will be most profitable to the company ?—A. Mr. Dixon could discuss that phase
of the matter with you. , :
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Q. You have indicated that it would not be fair for you to assume that
you will follow any one particular route because the Board of Transport Com-
“missioners might refuse to give you a licence to follow any one particular route.
Do you care to express an opinion as to whether or not the Board of Transport
Commissioners would reject an all-Canadian route in favour of an American
route?>—A. I should not think they would; I do not think they would take any
position until they had the evidence before them.

Q. Do you think there is any likelihood of their refusing you a route to
build if it was an all-Canadian route that you asked for?

Mr. Goopbe: On a point of order, Mr. Chairman: the witness is being asked
to give an opinion of what the Board of Transport Commissioners might do.

I do not think that is correct.

The Wirxess: Mr. Noseworthy, the only assumption I can make with
reference to the hearings or decisions of the Board of Transport Commissioners
is that they are a judicial or semi-judicial body. They will consider the evidence
and I do not think we can assume that they will take any stand in advance
of the evidence. Once the evidence is there they will make up their minds as
to what, in the best interests of Canada, will be done. I think that will be the
basis of their decision.

Mr. Smrta: They will determine policy—Canadian policy.

The WrrNess: I think, under the Pipe Lines Act, that is the way it is.

Mr. NoseEworTHY: On page 7 you say that the only gas that will be trans-
ported out of Canada will be that which is surplus to the needs of Canadians.
You have indicated that you have some knowledge of the available supply. Can
you tell us what will be the ratio of gas required for Canadian use as compared
with the total available?

The WirNess: Those are figures which Mr. Dixon would be able to give you.

Mr. SmiTH: 25 per cent.

Mr. NoseworTHY: Can you give us, Mr. Connolly, any assurance, provided

the company incorporated last year builds-a pipe line, that your company will
also build a pipe line to avoid a monopoly?

The Wrrness: I cannot give you any assurance on that point. I think the
question of monopoly arises over whether or not there will be more than one
person to deal with in connection with the construction of a pipeline to the
west coast.

Mr. SmiTH: It is answered by the physical conditions of any route.

__ Mr. NosewortHY: It depends on the number of applicants who have the
right to build a route?

The WirnNess: The Alberta government feels that if they have more than

one person to deal with they have a better chance of obtaining a better arrange-
ment for themselves. N

Mr. Smita: What has the Alberta government got to sell?
The CrARMAN: Order, order. Mr. Noseworthy has the floor.
Mr. NoseworTHY: What do you mean by a better chance?

Mr. MayBank: Mr. Chairman, may I say a word. It is five minutes to one
now. Is it your intention to adjourn at one o’clock and, if so, will you permit
me to make a motion before one o’clock?

The CuamrMAaN: I shall do that.

Mr. Jongs: Before you make a motion, many of us from British Columbia
know the routes through our knowledge of the province but there are many
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members of this committee who do not know the routes. Would it be possible to
get a mimeographed map showing the five routes so that members can understand
exactly what is being talked about?

The Wrrness: We could indicate the routes by some overlay on this map.

Mr. Jongs: I think it would help because many of the members do not know
the proposed routes.

The Wirness: We will arrange to do that if we have the permission of the
committee to use this map. :

Mr. MayBaNk: May I make a motion, Mr. Chairman?

The CHARMAN: A motion to adjourn is always in order. Are you making
a motion to adjourn?

Mr. MayBaNk: I am not making a motion to adjourn; I am making this
motion: that when this committee adjourns it will do so to meet again at 4
o’clock this afternoon. .

The CHAIRMAN: Are you making that motion now?

Mr. MAYBANK: Yes.

The CrArMAN: All right, we will put that motion.

Mr. Smita: Well, Mr. Chairman, just a moment. This committee decided
yesterday to meet on your call. Are we going to reverse that now?

Mr. MayBanNk: That decision was with respect to this meeting.

The CHAIRMAN: It was for the meeting today, Mr. Smith, and I think the
present motion is quite in order.

Mr. Taomson: Mr. Chairman—

Mr. LeNnNARD: Well I think—

The CHAIRMAN: Just a moment, Mr. Thomson has the floor.

Mr. Taomson: Before the motion is seconded I would like to ask a question
of the last witness.

Mr. Green: Mr. Noseworthy is not through.

By Mr. Thomson:

Q. You are on the list of people that are forming the company to be known
as the Alberta Natural Gas Company and this submission is on their behalf?—
A. Yes.

Q. And any information you have here you have received from them?—
A. Yes.

Q. There is no information here that is of your own personal kn_ov&fledge?—
A. Well there may be some—very little. This is the company’s submission.

Q. And any answers you made to Mr. Smith in his examination were not
totally of your own personal knowledge?—A. I think I qualified them as well
as I could.

Mr. Ferguson: He is a funny lawyer if he did not.

By Mr. Thomson:

Q. The answers you gave to Mr. Smith were largely made without personal
knowledge?—A. The answers were based upon information as I had it on the
points raised and received from my clients.

Q. So your testimony is entirely hearsay?

The CrAIRMAN: Oh, no.

Gentlemen, there is a motion before the chair. Is it agreed then that we
shall adjourn until 4 o’clock?

Agreed.
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- Mr. Green: I would point out that ordinarily committees do not meet on
Wednesday morning because of caucuses. We had a caucus this morning but in
spite of that a meeting was agreed upon. I would not think, however, that it
would be fair to ask us to sit again.

‘The CuamrMan: Well, there was a motion that we adjourn until 4 o’clock
this afternoon. I shall put the motion.

Motion carried.

—The commitee adjourned to meet this afternoon, Wednesday, April 26,
1950, at 4.00 p.m. ‘

AFTERNOON SESSION

ApriL 26, 1950
—The committee resumed at 4.00 p.m.

The CrAlRMAN: Gentlemen, we have a quorum and we might as well start
where we left off.

Mr. PrupHAM: Before we proceed, Mr. Chairman, is it your ruling that the
committee will continue to hear evidence as to routes and the feasibility of various
routes?

The Cramman: I would like to hear the opinion of committee members on
that point because I am guided by their wishes.

Mr. PrupHAM: Well, just assuming that it is permitted or established that
sueh will be done, I would like to know if it is permissible for members of this
committee to call expert evidence on other routes that are not covered by this
company’s proposal? .

Mr. AppLEwHAITE: I think we all agree that the purpose of this committee
is to ascertain sufficient facts to reach an opinion in our minds as to whether it
is in the national interest for us to give a charter to a company such as is apply-
ing here. It is therefore naturally necessary that we know something of the
company’s plans, and, at the same time, with the set-up as we have it today with
the Board of Transport Commissioners still to come, 1t is not common sense for
us to go into the detail as to which side of a mountain we will go or as to how
to get across a lake or something of that nature. In so far as the evidence is con-
cerned it must surely be restricted to generalities. We know that the question in
the back of everyone’s mind is whether or not the route is going to be in Canada.
I think that is the main point and, what the company intends to do along those
lines T submit is desirable evidence. However, for the sake of clarity, let us
keep away from unecessary detail into which it is not essential that we examine
in any event.

Mr. Mclvor: Mr. Chairman, I have not much to say but I have read this
brief and I have listened to the very able questions asked and the exposition
given, but it seems to me that it all amounts to after Alberta, British Columbia
and Canada being served with gas, if the company is not allowed to sell to the
United States there will be no pipe line. Is that right or is it not?

An hon. MEMBER: Yes.

Mr. Mclvor: That is the question on which the whole thing hinges—after
Canada is served completely—and I think that Canada should be served first.

Mr. Decore: I have a question or two to ask of Mr. Connolly at this time.
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The CuamrmaN: Shall we decide the matter which Mr. Prudham has
brought up? )

Mr. Syta: I would like to be heard on it.

I think Mr. Applewhaite put the thing rather well when he said that this
has resolved itself pretty much into a question of whether the route shall be
an all-Canadian route or otherwise. Now, if we are not to be allowed to go
into the comparative values, if I may use that expression, of an all-Canadian
route or of a partly Canadian and partly American route, then it seems to me
the sittings of this committee are simply futile.

In other words, there has only been, in the debates in the House, one point
of difference—and that is the one that was expressed by Mr. Applewhaite a
moment ago. If we cannot dissolve that here, not before any board or any-
thing of that kind, then I have not the least idea of what all we busy people
are doing here. If we cannot make a recommendation to the House of Commons
then all our debate and questioning here seems to me will have been in vain.

I quite agree with my friend Dan Mclvor, here, when he says that he
‘wants the Canadian people to be served first and such surpluses as there is to
go to the United States. I think we are all heartily in accord with what he
has said but all these questions then arise as to who is going to control this
gas in the event that it leaves our border. We all know that the Canadian
authorities have control while the pipe line is within Canada, but outside
of Canada we have no control whatever.

So, with respect, I am ready to go along with the member for Edmonton
West; let us as members of parliament—and this is policy—determine a policy
as to whether the route shall be within Canada or without Canada. I certainly
think, sir, that the proceedings here should at least be open to that particular
extent.

The CrairMmAN: I think your question was that in case we allow the rule
that the route was permissible of discussion, that you would have some evidence
that you wished to present in that case?

Mr. PrupaaMm: Yes, Mr. Chairman. 1

We all know what the situation is. I am from northern Alberta and a
lot of people in northern Alberta think that the Yellowhead route is the most
feasible place for the pipe line. Now, we do not know but we want to know
the facts. ?

If we are going to spend a lot of time discussing southern routes and some
of these United States routes, I would like the privilege of calling witnesses to
explain any advantage or disadvantage that the Yellowhead route would have.

Mr. Fercuson: I would believe that any member of this committee would
have the right to call in any expert that could divulge any information of any
benefit to this body of men when passing judgment as to whether a charter
should be granted to the applying company. If it is going to enlighten us and
guide us, we should be permitted to hear it.

Mr. Jutras: I agree that we have to decide whether a charter shoulq be
granted. However, as far as calling of witnesses on what is outside of this bill—
which was the suggestion made by some members previously—that we .shoul_d
for instance call members of other companies which are not concerned in this
particular application for charter—

Mr. PrupHaM: Not necessarily from companies.
Mr. Decore: There was no suggestion of that.
Mr. Lexxarp: We had the expression “expert witnesses” only.
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Mr. Jutras: Anything that deals with another question outside of this bill
would be out of order and we would not have the authority to follow that action.

Now, the reason I got up is to point out that in my opinion anyway we
are not called upon to decide whether the route should go through the States
or should be an all-Canadian route. First of all I do not think we in this
committee could possibly decide that question because we have not got the
technical assistance and experts and machinery to do it:

Mr. LexNArRD: We could have.

Mr. Jurras: No, I do not think that we would ever be able to come to
such a decision. :

According to the constitution, the Board of Transport Commissioners was
created to do that very job. Rightly or wrongly, they were created to do that job.

Therefore, according to our legislation—according to our statutes—it is up
to them to make that decision. I have no objection, as some members have
suggested previously, to getting information relative to the various routes if it
can add to the general understanding of the company, but to tie ourselves down,
as Mr. Smith has put it—to decide whether it should be an all-Canadian route
or not—I do not think should be a matter for this committee. I do not think we
should start any discussion on that assumption. That is not the issue before
the committee—the issue is purely whether to give a charter or not.

Mr. CarroLL: There are five routes proposed here, or there are five routes
which are going to be placed before the Board of Transport Commissioners.
Is one of those routes the one which my friend Mr. Prudham is talking about?

Mr. PrupaAM: I do not know.

The CuarMAN: I think, with the consent of Mr. Prudham, that we can
leave that matter in abeyance for decision later. After all, there is a clause
about that later in the bill which we will come to and about which we will no
doubt have some discussion. I think we had better proceed with the evidence.

Mr. Murray: Might I suggest that we do call certain witnesses after Mr.
Dixon has been heard. I would suggest Mr. Link as a competent man, and also
Mr. Slipper, whose name is mentioned in the brief and also Mr. Stavers, head
of the Consolidated Mining and Smelting Company who could tell us about the
volume of gas which would be needed for the great industry at Trail. I would
also suggest an official of the American Atomic Energy Control Board who
could tell us something about the needs at Hanford, Washington.

Mr. Greex: What about the attorney’s general—

Mr. Murray: This is not supposed to be a discussion of political matters,
it is just to get the facts.

Mr. Smrra: What do you want to call Link and Slipper for?

Mr. Morr: 1 think there are values apart from the matter of special
localities where people are living. I think the consumer has something to say
in this. After all, to run into expensive routes, just to pass through a particular
locality, I think would be wrong at the present time. I think we should hear
the witnesses that we have today; if we feel that it is necessary to call other
witnesses we can discuss it then. After all we have a witness who is a learned
engineer and it may stop a lot of this discussion if we can go on and hear him.
If we are going to start calling witnesses for everyone who has experts then
someone might make a motion to call an expert from England and you would
never get anywhere. I suggest that we carry on the way we are and let us hear
what the witnesses have to say, and what information they can give us at the
present time, and forget about the rest of it as far as experts and other routes
are concerned. The witness may be able to give us some information about the
routes mentioned, or, of course, he may not.

60815—3
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The CrairmaN: ‘With the consent of the gentlemen who have made
suggestions, I think, in the interests of the work of the committee, that we had

better proceed and we can have some discussion later on.

Mr. Murray: Certainly I would not want to delay proceedings one minute.

But these gentlemen I have mentioned would be parties to the general picture.

Two of them would be great consumers of these products and they would have

something to say to the committee. &

Mr. Hiceins: I am only trying to understand this matter—I know very
little about it actually, but it strikes me that this morning, arising out of the
questions of Mr. Smith, the answers that Mr. Connolly gave with respect to
. what happens to the gas in the United States and the oil being in bond, had to
do with the question of American law. Mr. Connolly very frankly replied that
he was unable to answer these questions. I do think, sir, that we should have
an expert on the American legal situation before we make our final decision.

Mr. John J. Connolly, K.C., Counsel for the Petitioner, recalled:

By Mr. Decore: 3
; Q. T wish to ask Mr. Connolly a question with regard to page 6 of his
memorandum which says this: “The applicants for incorporation are prepared,
if authorized by the Board of Transport Commissioners, to build the first
described route, which runs through Canada in its entirety to Vancouver. They
are also prepared to build along any route which, after full consideration of all
the facts, may be deemed to be in the best interests of Canada as declared by
the board.”
The question I want to put to Mr. Connolly is does that mean to us that
the applicant is prepared to build this pipe line along any route of the fivel
routes referred to in this memorandum, or would it take into account other
- routes that have not yet been studied by this applicant?—A. Perhaps Mr. Dixon
can answer that more fully. Certainly, so far as the five routes are concerned,
the undertaking means exactly as we have written it—there may be variations.
Q. You do not know whether it takes in any other possible routes?—A. I
think Mr. Dixon should give that information.

By Mr. Goode:

Q. I want to ask one question which is in two parts. Mr. Smith made
an inference this morning regarding the possible connection between two parties—
the Morgan Stanley Company and the Bank of Canada.—A. I have made some
inquiries since I was here and apparently Morgan Stanley and Company have
no connection with the Bank of Canada.

Q. He also inferred that there was some kind of connection between Morgan
Stanley and Company and the federal government?—A. No; I have been
given the information since the ajournment, and I understand that the fiscal
agent for the government of Canada is the Bank of Montreal through its
New York office.

By Mr. Herridge:

Q. Mr. Chairman, I would just like to ask about three or four matters.
I am not very well versed in legal procedure but I do know, Mr. Connolly, that
it i1s necessary before a private bill is brought before the House of Commons
that the company concerned secure a sponsor to send the bill to the House of
Commons.—A. Yes.

Q. Did your principals approach or try to get any British Columbia member
to sponsor this bill?—A. I do not know; I was never at any time looking for
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g British Columbia sponsor as such. There were British Columbia men who
were interested but Mr. Maybank was the sponsor at the last session and he
took it on again. .

Q. When you were answering Mr. Smith this morning I think he asked
you whether there would only be one pipe line built through British Columbia
and I think you replied that was so, in view of the market?—A. I think so, but
that is a matter for Mr. Dixon, rather than for me. -

- Q. I would just like to ask a further question in that respect. In case
only one pipe line is practical whichever company gets that pipe line through
exercises a monopoly as far as distribution of gas is concerned?—A. That may
be, in British Columbia. .

Q. Mr. Connolly, you mentioned this morning that you referred to the
debates in the House on a similar bill last session. As a result of those debates
it appears from your evidence that the company decided to include additional
names as sponsors of the bill. Would you say that your company’s plans and
approach to the question have been somewhat changed as a result of your
reading of the debates in the House of Commons?—A. No, I think the plans
and approach are fundamentally the same and have been from the beginning.
I know that perhaps in most cases the names used for the sponsors—the nominal
sponsors—are people in a lawyer’s office, but it was suggested at one time that
the people that were actually interested in it should join as sponsors. That
was done. There was nothing mysterious about it. It was simply a step that
was taken—but certainly to meet the wishes of the members of the House.

Q. I have just one more question at this time. Did your company approach
Mr. Austin Taylor and Mr. H. R. McMillan and ask them to give their support

to this company?—A. Well I do not know; I did not do that branch of the
work.,

The ‘CﬁAIRMAN: Shall we hear Mr. Dixon?
Some hon. MEMBERS: Yes.

Mr. Green: No, no. I have several questions to ask Mr. Connolly.

Mr. TrHomsoN: I submit, Mr. Chairman, that Mr. Connolly should never
have been examined. He has explained his submission—which is all that a
man can do. He admitted to me this morning that any evidence he gave was
hearsay and the man that can give forthright first hand evidence is here—

Mr. Fercuson: He did not admit that it was all hearsay.
Mr. Taomson: He did.

Mr. Fercuson: That is your opinion.

By Mr. Adamson:

Q. I have a question which is rather a legal question and I think that
Mr. Connolly is the proper man to answer it. It does not refer to any technical
matters at all. Can Mr. Connolly inform the committee as to how the case was
resolved by either the A.P.I. or by the oil producers or gas producers of the
United States who made an appeal to the Federal Power Commission for the
prohibition or the drastic restriction of any further importation of gas and oil
into the United States. How was that resolved?

I ask the question for this reason: if the Federal Power Commission, as I
understand it, is in a position at any time to cut off the importation of gas or
oil into the United States, if your people build a pipe line into the United
States you are leaving yourselves surely in a position of great jeopardy?—A. On
the question of the American oil case I am not competent to answer. The other

points in the question are largely questions of fact on which I have not got the
information.
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Q. But you do know about the case being appealed to the Federal Power
Commission?—A. I do not know what the status of it is.

Q. I think this committee should have that?—A. I am sorry I have not
got the information.

Q. If they are going to prohibit the importation of gas and oil you are
going to have some trouble in running your pipe line out of there?

Mr. DEecore: I submit that we should proceed with the evidence of Mr.
Dixon and that Mr. Connolly can be called later.

Mr. Mugrray: I would so move.

Mr. Pearkes: On page 2 of the brief submitted this morning the witness
says that: “The proposed company will be closely associated with Alberta
Natural Gas Grid Limited, an Alberta company, incorporated for the purpose
of operating a natural gas gathering and wholesaling grid system in that
province.”

I wonder if the witness can inform me as to where that gas will be gathered?
Will there be a central gathering point at the extremities of one of those red
lines or will the gas seep into those red lines—which I presume indicate the route
of the system?

The WrirNEss: General Pearkes, would you defer that question to Mr. Dixon
because it is one that he can answer.

The CHAIRMAN: Just a moment, gentlemen, we have a motion by Mr.
Murray that Mr. Dixon be now heard.

Mr. Green: Well just a moment—

The CuAlRMAN: Mr. Green—

Mr. GreEN: Are you ruling out discussion on the motion?

The CuARMAN: There is a motion before the committee.

Mr. Green: I am entitled to debate it.

The CuamrMAN: I am accepting Mr. Murray’s motion and if you want
to debate it that is quite all right.

Mr. GreeN: I suggest that is a very high handed procedure and in effect
amounts to—

Mr. Mugrray: Mr. Connolly is a barrister and solicitor representing this
company—what does he know about its technical business?

The CHAIRMAN: Order, gentlemen. Mr. Green, go ahead please.

Mr. Greenx: Mr. Connolly has come here and given us a statement and we
are entitled to question him on that statement. That was done in the Senate
in just exactly the same way last year. There are different questions on which
Mr. Connolly alone is informed.

Mr. Murray: He is, of course, a lawyer.

Mr. Greex: We have a right to ask him those questions.

Mr. Decore: Mr. Connolly can be recalled if necessary.

Mr. GreeN: It is not a matter of recalling him. We have the right to
question him when he is on the stand.

Now, Mr. Chairman, you are not surely going to accept the motion which
in effect shuts off any further examination of Mr. Connolly. This is the time
to examine him and to finish with his story. There is not a great deal more
to it and I suggest this is entirely contrary to the procedure of committees in
the House of Commons if a closure motion of this kind is to be put.

If that is to be done we all recognize what it is.and we can act accordingly. I
would like to tell the members of this committee that this project is of more
vital concern to the province of British Columbia than any project that has
ever been mentioned for that province.
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AAW;;; have the position that the legislature of British Columbia passed a
resolution, unanimously, urging that this pipe line go through the Yellowhead
~ Pass because they want to have the development take place in British Columbia
~and not down in Washington. You can see the map there. These sponsors have
. marked the routes and the main route is the yellow line. That develops
Washington, and not British Columbia. The British Columbia legislature
‘has gone on record 100 per cent as being in favour of the Yellowhead Pass route
which will develop British Columbia. ®

The CuamrMaN: I would ask you to confine your remarks to the motion.

Mr. Greex: I suggest that the motion should not be entertained until we
have had a reasonable chance to cross-examine Mr. Connolly. Now there are legal
matters—for example he said this morning that this bill was the same as two
other bills. It is not the same, and I want to ask him about that.

The CrarMAN: I would respectfully submit that you will have the oppor-
tunity later to ask Mr. Connolly questions. The question now is whether we
shall hear Mr. Dixon at the present time. I am sure that Mr. Connolly will be
glad to answer any questions after that. I really do not see how you can object
to the motion. h 1 }

All in favour of the motion,—I am going to put the motion.

Mr. Green: I beg your pardon.

The CHAIRMAN: You can discuss these things with Mr. Connolly afterwards.

Mr. GrReen: An attempt is being made to prevent us from completing the
examination of Mr. Connolly. Why it that being done?

The CuAtRMAN: I think as Chairman I can see that a good deal of the
evidence that Mr. Dixon has to submit to this committee will enlighten us and
save us a good deal of time and enable members of the committee to ask possibly
-more intelligent questions of Mr. Connolly later, and therefore, I am going to
put the question.

All in favour of the motion made by Mr. Murray—

Mr. Greex: Mr. Chairman,—

The CualRMAN: All in favour of the motion of Mr. Murray,—

Mr. Green: Am I to be prevented from saying anything further? Are you
ruling that I cannot say anything more? |

The CrarrMAN: I am ruling that I am going to put the motion.

Mr. Green: In other words, you are refusing to let me talk any further on
this motion, is that what you are doing?

The CuamrMan: If you will confine your remarks to the motion, all right,
but if you are talking on the entire bill and the route, then you are out of
order.

. Mr. Green: What right have you as Chairman to rule that nobody else can
talk on this motion?

The Cramrmax: I do not get vour question.

Mr. Green: What right have you got, as Chairman, to rule that nobody
else can talk on this motion?

The CuamrMax: I say we are ready to put the question.

Mr. GreeN: You will not hear anybody else on this motion?

The Crarman: I will, if they are talking on the motion.

Mr. Green: I suggest that an orderly way to conduct this inquiry is to
finish with one witness when he is on the stand and not to be faced with the
necessity of breaking off, calling another witness, and then recalling the first
one. We will save a lot of time and we will get this story out in the proper way

if we carry on in the way that all other committees of the house carry on their
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business, and I suggest this motion should not be put at this time. The very
fact of the motion being brought in is an attempt made to cut us off—

The CuARMAN: Not at all. :

Mr. GreenN: —shows that there is an attempt to lngh pressure this thing
through the Committee.

Mr. HarknEss: Speaking to the motion, Mr. Chairman, 1 have two or
three questions I would like to agk Mr. Connolly, which I think lie in his
province in the legal end of things. A considerable number of other people have
been permitted here today to ask Mr. Connolly questions, and I do not see why
I should not have the same rights as other members of the committee who have
previously been able to ask questions. I would ask permission to ask these
questions of Mr. Connolly at the present time before this motion is put.

Mr. Fercuson: I want to assure you that this question is purely on legal
matters. Apparently that strikes a current of great amusement among the
audience who are doing more filibustering by their nonsensical laughter,
buffoonery and remarks. This gentleman is a lawyer. He is a barrister at law.
‘He is not a geologist or an engineer, and 1 reserved my question until the
other people had questioned him thoroughly. My question is purely and simply
on matters of law regarding charter, subsidiary companies that only a barrister
can answer intelligently. Now, then, am I to be denied the right because Mr.
Murray suggests that he would like to question somebody else—am I to be
denied the right as a member of this committee to be able to continue with the
present witness as is the custom in every court of law in the Dominion of
Canada? Am I being denied the right to question a witness, a lawyer on purely
legal matters that I am doubtful that my friend, who is a geologist and a learned
engineer, could answer? I think it is most unfair, sir.

The CHAIRMAN: Question.

Mr. Hicains: I am from the island at the other end of the Dominion
and I do not profess to know much about this matter but I feel we should
have first things first. I agree with Mr. Green, and the reason I agree is this:
I read the brief submitted by Mr. Connolly to the Senate and there could be
very considerable differences between that brief and the brief he puts in today,
and Mr. Connolly is certainly the one who can answer questions on that as
he is the one who prepared the brief. Before we get down to the question
surely we should clear up any differences there are in that very field. I do
not see how we can possibly question Mr. Dixon until we get those items
cleared up.

The CHAIRMAN: Are you ready for the question?

All in favour of hearing Mr. Dixon?

Carried.

“Mr. Greex: Can we have a poll vote on that, Mr. Chairman?

The CuAlRMAN: Yes, certainly.

All in favour of the motion to hear Mr. Dixon, please answer \Cd when
your name is called, and those against answer nay.

The CLErk: The result is yeas, 28; nays, 14.

The Cuamrman: The motion is carried to hear Dr. Dixon. I would ask
Mr. Dixon to give a short outline.

Mr. A. F. Dixon, Geologist and Engineer, called:

By Mr. Connolly:
Q. Mr. Dixon, you are one of the incorporators of this particular company?
—A. Yes.

2




. Q.What is your education, Mr Dixon?—A. I am a graduate of Harvard
College, of the Harvard Graduate School of Applied Science.

- Mr. Apamson: Would you speak a little louder please, as we have difficulty
in hearing you at this end of the room.

By Mr. Connolly:

v Q. What is your present firm or present business association?—A. I am a
member of the firm of Brakow, Dixon, and MacKee which has been in existence
since 1919. -

Q. What is the business of that firm?—A. Engineers in petroleum and
natural gas, and geologists. :

Q. How long have you been in that business?—A. Since I graduated from
the Harvard Graduate School of Applied Science in 1911 T have been working in
geology. : %

* Q. Mr. Dixon, have you had experience in connection with the construction
and operation of pipe lines before you entered into this project?>—A. Yes, I have
had a very large amount of experience.

Q. Would you say what countries you had that experience in?—A. Well,
all my experience in the pipe lines has been in the United States to a major
extent except in very minor things outside.

Q. Now, would you, for the benefit of the committee, outline the extent
of your experience on gas pipe lines in the United States?—A. I was geologist
and engineer for the first pipe line in the United States that was built with publie
financing. That was the Houston Gulf line from Corpus Christi, Texas, to
Houston. That was in the year 1928, I think. Before that I had been working
on a great many other small enterprises, estimating gas reserves. Starting in,
I think, in 1924, I did my first work on natural gas. No, that was not quite
right. 1 worked on natural gas for the United States government during the
first world war, making estimates for them of the reserves of natural gas in
Texas and Louisiana. I worked on a whole series of small enterprises. This one
that T just mentioned grew into the United Gas Company, which is now one of
the large gas companies in the United States. 1 was engineer, making the
surveys and éonstructing the line as inspector and engineer of the line from
Houston to the northern part of Louisiana. That was in the year 1929, I believe.
Then I worked as a geologist for the Southern Natural Gas Company which is
a line from Louisiana to Alabama and Georgia. That was a line about seven
or eight hundred miles long. I worked for the Missouri Kansas pipe line, which
started an enterprise to build a line out of Huguton, Kansas, and the Panhandle
field of Texas. I did a good deal of work on that, making the field surveys as
to how much gas would be consumed. My partners did the work on the gas
reserves and I was in charge of the construction of the line up to the time it was
built to Indianapolis. That was a line of ahout 950 miles in length. It has
since grown into a line extending all the way to Detroit and, T think, counting
the double lines, it is three thousand miles in length. I am not quite certain
just how many miles of line we have, but that is one of the great gas lines of
the United States. Afterwards, I became a director of that company for a good
many years.

I was among those who promoted the Tennessee line, which is a line which
starts near the border of Mexico. The first project ended in west Virginia and
it is now being extended to Buffalo. That was originally a line twelve hundred
miles in length. That was built during the war. 1 was the consulting engineer
during the construction of that line. I had been the engineer, at the start, of the
El Paso line, did the work for them in estimiating the gas reserves, estimated
the market and built the line. That original line, which was about two hundred
and forty miles long extended from Lea County in Mexico to El Paso and its

environs. That was in the year 1928, I think. That line now has been extended
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to California and ié one of the great lines of the world. T am still their.

consultant on gas reserves and other matters.

Mr. SmitH: On what other matters than reserves?

The Witness: Markets, and some things, on construction.

Aside from this, I have done work in a small way for other companies such
as the Transcontinental, which is a line from Texas to New York. All I did for
them was to make some estimates on a part of their gas reserves to appear
before the Federal Power Commission.

I have appeared before the Federal Power Commission, many regulatory

bodies, state bodies, and the Department of Justice of the United States. I
qualified as an expert on construction, markets and gas supplies.

The start of the present enterprise was really about four years ago when
in looking at the map of the United States we decided that one part of the whole
North American continent that did not have any gas was Vancouver, south to
Portland. 1 was at that time working in California and we drove up and
looked at the market in the general region along the coast and we decided
that that certainly was an excellent market for gas. I then went back to New
York and our first idea was to build a line from the Huguton field in Kansas
across Wyoming down to Portland. So I drove along the length of the route
making a rough sketch, marking on a map as I went along and trying to make
an estimate of the costs. That was, of course, a very long line, but it looked
fairly feasible, but it seemed that we might find a place that was nearer, so I
went up to Alberta. , ; ‘

Mr. CoxnNoLLy: Is this the first time you had ever been in Alberta or had
any association with 1t? ;

The WrrNEess: I had been in Alberta quite a few years ago along the southern
boundary when I was looking at the gas fields there where they had a little
extension coming down to Shelby and those small towns there.

Mr. Smita: That is just uded for power in drilling oil wells, that little stub,
is it not?

The WirNess: Yes. My partner, Dr. Brokaw, had worked in Alberta thirty-
eight years ago while he was still in college. In the year 1934 1 was given the
job of making a study of bringing gas from the Turner Valley field to Winnipeg.
We worked on that and as of that time decided that it did not seem feasible to
bring gas that great distance for the comparatively limited market there and so
nothing was done about it. About three years ago my partner did some work
for the Flin Flon mines to try and get gas in Saskatchewan. There was not much
gas there. At least there didn’t seem enough to justify building a line back into
Alberta where there was an abundance of gas, making the gas more expensive
than the fuel they had, so that project was dropped.

So, we had Alberta somewhat in our minds for many years. I went to Alberta
and first thing called on Mr. Tanner who is the Minister of Mines, and all the
gas companies there, and got such information as I could on the gas supply,
and it seemed to me they had—this was over four years ago—enough gas to
justify a line. I then started to see if there could be found a route from Alberta
to bring the gas to the coast. I first went through the Kicking Horse Pass,
around the Great Bend, through Kamloops, and down the Fraser river. That
looked like a reasonable route on the map but it soon proved to be one that was
utterly impossible on both ends. I then came back and went down across the
Banff national park, down to the Radium Hot Springs, down to just opposite
Trail, and then in to Cranbrooke. I had a small plane and flew over the moun-
tains there, there being no road in that immediate region going towards Trail
except those making a long circuit around the mountain. I.came back through
Kicking Horse Pass and then went south around to the Glacier national park
in the United States. That route did not seem at all feasible.
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 Then we worked back from Vancouver. At that time the road had not been
started going up towards Hope—the recent road that has been constructed there
is through Princeton and Hope—and then I came through the Yellowhead pass
north of Kamloops and although I did not make a very careful study I thought
I saw enough of it to think that there were other better routes. ;

I then went down to see if we could find some way to get across the mountain
barrier and found that there was a tunnel between Vancouver and Seattle that
had been abandoned by the Great Northern Railway which took away the diffi-
culty of going through the Cascade range. Then we studied that route with -
congiderable care. _ ,

After we had done this work, which involved two summers of work, we then
decided, the group that was doing this with me, two other gentlemen and my
partners—we had put up all the funds for that work up to this time—we decided
that we had possible routes, a good market and plenty of gas, so we felt justified
in getting other people to come in with us, folks who had been associated with
us in other enterprises, to put in money with us and we started to hire people
to do some more work. We then hired Mr. Slipper and others to work on the
geology, and also my partner worked on the gas supply. My partner worked
on that while I worked chiefly on making the contracts for the purchase of the
gas and the market and the routes. We hired the firms that are controlled by
Alfred Swinerton, who is an engineer and contractor whose main office is in San
Francisco. We thought that he was the most competent person for such work,
as he had built the line from the Barco concession in Colombia near Venezuela
across a branch of the Andes mountaings into the valley of the Magdelena.

I was familiar with that country and knew how difficult it was to build
anything. He also built the oil line in the United States coming into Salt Lake
City. He is a well known and extremely competent contractor and engineer.
One of the companies that he controls, the Haddock-Engineers as well as the
Pacific Pipe Line and Engineers Limited, made an agreement to do work for
us in locating a line. For two summers they have been working back and forth
across that country making a survey, and the result is that we have picked out
what we call five routes. As you can see by the map on the wall, some of the
routes join in with the others, so you can see there are many more routes than
that because it depends on how many times you would tap into the United States.

There is one route we have that goes entirely through Canada as far as
Vancouver. The other one goes south to a point near Spokane, then crosses to
the flat plains of Washington to the Cascade mountains and then through the
tunnel and then branches, the main branch going north, and another branch
going south. I think you can see the different colours on this wall map. This
red coloured route is an all Canadian one until it reaches a point near the border
in British Columbia, where it comes down to Portland and to Seattle. The other.
line leaves British Columbia, at Kingsgate, comes down to Spokane, then goes
through the tunnel. It is more or less the line from here going both ways, it
is common to all the different lines.

Another projected line leaves British Columbia at Kingsgate, comes down to
Sandpoint, follows around close to Trail and then comes to a point a little west of
Allison Pass. Another project comes across to Trail, then drops out of Canada
into the United States just south of the border and goes to Allison Pass. The
cmpany for which we are now asking a charter starts at a point near Pincher
Creek which is here. All the rest of the line is all in Alberta and is what we call
a Grid System. This grid system will take the gas from the various fields and
we are constructing it of such a size and capacity that if for any cause the
gas declines in the Turner Valley field which now supplies the major portion of
the gas in Calgary, our system would be able to supply all the gas to Calgary
with hardly any change except for a few compressors.
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The gas will be brought from here (indicating) through the Kicking Horse
Pass which is by far the best pass that I have seen through the mmmtams——

Mr. Green: The Crow’s Nest Pass—

The Wirness: —down to this point (indicating)—that is common to all
_ projects. The thing that has not been determined is whether the line should
follow this yellow route, the red route all the way, or the blue route, or any
various combination of those routes. Of course you all know that part of the
route is flat open plains and fairly easy to go through all the way from Kingsgate
to the Cascades. From this point there is a very high mountain range with no
roads and it is a very difficult route.

Along this route it is very twisty and difficult, because of the fact that the
ground is moving. They have a route that has been constructed there through
Allison Pass and they estimated the cost at $4,000,000 but it cost $12,000,000
because, as they cut into the side hills the hill moved across. That makes for
very difficult pipe line construction. That is what makes the line more costly
in going through the Canadian routes. It is just the difference in terrain.

I have an estimate of costs of construction of these lines which I think might
interest you. These costs include both pipe lines and compressors. As you ean
see, taking all that route—(indicating) practically all of the gas comes to this
point, (indicating) and then a large part goes south. Coming through this route
(indicating) then the gas in divided and goes in two directions. That makes
necessary different sized pipe in two different projects, but everything is figured
on the same amount of gas in each projeet—excepting here at the atomic energy
works which is too far off if we go on the all red route. You could not supply
that market on account of a range of mountains and the great distance from
here to here (indicating).

Mr. Pearggs: Could the witness indicate thc Yellowhead route?

The Wirness: The Yellowhead route starts at Edmonton—I have heard the
testimony in regard to the route although I claim to be no authority on it but I
have been through it. It comes through Yellowhead Pass by Mount Robson
and then it follows down somewhat along this railroad here (indicating). There
is no highway through here—or at least only a very poor highway. I have
been through here on the train and I have gone up part of the way here
(indicating) as far as you can go in a car and then you take the train down
here (indicating). Tt is all difficult construction, both through the Yellowhead
and in the regions down here (indicating). It was certainly such that other
routes seemed to be more desirable at the time. We are still working and expect
to work all this summer on these various routes. It is a big job and takes a long
time.

Now route A is the all red route and the estimated cost for that—over and
above interest and incidentals, organization expense and a whole series of other
expense which would be common to any route—was $78,806,000.

By Mr. Green.:

Q. Is that down to Portland?—A. Down to Portland, yes. They all cover the
same markets excepting that only one can get to the atomic plant.

Q. How much 1s it to Vancouver—that line?—A. I do not know whether I can
give that. This is highly academic because you cannot build a line to Vancouver
unless you go ahead and build away from there.

Q. You can tell the cost to Vancouver and then from Vancouver to Portland,
can you not?>—A. Now on route A, that is the red line, it is about $47,000,000 to
Vancouver.

Q. That would be about $31,000,000 then from Vancouver to Portland?—A.
No, the other branches and so on make it a little more difficult than that.
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i o By Mr. Harkness: - ; -
Q. What point of departure are you taking for that route?—Are you taking
Pincher Creek?—A. Yes; it is a little further over than Pincher Creek—no, in
this one I am taking Pincher Creek. ;

Q. This is exclusive of the grid system—the gas gathering grid system?—A.
No, the grid system is common to them all.

Q. But the point I am making is that the figures you are giving are exclusive
of the grid system in Alberta?—A. Which figures do you mean?

Q. The figure of $78,000,000 and then $47,000,000?>—A. That includes the
grid system. :

Q. It does not?—A. It does. I thought you were trying to make a com-
parison between two different routes.

Q. You said that the point of departure was Pincher Creek?—A. I was
answering another question which I thought was about the difference in cost from
one point to another. That is a little difficult to answer because you must give
it on the basis of the over-all cost of the whole enterprise.

Q. My question was whether Pincher Creek was the point of departure and
the basis on which you compiled the figures of $78,000,000 and $47,000,000, and
you said yes.—A. No. ,

Q. Pincher Creek is not the point of departure?—A. I was wrong—if we
misunderstood each other— \ :

Mr. Goobe: May we just get the figures first and then members may ask all
the questions they want. It is especially important to the members from British
Columbia and we will only be confused.

Mr. Sarra: That is not true of anybody else.
Mr. Goope: Speak for yourself.

The Wirness: I think I might give some figures which will answer the ques-
tion. The grid system is $23,872,000. The Alberta Natural Gas Company’s
main 24 inch line starts at a point near Pincher Creek and goes to a point near
Vancouver. The cost for the all-Canadian route is $47,829,000. The Spokane
lateral which would come down here (indicating) would be a twelve inch line.

By Mr. Smath:

Q. It would not be a twelve inch line, following that pink route?—A. That
would be just a line to Spokane. I think I have some error here—I have a figure
of about $100,000 but I think there is something wrong here. That is not a
very large part of it—it may have been rubbed out.

Q. It would be a main line, the same size as the other?—A. The line which
is here is a twenty-two inch line costing $1,385,000; and the lines around
Cranbrook and Kimberley come to about $2,500,000. That, with a few little
branches makes a total, including the Alberta Natural Gas Company of
$73,465.000.

Mr. Green: What was the one down to Portland? I did not hear it? You
were speaking towards the map when:you gave that figure.

The Wrrness: I have not got that—wait a moment—all the figures I have
given you are for the lines in Canada. The line going into Portland is
$13,409,000. That is the line in the United States branching off from the main
line to Vancouver.
~The Spokane lateral which is twelve inch is $3,602,000. That is the part
in the United States. The other figure I gave you of $100,000 was for the part in
Canada. You see how the lateral coming from here on down is partly in Canada
and partly in the United States.

Mr. Smita: What is the diameter, O.D., of the pipe south to Portland?
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The Wirness: Twenty-two inch to a point near Seattle and twenty inch
from there to Portland.

Mr. Smita: O.D. means outside diameter, does it not, just so we will know?

The Witness: Yes, sir.  Then we have various other laterals.

By Mr. Green:

Q. What are they?—A. Those are laterals in the United States. A lateral
to Everett, to Tacoma and Centralia.

Q. To Centralia?—A. Yes. Then we have the compressors which add about
another $20,000,000 to it. Altogether, on this line, the total cost, which I suppose
is the thing of greatest interest, in $92,000,000 in Canada and in the United States
is $18,500,000, making a total of $110,604,000.

Q. That is on the all-Canadian route?—A. That is the all-Canadian route.

Mr. Fercuson: What is it for the American route?

The Witness: Well—that includes the line to the atomie, plant which is
really not making a comparison—I have a figure of $61,862—but if that was left
out, I could not give the figure.

Mr. Greex: You could work out figures for each could you not?

The Witness: Yes, but you must consider these figures as somewhat general
as it is pretty hard to make a direct comparison. Different sizes of pipe are
needed when you are going in different directions and as near as we can get in
going over the route that is most American as against the route that is most
Canadian—that is all-Canadian actually to a point near Vancouver—the cost
is $78,806,000 as against $61,602,000.

Mr. Fercuson: $62,000,000 as against $79,000,000? -

The WitnEss: Yes.

Mr. Smita: The compressors are included in both figures?

The Wirness: Yes.

By Mr. Green:

Q. You had a figure of $110,000,000 odd on the Canadian line. What is the
corresponding figure on the line which goes through the States?—A. $94,645,000.

Q. How much of that is spent in Canada and how much is spent in the
States?—A. $45,640,000 is spent in Canada and $49,005,000 is spent in the United
States, making a total of $94,600,000.

Q. There is more spent on that line in the United States than in Canada?—A.
Much more is spent in the States on that one. Of the $110,000,000 there was
only $18,500,000 spent in the United States.

Mr. HargxEss: Mr. Chairman, this information in regard to costs, as far as
I am concerned, has become very confusing. I am. quite familiar with the
geography out there, having driven over it several times, and I think that people
coming from other parts of the country must be terribly confused as to where
these lines are and as to their cost. In order to clarify the situation I would
suggest that it would help the committee a great deal if Mr. Dixon could prepare
a table showing in a simple form route one, from Pincher Creek to Vancouver
all-Canadian and the total costs, and route two, from Pincher Creek through
Spokane to Seattle, or wherever it goes, and deal with the other routes in the
same way, specifying the main places and the total costs in each case. Then we
would have it in a form which we could readily assimilate.

The Wirness: Yes, I have practically prepared that information right here.

Mr. HarknEess: My point is that we are going on and everyone is getting
confused.

The Cuairman: Yes, for those of us who do not know the terrain that might
help. Could you do that?
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The Wirxess: I could do that tonight.

The CrarvaN: And have it for the next meeting?

The Witness: Yes.

Mr. McCurrocu: Have it broken down by different numbers.

The Crarmax: Will we go on then to the other phases of the project?

By Mr. Green:

. Q. Have you got any figures on the other three alternate routes?—A. Yes,
the route that is red to Trail, which is here (indicating) and then blue to Osoyoos,
and which follows on to there (indicating) will cost $76,550,000.

Q. About $4,000,000 cheaper than the other route?—A. Yes. It is interest-
ing to note that the distance on the all red route is 1,011 miles—that is the one
that we are calling the all-Canadian. The American route is 930 miles. It is
much shorter to come down this way than it is to go across (indicating), strange
as it may seem, because you must dodge around among the hills so much. Now
the route which we call route D is the same as the all red here, and then blue to
here, and then joins the main line of the red route again. The cost is $77,740,000.

The route which we call route E leaves British Columbia here (indicating)
and follows the blue line back to Osoyoos. The cost there is $75,980,000. That
is cheaper, although the route itself looks a great deal longer.

Q. Have you got the mileage for the other three routes?—A. Route A is
1,011 miles; route B, which is the orange part is 930 miles; route C which is
red to Trail and blue to Osoyoos is 1,013 miles; route D, which is along the
blue and yellow to Trail is 1,015; route E which is the all blue route is 1,020
miles. ;

By Mr. Pearkes:

Q. Are those figures to Portland or to Vancouver?—A. They are over-all
figures.
Q. To Portland?—A. Yes.

By Mr. Green:

Q. From Pincher Creek?—A. It is taking in the same places.

Q. From Pincher Creek? Do they start at Pincher Creek?—A. They
start at Pincher Creek. To make an over-all comparison we had to take in the
same towns because they are all to be reached by the system.

. Mr. Fercuson: May I remind you, sir, that you would not have had all this
trouble if your boys some years ago had not started hollering “54°40" or fight”.

Mr. McGrecor: When we get the different routes could we have a sketch
that we could look at. You say for one part it is so much, and then you get
another figure if you take another part and son on—I do not think that anyone is
much wiser. I think that we should have a sketch representing the cost of each
route and one which shows each route; then we would have something to follow.

Mr. Smita: May I ask you if those distances you have mentioned have
been measured or are they from scale?

The Wirness: They are from scale, but we have gone over practically all
of this excepting the open plains, either on foot or on horseback.

Mr. Green: How far is it over your route from Vancouver down to Portland?
That is common to all.

The Wrrness: That is common—it is 279 miles.

Mr. PrupHaM: Mr. Dixon, would you care to estimate the length of the
Yellowhead route, if they were to use that, from Edmonton?

The Wirxess: I do not know; it was given in the testimony in Alberta, but
I have not got a transeript of it here. .




By Mr. Green:

Q. Have you got any costs on the Yellowhead route?—A. Nothing except
what they gave—I have my own ideas but it has never been worked out.

?Q. You never worked out an estimate of what the Yellowhead route would
cost?

Mr. Murray: Would you care to do so?

The Wirness: No, that would take two months.

The CHARMAN: Mr. Smith, you are next.

The WirNess: You would also have to wait for the snow to leave the
ground; you cannot make an estimate when the snow is governing eve;ything.

By Mr. Smath:

Q. I would like to follow up the suggestion made by someone that we
have a sketch plan. Mr. Dixon is saying “from here to there” but we have
" nothing to follow—I am not blaming you, Mr. Dixon, but I was thinking that
when you are making the sketches which you will give us at some time convenient
to you, where the routes turn you should put down the names of the towns or the
mountains or places so that we, sitting here, can have an idea of what we are
discussing. You see, a transerit is being made of this but it does not help one
to see in the transeript the words “from here to there is so many miles,” when
you do not know where “from here to here is.” When you are doing that
I would think that all you would need to do would be to include the junctions or
turning points and we could understand it very easily.—A. Yes, I think I could
do that for tomorrow. ! ¢

Mr. Green: Have you figured the distance of the Yellowhead route?

The WirnEess: No, I have not figured that. It was all given in the testimony,
although they testified that they had not been within ten miles of parts of the
route so I do not know what degree of accuracy they have.

Mr. Smira: Well, if we are going into that, I might say that I have read the
testimony, Mr. Dixon, and I do not think that we want the whole of the
testimony given in Alberta put in here. I do not think that I would open the
door if 1 were you.

Mr. ConnNoLLy: Mr. Dixon, would you have something to say, not only
about the cost of construction, and the cost of maintenance on the various routes
but with particular reference to the rates to be charged to consumers.

The Wirngss: Of course the cost of the line must be borne by the people
that buy the gas, unless the government can subsidize them—which I have never
heard of being done—and the more expensive the route is, other things being
equal, the more costly the gas is.

Mr. SmiTa: And that can be figured accurately, can it?

The Wirness: If we know the difference in cost it can be figured accurately
as far as the interest on the investment is concerned but there is another item
which may be very large which, in this case, is extremely difficult to figure, and
that is the maintenance cost. If we are up in high mountains, difficult of
access, with no public highways nearbys naturally the maintenance cost will be
much higher.

By Mr. Prudham.:

Q. Is it necessary to have a highway to service the pipe lines?—A Naturally
the line should be walked every day.

Q. But would you need a highway to service it?—A. It is nice to have a
highway but you must have access to it. You do not need a good highway but
we want a highway that you can take a caterpillar tractor over. It is better
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~ to have a dirt highway that is not much good to drive an automobile on rather
~ than to have a fine highway because the highway authorities will not allow you

to carry equipment over a good highway. il

Q. That is, for construction?—A. For maintenance, too. You have to get
~ heavy equipment there for maintenance. You cannot manhandle twenty-four

inch pipes. You have to have heavy equipment there to do anything. When
~you have a break, it is essential to get caterpillar equipment there
immediately.

Q. And weould proximity to a highway cheapen the cost of construction?—A.
~ Yes, it cheapens the cost of construction a great deal. A very large item in the
cost of the line that we are contemplating through the all Canadian route is the
cost of access route. ;

Q. Would not the Yellowhead Pass be more accessible than some of the
southern routes from the standpoint of highway construction?—A. I do not
think so. As I have said, I have not driven over the route as there was no
highway passable at the time I was there.

Mr. Decore: How long ago was that?

The Wrrness: That was last summer. It was possible to get through with
a car but it was very difficult, and excepting for this one big erowd that came
through on a sort of a party trip to show it was a good road, I never heard
anyone that had driven over it, but it is being built now.

Mr. Greex: The Yellowhead Pass is a good many hundred feet lower than
the Crow’s Nest Pass?

The Wrrness: The actual difference in elevation is of very minor importance.
You can go up and down with a pipe line without any difficulty. The great
thing you must avoid in a pipe line location is not to have slide hill cuttings.
That is the worst possible thing, for that is apt to cause movement of the
earth and it is very hard to maintain.

Mr. Murray: What about snow slides?

The Wirness: A snow slide itself would not do any damage except in regions
when they have a thaw, the ground is apt to move. That is the great trouble
with the Allison Pass route. That is what occurs there. The ground is in
continuous movement. I do not know whether it will settle now or not. We
can tell better this spring.” The road has been there only a short time. As soon
as the snow is all off the ground we can see whether the whole hillside is
gradually moving down. ,

Mr. PrupaAM: Does the pipe have to be covered with earth?

The Wirness: Yes, you bury it entirely to at least eighteen inches above the
top of the pipe.

By Mr. Adamson:

Q. Mr. Dixon, you have mentioned two mountain passes. Now, just to
make it absolutely sure, is it the Kicking Horse Pass or the Crow’s Nest Pass
you are going through?—A. We are going through the southern pass, the Crow’s
Nest Pass.

Q. But you mentioned the Kicking Horse Pass—A. That is the one I men-
tioned I was through originally. That is a delightful scenic route but it is not
a very good pipe line route.

By Mr. Connolly:

Q. For the benefit of the committee, Mr. Dixon, would you make some
comments on the cost of gas for consumers in Vancouver, let us say, depending
on which route is followed here?—A. I think the total cost, assuming that
eventually Vancouver takes considerably more gas than the people of the gas
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company there now estimate, that the total burden on Vancouver will be in the
order of a million dollars a year due to the difference in the routes. That is,
for Vancouver and the surrounding territory. It is a very hard thing to figure
exactly but it will be somewhere between $700,000 and $1,200,000 that they will
have to pay extra year after year.

By Mr. Ferguson:

Q. Assuming the communities between Vancouver grow up, would that not
reduce the cost? I do not understand that question? If the pipe followed an
all-Canadian route and the communities along that route grow up, would that
not reduce the Vancouver cost?—A. It would reduce it just exactly the same
as the Vancouver rates.

Q. So there is a possible reduction in the future rate along the line, not
simply to Vancouver?—A. The same thing could apply if it was going through
Washington and that community grew. It would lower the cost for everybody
when you have a line here.

Q. You have to make so much money out of the entire line?—A. Yes, and
where we sell it we are regulated by two governments, two states, and two
provinces, and we certainly will not have a chance to charge more for the gas
than we should. '

By M~r. Green:

Q. If you use the all-Canadian line then the American cities of Seattle,
Tacoma, and Portland would have to pay more than Vancouver, would they not?
—A. If you use the all American line?

Q. No, the all Canadian line?—A. Well, you can look at it this way: Less
than a quarter of the gas will be sold in Canada, that is generally admitted.

Q. Over three-quarters of it is to be sold in Washington?—A. Sold outside
of Canada. Now, we are regulated in the United States, and whether or not
the Federal Power Commission would allow any gas to come into the United
States if there was a big differential against the States, I do not know.

Mr. Greex: Well, you certainly would not make Vancouver pay as much
as Seattle or Portland if they were at the end of the line?

The Wirness: Ordinarily it makes no difference. ‘Spokane, Seattle, Portland
and Vancouver all pay the same. It would be the ordinary method of calculating
the cost of gas. .

By Mr. Ferguson:

Q. Would that be regardless of the route?—A. Regardless of the route.
That is a prineciple that has been almost universally applied in the United States.
Those who are located nearer the source and a short distance away, say that they
should get a lower rate but as you know the cost of gas depends on the amount
of gas you carry because you can carry a very large volume of gas at a great
lower unit than you can a small quantity. Therefore, taking this cost Portland
would have as much to do with the total load and the total cost and the overall
expenses as Spokane, say, which is the nearest point.

By Mr. Prudham:
Q. Would that apply to Alberta consumers as well?—A. Well, the Alberta
consumers are in a different category.
Q. Alberta consumers using the Grid system?—A. We do not expect to
supply any consumers direct. We expect to supply them at the city gate.
Q. All right—to the company that supplies it to the consumers then?—A.
That will be regulated by the Alberta Public Utilities Commission.
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i : AQ.':Does the ﬁhole system share the cost of the Grid system in Alberta?
~ Does the entire pipe line system share the cost of the Grid system in Alberta?—

~ A. The entire cost of the Grid system will be borne by the enterprise, the .entire

- cost. Then, as gas is supplied to other communities that will be up to the

. Albertans to determine what the cost will be. But they will be getting it at a
| much lower price than in any other way as it will be an incremental cost.

Q. Does it make any difference which end of the Grid system is tapped; does
it make any difference whether it is from the north or the south end you take the
- gas for export? Does it make any practical difference at all>—A. An enormous
difference, yes sir, because the main supply of gas—this is a matter of opinion—
but to my mind the main supply of gas is in the southern part of Alberta.

Q. Do you not think that situation is changing fast?—A. No, sir, I think it is
just the opposite. ‘ :

By Mr. Smith:

Q. A lot of people disagree with you on that?—A. There are some but I
think many people agree with me. :

Q. Men like Drs. Knauss, Dodge, Link, to name only a few?—A. Well, as
you say, it would take a month’s discussion to go into that.

By Mr. Ferguson.:

Q. Mr. Dixon, the Grid company is, I presume, an Alberta chartered com-
pany?—A. That is right.

Q. That company will be owned exclusively by the stockholders of the major
company ?—A. No, forty per cent of the stock of that company will be at least,
and maybe much more will be owned by people in Alberta.

Q. The control would be entirely in your hands?—A. Well, in a way, I think
I would say yes, the control will remain in our hands.

Q. Sixty per cent stock ownership will assure that?—A. I think that we,
being the people who knew more about it, would be in control with forty per
cent.

Q. The Grid system collects that gas?—A. Yes.

Q. Manufacturers and people living adjacent to the Grid system, will they
be paying the same price for their gas as the people in Washington?—A. I do
not understand the question.

Q. Will the plant and the users, consumers, living adjacent to the Grid
system, be paying the same money as the consumer in Washington?—A. No.

Q. Now, just a little while ago, I must have misunderstood, I believe you
said they must all pay a uniform price for the gas?—A. That is on the main big
line. :

Q. So therefore, Vancouver would pay identically with the state of
Washington?—A. Yes.

Q. Would not the state of Washington have control as to what price you
could charge the consumer?—A. No.

Q. They have no control over that whatever?—A. That is a question—I
am not a lawyer—but I have heard & great deal of conversation on it. It is the
Federal Power Commission that has control there.

Q. But as a rule, if you desire to enter a community and establish a gas
supply company, I think you would have to assure them before you would get a
franchise as to what price they would have to pay.—A. We would not sell any
gas at retail.

Q. I beg your pardon?—A. We do not expect to sell any gas at retail.
~ Q. You will sell to the people who have-that franchise already?—A. Yes,

the only exception to that will be in the gas supplied to the Consolidated Smelting
Company at Trail and to the atomic commission.
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l? Why are they getting a special price?—A. They have a very Iarge
market.

Q. Of their own?—A. Right there, of their own.

Q. A larger market than the city of Vancouver?—A. The two combined
have.

Q. Trail and the atomic commission?—A. Yes, they have a much larger
market, than the city of Vancouver.

Q. If you are permitted to operate within these communities you lel have
to make a contract at a certain flat rate?—A. We cannot make a contract
until we get our charter.

Q. You would?—A. We will try to.

Q. But that has been under discussion?—A. Yes, for a long time. They
have given us estimates of the amount of gas they will take. .

Q. Has the city of Vancouver negotiated with your company in any way,
shape, or form regarding price?—A. Not at all, nobody has.

Q. Distributors there at the present time, have they made any agreement
to your knowledge with the city of Vancouver as to the price they will pay to
purchase from the distributing company?—A. No.

Q. So they have not any idea of what benefit they are going to derive
from this project?—A. Yes, they have very definite ideas.

Q. They have had no discussions on it so they must be surmizing?—A. They
are surmizing to this extent that they do not know what the cost of the con-
struction is going to be.

Q. Do they have any idea whether it is going to be twenty per cent, forty
per cent, or sixty per cent less than their present cost?—A. We have discussed
it with them and our sale will be on what is known as a demand and commodity
rate, and all we can earn in this project is the amount fixed by the government.
We can earn so much on what we have spent and no more. So the cost of the
enterprise, provided we can sell our gas is something that is immaterial to us.

Q. The cost of the gas is immaterial because you only charge so much?—
A. Because we can only earn so much. We have to charge enough to earn
that and we cannot charge any more.

Q. Do you mind stating the maximum rate you can earn on your costs?—
A. Tt is six per cent in the United States and I think seven per cent in Canada,
I am not certain.

Q. Good old Canada, seven per cent for Canada.—A. That, I think, is the
rate now.

Q. Is that the law of this land?—A. I beg your pardon?

Q. Is that the law of Canada?—A. I do know what it is in Alberta.

Q. Well, before we pass the charter we ought to pass that on to the
committee.

Mr. Morr: The gentleman here is from Ontario (Simcoe North). T come
from British Columbia and I am under the public utilities there and that rate of
return has nothing at all to do with the whole country. I understand the publie
utilities selling wholesale in British Columbia are allowed five per cent. 1
thought that Mr. Green would probably know more about that than I. T think
the publie utilities profit in British Columbia is five per cent. That is what
the British Columbia Eleetric, who handles this gas, is allowed to make selling
to the consumer at retail, they being a wholesaler.

By Mr. Ferguson:

Q. This pipe line is going through Alberta and British Columbia. I am -

asking this for the people of British Columbia. I am as interested in them as
you are, probably. They are permitted to earn—these people are going to be

[t
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permitted to earn for the exclusive franchise of running this line from the field
~ where the gas is got—they are going to be permitted to earn over and above
their total expenditure, and I understand that there is a law to that effect, but
~is that a state law which says you cannot earn over six per cent, or is it a
federal law, Mr. Dixon?—A. It is not law, it is the Federal Power Commission
that says that. They fix what they call reasonable earnings. It used to be
- six and a half per cent.

Q. And our commission here is easier, for you are going to be permitted to
earn seven per cent in Alberta?—A. But that is not the law.

Q. I want to see why it is six per cent in the United States—Is it state,
provineial or dominion law—and I want to know why it is seven per cent in
Canada. It is time we learned in this committee that they are getting seven
per cent instead of six per cent from Canadians on the same project.

Mr. Prupaam: That is in Alberta.

By Mr. Ferguson:

Q. Are you only going to be permitted to earn seven per cent of your money
in Alberta and not in British Columbia?—A. T do not know the rules in British
Columbla

Q I am not sure, because in the United States it is a federal law, a federal
commission, so if we have not got such a thing in Canada it is almost time we
introduced it to our committee.

The CuamrMAN: That is out of our jurisdiction.

Mr. Smita: Mr. Chairman, I think I can clear this whole matter, about
the Alberta situation, up in a minute. I have been in all the gas inquiries for the
cities of Calgary and Edmonton ever since they had gas. The situation is
this: they set up a capital structure and then they are allowed to earn a given
percentage on that. That percentage was not the same, for example, in
Calgary as it was in Edmonton because of the risk factors, deprematlon factors
rand all of these things which enter into it. As you know, when you lay a
pipe line through alkali country, electrolysis sets up and the pipe disappears
a lot faster than if laid over rock. It fixes a percentage having regard to all
the various factors in any project. That principle, I assume, will still carry
through and I still agree with the gentleman here that in British Columbia
they have such a public utilities law, they have such a statute in British
Columbia.

Mr. AppLewHAITE: I think those regulations apply to all companies con-
cerned and therefore do not refer to the operations of one particular applicant.

Mr. Murray: What would be the volume to Trail and to the atomic
energy plant, per year, do you know?

The Wirness: To Trail, the president has told us, through his engineers,
that it will be a minimum of three billion a year and possibly 5-3 billion a year
depending on their success on some processes they are working on now.

Mr. Smira: What amount of coal will that supplant?

The Wirness: Very little, I am told. The coal that they use there is
mostly used where they require a hard fuel. It is fuel oil it will supplant.

Mr. Murray: What about the atomic energy plant? What will their
consumption be?

The Wrrness: T am not free to give the exact amount. Maybe I have
talked too much but it is a great deal more than that.
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By Mr. Connolly:

Q. Mr. Dixon, would you say something about the available supply of gas

for this line from Alberta? Could you tell us how mueh you think it might
be?—A. In my opinion there will be abundance of gas from Alberta in increasing

amounts in the next thirty years and far more gas than there is now in fifty

vears. There hasdbeen very little development in Alberta on gas because there
is no market. All the drilling practically has been done in search of oil. It
is remarkable that such large volumes of gas have been discovered where there
is such a very limited local market for it. I think we will be able to prove
when we go before the board in Alberta that there is an abundant supply of
z};as indicated there for an extremely long period of time, both for export and
or local use.

By Mr. Smith:

Q. How many trillion feet do you figure proven reserves now, or perhaps
you would rather not tell me now?—A. I figure in what you would call really
proven, on which people have differences of opinion, that there is somewhere
in the order of six or seven trillion, but the indicated reserves from a bunch of
scattered wells is greatly in excess of that.

Q. The last I heard was six and three-quarter trillion. Did you hear that
Dr. Hume of the Dominion government was making a new survey and will
have a report on it ready in about a month?—A. I have heard he was going to.

Br. Mr. Adamson:

Q. Before this committee adjourns, I want to make one suggestion to you,
sir, and to the committee, which I think will be helpful and that is this: we
have had a rather definite discussion on the possible markets. Now, you have
spent a quarter of a million dollars and you have unquestionably made quite
an extensive survey of your. market and I think tomorrow it will assist the
committee if you come and give some specific idea on your present markets or
potential markets so that the committee will be informed on that question.—A. I
can give it to you right now if you wish.

Q. It is three minutes to six and I think we will be adjourning in a
minute or two.

Mr. Morr: I would like to make a motion at this time to the effect that we
adjourn until 11:00 o’clock tomorrow morning.

Mr. Goobe:; Before that motion is put I want to clear up one point. Do
you think, Mr. Dixon, the penalty in the lower mainland market area would
be a million dollars per year differential between the all Canadian Toute and
the all American route?

The WiTNEss: Somewhere around there, yes.

By Mr. Murray:

Q. What would the saving be at Vancouver below the present prices of
gas to the consumer there?—A. That is very difficult to answer categorically.
They take a very small amount of gas now, on account of it being artificial gas,
but the price of the gas to the ultimate consumer will be something like a third.

Q. A saving of a third?—A. Maybe a great deal more and if you figure
that over a large size market, it will be an enormous saving.

The CHARMAN: The meeting will be adjourned until 11:00 o’clock tomorrow
morning. ;
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MINUTES OF PROCEEDINGS

House or Commons, Room 277,
THURsDAY, April 27, 1950.

The Standing Committee on Railways, Canals and Telegraph Lines met
at 11.00 o’clock am. The Chairman, Mr. L. O. Breithaupt, presided.

Members present: Messrs. Adamson, Bonnier, Bourget, Breithaupt, Byrne,
Carroll, Carter, Darroch, Decore, Dewar, Douglas, Ferguson, Gauthier (Port-
neuf), Goode, Gourd (Chapleau), Green, Harkness, Harrison, Herridge, Higgins,
Hodgson, James, Jones, Jutras, Lafontaine, Lennard, Maybank, McCulloch,
McGregor, Melvor, Mott, Murray (Cariboo), Nixon, Noseworthy, Pearkes,
Prudham, Richard (St. Maurice-Lafléche), Riley, Robinson, Rooney, Smith
(Calgary West), Stuart (Charlotte), Thomson, Ward, Whiteside, Wylie.

In attendance: Mr. John J. Connolly, K.C., Parliamentary Agent on
behalf of Alberta Natural Gas Company; Mr. A. F. Dixon, President, Alberta
Natural Gas Company.

The Committee resumed consideration of Bill No. 7, An Act to incorporate
Alberta Natural Gas Company.

Mr. A. F. Dixon’s examination was continued. The witness, as requested
by the Committee, filed certain charts outlining the various routes contemplated
. for the pipelines.

On motion of Mr. McCulloch the said charts were ordered to be printed
in the record.

As previously agreed, Mr. Connolly was allowed to put questions to
the witness.

At 1.00 o’clock p.m., on motion of Mr. Mott, the Committee adjourned to
meet again at 4.00 o’clock p.m.

AFTERNOON SITTING

The Committee met at 4.00 o’clock p.m. The Chairman, Mr. L. O.
Breithaupt, presided.

Members present: Messrs. Adamson, Bertrand, Bonnier, Bourget,
Breithaupt, Byrne, Cannon, Carroll, Carter, Darroch, Decore, Dewar, Douglas,
Ferguson, Gauthier (Portneuf), Goode, Gourd (Chapleau), Green, Harkness,
Herridge, Higgins, Hodgson, James, Jones, Jutras, Lafontaine, Lennard,
Maybank, McCulloch, MeGregor, Melvor, Mott, Murray (Cariboo), Nixon,
Noseworthy, Prudham, Richard (St. Maurice-Lafléeche), Riley, Robinson,
%Ooll}ey, Shaw, Smith (Calgary West), Stuart (Charlotte), Ward, Whiteside,

ylie.

In attendance: The same persons as are indicated for the morning sitting.

The Committee resumed consideration of Bill No. 7, An Act to incorporate
Alberta Natural Gas Company.

Mr. A. F. Dixon’s examination was continued.

At 6.00 o'clock p.m., on motion of Mr. Riley, the Committee adjourned
to meet again at 8.30 o’clock p.m.
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EVENING SITTING

The Committee met at 8.30 o'clock pm. The Chairman, Mr.
Breithaupt, presided. '

L. O.

Members -present: Messrs. Adamson, Applewhaite, Bertrand, Bonnier,
Bourget, Breithaupt, Byrne, Cannon, Carroll Carter, Darroch Decore Dewar,
Douglas Ferguson, Gauthier (Portneuf), lehs Goode Gourd (Chapleau),
Green, Harkness, Herridge, Higgins, Hodgson, James Jonm, Jutras, Lafon-
taine, Lennard, Maybank, MecCulloch, McGregor, 'Mclvor, Mott, Murray
(Cariboo), Nixon, Noseworthy, Pearkes, Prudham, Riley, Robinson, Rooney,
Shaw, Smith (Calgary West), Stuart (Charlotte), Ward, Whiteside, Wylie.

In attendance: Mr, Connolly and Mr. Dixon.

The Committee resumed cons1derat10n of Bill No. 7, An Act to incorporate
Alberta Natural Gas Company.

Mr. Dixon’s examination was continued.

Mr. Mayvban-k, of the Committee, moved:

That the Committee adjourn until 11.00 o’clock, to-morrow, Friday,
28th April; that the one hour between eleven o’clock am. and twelve o’clock
noon be used for continued taking of evidence and thereafter the Committee
proceed to a clause by clause consideration of the said Bill No. 7.

After some debate thereon and the question having been put on the
said motion of Mr. Maybank, it was resolved in the affirmative on the
following recorded division:

' Yeas: Messrs. Applewhaite, Bertrand, Bonnier, Bourget, Byrne, Cannon
Carroll, Carter, Darroch, Decore, Dewar, Douglas Gauthier (Portneuf), Goode
Gourd ((‘hapleau) James Jutras Lafontalne Maybank, McCulloch, McIvor
Mott, Murray (Canboo) Nixon, Prudham, Rlley, Robinson, Rooney, Ward
WhlteSIde Wylie.—31

Nays: Messrs. Adamson, Ferguson, Green, Harkness, Herridge, Higgins,
Hodgson, Jones, Lennard, Pearkes, Smith (Calgary West) —11.

The Committee adjourned to meet again at 11.00 o’clock a.m., Friday.
April 28th.

ANTOINE CHASSE,
Clerk of the Committee.




MINUTES OF EVIDENCE

House or CoMMONS,

April 27, 1950.

The Standing Committee on Railways, Canals and Telegraph Lines met
this day at 11.00 a.m. The Chairman, Mr. L. O. Breithaupt, presided.

The CuamrMAN: Gentlemen, we have a quorum. We will proceed with
further consideration of bill No. 7. Mr. Dixon has had sketeh maps prepared
showing the various routes. These will be distributed. If it meets with your
approval we will proceed where we left off last evening.

Mr. A. F Dixon called:

The Wrrness: I will file these charts, Mr. Chairman.

Mr. PrupHAM: Is it your intention to continue hearing evidence as to
routes?

The CHAlRMAN: I think that is the wish of the committee, because a good
deal of time has been taken up on the subject already.

Mr. PrupaaM: I would then like to move that the Chairman be empow-
ered to call additional witnesses to give evidence as to route.

Mr. GoopE: I second that motion, Mr. Chairman.

The CHARMAN: Is there any discussion on that question? If not, are you
agreed?

Mr. CarroLn: I do not know about that, but I am sure there would be
only one question that I would be interested in and that is the question of
route; not that I know anything about this thing at all, but the question put to
Mr. Connolly yesterday was as to whether or not when they go before the
Board of Transport Commissioners they are going to indicate to the Board that
they have a preference as to routes? I do not know but I do not think that this
committee, as a committee, has much to do with routes at the present time.
I 'do not know that there is any recommendation that we can make to the
Board of Transport Commissioners or any amendment we can make to the Act.
However, I am in the hands of the committee who know more about it than I do.

Mr. MayBaNk: Mr. Chairman, I think that if we bring in any more
witnesses with reference to routes we will only waste more time and I do not
think that the route question is germane to this bill.

Mr. LexNarp: What do you mean, waste time?

Mr. MayBank: Just what I said. I was asked a moment ago to raise my
voice and I did that, and the words I used are small and plain, I hope. The
whole aim here, on the part of some filibusterers, is to establish a monopoly of a
particular company.

Mr. Greex: Mr. Chairman, I must object to that. That is a remark which
should be withdrawn. That is a direct insult and meant to be so. It is not the
truth and T must ask that it be withdrawn. I would ask for a ruling. I object

to the sponsor of this bill getting up and making a very inaccurate statement
and I ask that that remark be withdrawn.
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The CuARMAN: I see no objection to the withdrawal of it.

Mr. MayBaNk: There is no objection to it being withdrawn excepting that
I shall not withdraw it.

Mr. Green: Mr. Chairman, I would ask for a ruling. We are not here to be
abused like this. We started out these committee meetings on the basis that
everybody was trying to do what is best for Canada. We do not all agree on
the courses that should be followed but no member of parliament, either in the
House or in the committee, has to put up with dirty inferred abuse in a remark
like that and I ask that it be withdrawn without any qualifications. I am saying
that Mr. Maybank said that there are some of us here trying to fight for a
monopoly for one company, which is a lie.

Mr. MayBank: I did not say that. Mr. Chairman, what I said was some
of the filibusterers are aiming at the establishment of a monopoly.

Mr. Greex: They are not. ;

Mr. MayBaNk: I do not know how he can say that.

Mr. Green: You have no right to say that.

Mr. MayBank: I think I have a right to say it. However, we will get along
with this matter this way: merely to advance the action, I will withdraw it.
It is on the record though.

The CuAmRMAN: I do not think we will get further along like this.

Mr. MayBank: I do not know just how one does manage to make statements
and have them withdrawn. It is on the record and the people who have heard
it will, no doubt, continue to be influenced by it, some one way, and some another.
The question before us is to decide on a certain bill, whether certain people will
be granted the opportunity of making an application to the Board of Transport
Commissioners, that is all. There is no question of route. We have had a great
deal of evidence about route here and I fancy with some justification as far as
that goes because it was said in the House, I think, at times. I never said it,
but I have it in mind that it was said here in committee a good deal of information
could be got. Nevertheless the route question is not the question which is in
thig bill. All we are here for is to pass, or not pass a bill, and if we go on
endeavouring to bring in additional evidence of possible routes, we will be here
a very long time, which is, I have no doubt, the desire in some quarters, but
it is not a desire that I think will find favour with the majority of the committee.

Now, ‘there is also another point. I do not know whether this committee
can empower the Chairman to call any witnesses excepting those already in the
terms of reference, and if that power is in the terms of reference then, of course,
this committee can direct that a particular witness be called, but I doubt very
much that it is within our power as a committee to call just whomever we wish,
and in any event, if there are going to be some called, we can decide better after
it has had consideration following this discussion.

The CHAmRMAN: Just to clear up the question of the terms of reference.
The clerk will read them to the committee.

The Crerk or ComMmITTEE (reading):

—That the standing committee of Railways, Canals and Telegraph
Lines be empowered to examine and inquire into all such matters and
things as may be referred to them by the House; and to report from time
to time their observations and opinions thereon, with power to send for
persons, papers and records.

Mr. MayBank: That would indicate that we only have power to deal with
matters which are germane to the inquiry.
Mr. CarroLL: The reason T made that suggestion before was that it would

enable those people who oppose the granting of this charter, the people who are
opposing this bill and opposing the route that this pipe line will take, to have
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information to take before the Board of Transport Commissioners and to sét up
reasons for or against the route that this present proposed company would be
advocating before the Board of Transport Commissioners. Wik

Mr. Byrxe: Mr. Chairman, I would like to ask Mr. Dixon a question which
has a bearing on the proposed motion of Mr. Prudham. Notwithstanding the fact
that the Alberta Natural Gas Company have made a preliminary survey on
five routes to the Pacific coast, if the Board of Transport Commissioners deter-
niines that one or more routes coveéring different areas would be to the best
advantage of the Canadian people having arrived at the decision that the
gas will be economically saleable on the west coast, would they be prepared to
build a pipe line on some such route as the Board of Transport Commissioners
may determine. :

Mr. Dixon: We would.

Mr. Goope: Mr. Chairman, I do not think Mr. Maybank can accuse me of
filibustering dn this matter.

Mr. MayBank: I did not mention you, Mr. Goode. I would also like to say
this with reference to the filibustering that I have no complaint against anyone
who desires to filibuster. I have no objection, but I do not happen to have
had Mr. Goode in mind.

Mr. Goope: Speaking to this motion, Mr. Chairman, while I seconded it,
it was because in the memorandum submitted by this campany it says on page 6
that Mr. Dixon is available to supply information on these routes. I think the
company has brought this matter to the attention of the committee. Yesterday
we received a good impression of Mr. Dixon but he does not prove anything to
me whatsoever because it is his opinion that he has given to this committee.
I want to have other views and that is why I support Mr. Prudham’s motion.
I want someone either to confirm or to deny what Mr. Dixon says. I am from
British Columbia and I want to know the facts before leaving this committee.

Mr. Mort: The motion, as it is presented, should be modified in some way
or other. When you say you can call a witness, someone here may take a
notion to call a witness from Great Britain and we may be here two or even
three vears. If the motion were limited to say within @ reasonable distance or
space 1t would be different, but it is a wide open motion, as I see it, and theg‘efore,
it could create quite a problem if we were to put it through in.the form it was
presented. It should be modified, in my opinion.

Mr PrupaAM: The Chairman would have diseretion in calling the witnesses
the way I put the motion—that is to say, the majority of the committee would,
through the Chairman. Now, I still maintain, as I did yesterday at both sessions
that if we are going to continue to hear evidence as to routes, which really does
not have any bearing on the bill which is before the House, we as members of the
committee have a right to request the calling of witnesses other than the
witnesses presented by these two companies.

Now, one reason I have for making this motion is that Mr. Dixon yesterday,
in certain testimony that he gave, made a statement which I have very good
reason to believe is not according to facts as I know them, and I think I can
present a witness who will prove that Mr. Dixon is misinformed. Now, that
witness is not in England; that wintness happens to be an employee of t}]e
federal government and he is an expert in that particular line. 1T think this
committee should get at all the facts. If we are going to get some facts as to
route, the committee is entitled to get all the facts and I maintain that if we
are going to continue to hear evidence as to route that we should do that.
I am no filibusterer; I hope that this company gets its charter. I am not working
for a monopoly for any one company. I do not think any company should have
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a.Amonopoly, but if we are going to depart from the bill that is before the
House and . gather information we should get all the information that is
available to us.

Mr. Rosinsox: Mr. Chairman, I cannot quite agree with Mr. Maybank:
that this discussion of route is a waste of time. At the same time, I cannot help
but feel that it is largely academic in view of our existing laws. This question
of route, I think we all agree, should properly go before the Board of Transport
Commissioners. Mr. Green, on one or two occasions in the House, has mentioned
that he had assurances from the sponsors of the bill in this committee in 1949
as to their intentions with regard to route. My understanding is that this
particular company, after giving Mr. Green those assurances, filed that route
with the Board of Transport: Commissioners, but then later withdrew that
application. That same company now has two other applications pending before
the Board of Transport Commissioners. My feeling, Mr. Chairman—

Mr. Greex: Mr. Chairman, on a point of order; I think that is quite wrong.
An all Canadian route was the assurance we got from them in this committee.

Mr. Rosinson: My understanding was that the exact route on which you
obtained assurance was field with the Board of Transport Commissioners and
that was later withdrawn. They of course, have an application for an alternative
route but not the same one mentioned to you.

Mr. Green: It would be an all Canadian route.

Mr. Rosinson: Right. However, the point I am making is this: I think
most of us are interested in an all Canadian route, where it is economically
feasible. T think that this discussion is helpful to the extent that it would impress
on the sponsors of any bill that members of parliament are interested in seeing
all Canadian routes where they are economically feasible and in the interests
of the Dominion of Canada. At the same time I do feel very strongly, Mr.
Chairman, that under the Pipe Lines Act, and under existing law, it is to the
Board of Transport Commissioners that representations regarding route must
be made and that discussion along those lines here is, as I said before, largely

academic and I do not think I can support Mr. Prudham’s motion on that
account.

The CuamrMAN: I was wondering, gentlemen, whether a little more thought
could be given to the motion by Mr. Prudham, and possibly bring it up at our
next session. I think the way the motion is worded it leaves far too much to
the Chairman, and, normally, T would not know what procedure to follow and
who to call. Perhaps at a later session, say this afternoon or the next meeting,
Mr. Prudham could be a little more definite as to whom he would expect to be
called before us and say to the committee who they are.

Mr. PrupHAaM: Mr. Chairman, I could name two or three witnesses right
now, if necessary, but I do not agree to postpone this motion because we are
continuing to hear evidence in the meantime and the first thing you know the
evidence will all be heard and somebody will then move that the committee
disperse and it will be over. I think if it is going to be put, it has got to be
put now.

Mr. Hiceins: I would like to support Mr. Prudham’s motion. I have come
into this matter with a perfectly open mind—in fact, some members said with a
vacant mind—but apart from that, in Mr. Connolly’s remarks to the Senate
Committee, he thought that the question of the parliamentary incorporation for
this company, meant that the committee should go into the bonafides of the
company. Now, if this question of route is to be considered we should have
evidence on it because that little joker in the memorandum “economically
feasible” may be the thing we have to look out for and I think Mr. Prudham’s
motion should be supported.
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Mr. Pesrkes: I am reasonably familiar with that territory, both. in British
Columbia and in the northwest states. I have been over a large portion of that
country and I must say I am very doubtful whether that all red route as shown
on the map is a practical route for a pipe line, speaking from my very limited
knowledge. On the other hand, however, I do believe that the route which is
frequently referred to as the Yellowhead route might be a practicable route on
which to place a pipe line. Therefore I feel it is extremely difficult for this
committee to make decisions as to whether it will authorize this bill which would
give this particular company the right to transport gas from the province of
Alberta to the Pacific coast even if they do say they will follow an all Canadian
route, if economically practicable. My own impression at the present moment
is if the route they have explored cannot be considered as economically prac-
ticable, I would like to know whether there are any other routes in Canada which
can be considered economically practicable.

Mr. Apamson: It seems to me the whole crux of the matter this committee
is to decide is a route. The principle of the bill has been approved and the
route is the one question we have at issue, whether it is in the bill or not. The
committee has to decide to give the company a charter, and its decision will be
based largely on considerations dealing with routes. I feel that all the evidence
with regard to routes should be given. I am inclined to agree with General
Pearkes. From my knowledge of that country I do not believe an all Canadian
route is possible or feasible, and I intend to ask a considerable number of ques-
tions about that when the time comes.

The CuARMAN: I want to correct Mr. Adamson in this: this committee has,
strictly speaking, nothing to do with routes. I have allowed a lot of discussion
on routes because it is certainly very important in the consideration of the whole
matter, but it is not a reference to the committee as to which route shall be
followed. The question for the committee to decide is whether to allow the
company to incorporate. I think in view of the fact that wide open friendly
discussion should be had on matters pertaining to the bill, I was continuing to
allow, as Chairman, a discussion of routes, but we are not going to allow it to
go on and on indefinitely. 1 just want to make that clear.

Mr. Apamson: My point, Mr. Chairman, was that there will be no objection
to the bill whatsoever. The only objection is concerning the route.

Mr. Jurras: Mr. Chairman, it all comes back again—and I still hold the
view I expressed yesterday—that we definitely are not asked here to decide a
route or the alternative routes. On the other hand, I think it is helpful to verify
information on the various routes. Now, I would be inclined to support the
motion of Mr. Prudham if there is particular information he desires which would
help him make up his mind, but on the other hand, there seems to be confusion—
and there is in my mind—about the exact meaning of his motion; and I would
respectfully suggest to the mover of the motion now before the committee to
postpone that motion until a later time when we can look into this matter and
make sure what it is. It is now left entirely in the hands of the Chairman, and
on that point the Chairman himself is not clear; consequently it is pretty hard
for members of the committee to be clear on it. It is entirely in a spirit of
helpfulness that I would respectfully suggest that the motion be postponed.

Mr. Byrne: May I ask Mr. Dixon a question, Mr. Chairman?
The CuamrvAn: Has it a bearing on the motion?

Mr. Byr~e: Yes, about bringing evidence regarding a route.

With regard to the Yellowhead route, which has been mentioned on several
occasions as being one possible route, would Mr. Dixon say that his company
would be prepared to build a pipe line on the Yellowhead route if the Board of
Transport Commissioners instructed him to do so.

Mr. Dixon: I already answered that and my answer is yes.
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The CuamrMAN: Let us confine ourselves to discussion of the motion.
~ Mr. PrupHAM: I do not want to hold up the committee so I will withdraw
only on the condition that I will be allowed to re-introduce my motion later
today perhaps in a slightly better form.

The Cuamrmax: I think that will be acceptable to the committee. We
will then go on with the further examination of the witness, Mr. Dixon. We have
all, I believe, received copies of these various routes, and perhaps we can go on
further now. :

Mr. Decore: Mr. Dixon —

Mr. Greex: May I ask whether Mr. Connolly is through with his direct
examination of Mr. Dixon?

Mr. ConnNoLLy: No, there are a few more things that I would like to ask.

Mr. Greex: I wonder if Mr. Connolly could finish his direct examination?

The CuarrmaN: The way it was left yesterday was that Mr. Connolly’s
evidence was to be suspended —

Mr. Green: No, no, I am referring to his examination of Mr. Dixon. I am
asking whether his direct examination of Mr. Dixon is to be concluded.

The CuAlRMAN: I am sorry, I misunderstood you.

Mr. Connorry: Mr. Decore had a question.

By Mr. Decore:

Q. I had a couple of questions. Yesterday you stated that in the construction
of a pipe line through mountains there was much side hill cutting as you put it.
Taking into account the amount of knowledge you have of the Yellowhead route,
would you say that, in comparison with the Crow’s Nest Pass route, there would
be more or less of this side hill cutting?—A. Maybe not the greatest but one of
the great problems would be in relation to Allison Pass which is the pass between
Hope and Princeton.

Mr. Jutras: There is so much noise in the room that we cannot possibly hear.
The CuamrMaN: Gentleman, may we have order, and perhaps you would
raise your voice a little if you ecan.

The Wirness: That would be the difficult part—and it is common to all of
the all Canadian routes. That part of the line would have to be built even
if you started at the Yellowhead Pass.

Mr. Greex: Can you point it out on the map?

o The Wirness: You can see it on the little map—between Princeton and
ope.

Mr. Hiceins: Which route do you refer to?

The Wirness: All routes. The Yellowhead proposal as I heard the testi-
mony in Calgary, comes from Kamloops down to here—

Mr. SmirH: Where is “here”?

The CuAlRMAN: Yes, where is “here”?

Mr. SmitH: At Princeton?

The Wirness: Princeton. From there all pipe lines would have to follow
more or less the same route. I can only speak from my own knowledge, in
regard to going through the Yellowhead Pass itself, as to that part which begins
near Mount Robson. There would be a long distance going up the canyon
- where you would have very bad side hill cutting. It is a narrow canyon and
- there is a road on one side of the canyon and the railroad on the other. Both
of them would have to be dodged.
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By Mr. Decore:

Q. With reference to the Crow’s Nest Pass and the Yellowhead Pass, taking :

the whole route, would the problems be greater along the Yellowhead Pass than
along the Crow’s Nest route?—A. That 1s my judgment but there is one part of
the Yellowhead route that I have only seen from the railroad and no one can
make any real judgment from the railroad. I am considering that from here
—which is Mount Robson, down to a point about 50 miles north of Kamloops,
that they would have fairly easy going, but I just do not know that part of it.

Q. In other words you do not know enough about the Yellowhead route to
give a definite opinion about that?—A. T know enough to say that I think it is
certainly not any better and may be considerably worse. '

Q. It may be worse?—A. Yes.

Mr. Smira: That is because you do not know what the conditions are?

The WiTness: I know enough to know that there is a great deal of hard

going on the Yellowhead, but part of it may be much harder than I know about
and it may be easier.

By Mr. Decore:

Q. Mr. Dixon, I put this question yesterday to Mr. Connolly with refer-
ence to page 6 of his memorandum. It is stated there: “They are also prepared
to build along any route which, after full consideration of all the facts, may
be deemed to be in the best interests of Canada as declared by the board.”

Now you make reference to five routes. Does that mean you are prepared

to build along any of the five routes or along any additional route that would
be feasible?—A. That is correct. We would be willing to build on any route the
Board of Transport Commissioners would direct. We have not made a study of
all other routes because that would be a matter which would take years to do.

Q. Is it your intention to explore other routes or to get information on
other routes?—A. T have already gone over other routes in a preliminary way
and we selected these routes as being those which seemed to be best. As soon
as I am free of hearings I am going up to take a look at some of the other
routes.

Q. Based on your experience with regard to pipe line building would you
say the route of a pipe line is conducive to the development of that area of the
country through which the pipe line runs?—A. I would say that a pipe line
going through a country has practically nothing to do with the development of
the country. I have worked on thousands of miles of pipe line and—

The CumamMman: Gentlemen, I think it was agreed that we would allow
Mr. Connolly to question Mr. Dixon and then afterwards have our discussion
in detail. :

Mr. Apamson: Mr. Dixon was just saying something extremely interesting
and I wish he would finish the sentence.

The CuamrMAN: I have no objection to that.

Mr. Apamson: He was saying that there is no development of necessity
in the country through which a pipe line is built.

The Wrrness: That is my experience. There have been many thousands
of miles of pipe line built and I know of no case where the construction of those
thousands of miles of pipe line has had much to do with the development of the
country through which it passes.

There is a great amount of line coming out of Hugoton and the Panhandle
of Texas going in all directions. Gas can go from there almost to New York
and gas from there is now going to Los Angeles. Along all of those lines the
gas serves industries. It serves industries that were in existence.

T
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Of course there are exceptions to everything but as a general rule cheap
gas has practically nothing to do with the development of an area. You can
_see that so plainly in the Panhandle of Texas, through the Permian basin in
Texas and through the central part of Texas, where there are enormous quantities
of gas which has been extremely cheap for generations. There are practically
no industries excepting industries using butane and propane which are bi-products -
of the gas—they are used by industries that have come into the area.

It used to be that zine smelting follows gas. Fuel is one of the great costs
in zinc smelting and that would follow development of new fields, but now that
most zine is made by electronic processes it is no longer true.

You can take the case of Alberta where they have given away gas for a
long time in some of the towns. They have some industries but not very many.
I think the existing ones are due to the energy and enterprise of the people there
rather than to the fact that they have cheap gas. In Turner Valley they have
blown into the air enough gas to supply our proposed pipe line for twenty years.

Mr. Mugrray: Is it still going to waste in certain areas?

Mr. Smrra: Not in Turner Valley.

The Wirness: There is quite a bit still going to waste in Alberta.
Mr. Smrra: In Turner Valley?

The Wirness: Well, some in Turner Valley, and some in the north. I should
say that you cannot use all the gas and some of it has to be blown into the air.
It is impossible, where you are taking out oil and gas to utilize the last bit of the
gas; it is just economically not possible.

If gas is influential in bringing industries why are there no industries in
Turner Valley? It just does not seem to be the facts of the case. That was
brought out at great length in the Dinning report.

Mr. Harknuss: The Alberta industries which are based on gas are in
Calgary. As a matter of fact we have had a considerable amount of industry
come into Calgary because the gas was there. The most notable example is
the nitrogen plant which would not be there at all if it were not for gas. That
is one of our largest industries. ;

The Wirness: That is perfectly true.

Mr. Fercuson: Take two independent areas that have natural resources
and, if a pipe line goes through one but does not go through the other where do
you really think that people would go if they wanted to develop the natural
resources? Would they go where they have the natural gas pipe line or do you
think they might be inclined, even if they are energetic, to stay away from the
natural gas? Where do you think they would go?

Mr. Goopg: Mr. Chairman, I was refused permission to ask questions and
I do not think that the privilege should be given to other members of this
committee.

The Cramrvax: I think you are correct, Mr. Goode, but Mr. Connolly
apparently has felt that the evidence is coming out as he wants it to come and
it is perhaps just a matter of a little tolerance.
~ Mr. Coxnorry: I was going to bring out this testimony which Mr. Dixon
is now giving anyway. Perhaps I might just finish this phase, and Mr. Goode’s
qpeﬁtion could follow, and then we might go back to where we left off last
mght.

Mr. Fercuson: I am asking this question in regard to the statement about
the pipe line going through a certain area having no effect on the development
of that area. Take two areas which are undeveloped but which have good
natural resources. A pipe line goes through one of the areas. Where would
industries go which were seeking to develop those resources?

61011—2
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The Wrrness: Other things being equal they would go to where the natural

gas was.

Mr. FereusoN: Thank you very much. But you did say it had no
bearing.

. The1 Wirness: No, I said it had little bearing, but the other things must
e equal.

There are very few industries in which fuel amounts to more than 3 or 4
per cent of the cost of the product. The general average is about 2 per cent.
The cost of labour, the cost of transportation, the cost of raw material, and
the cost of a whole series of things have so much more bearing than the cost
of fuel, that fuel can only have an incidental effect except upon a few industries.
The ceramic industry needs natural gas. It can work much better with natural
gas at equal price with other fuel. For the smelting of copper, lead, and zine,
natural gas is very valuable. In the paper industry natural gas is a factor
but other fuels are just about as good.

Mr. Hicains: Once the pipe lines are constructed—

The CuAtRMAN: Pardon me, Mr. Higgins, if we are going to have questions
I think Mr. Goode has the floor.

Mr. Goope: As long as I receive the same privilege as anyone else I am
prepared to leave my questions until later.

Mr. Hiceins: When the pipe line is constructed there would be very little
cost for labour and maintenance on the pipe line?

The Wrirness: There is not a great deal but it depends where you are. If
you are going through flat plains like there are in Alberta the cost of maintenance
is very small. If you are going through swampy country like that in southern
Louisiana, or if you are going through mountainous country with heavy snowfalls,
the maintenance would be higher. It is not one of the largest factors in the
cost of a pipe line but it is a factor. The largest cost of any pipe line, and
which makes up the total cost of the ultimate project, is the capital cost of
construction. :

Mr. ConNonrLy: Perhaps, Mr. Goode, I could ask questions on just a fe
points. Mr. Dixon, you might tell the committee something about the importance
of accessibility to a pipe line in mountains, for example, for maintenance pur-
poses, and why you have to have it accessible as distinct from the situation
for an oil pipe line?

The Wrirness: If an oil pipe line breaks considerable oil is lost but they
always have storage at the other end and there is no disaster. If a pipe line for
gas breaks then you must shut down all of the appliances in the towns that are
being served. For a little while the gas that is left in the mains will serve the
towns but that is only for a matter of hours or, at the most, for a day or so.
Then you must cut off the gas entirely and you cannot start the gas again
through the mains and you cannot serve the towns, until you have gone to
everybody and seen that their pilot lights are out, telling them over the radio
and so on, and it is a matter of five or six days before you can get gas through
again. If that happens in a cold climate it is a disaster,—and it is a tremendous
inconvenience in any place. It happened in the town of Fort Worth not many
years ago when they had a pipe line washed out in a flood.

By Mr. Higgins:

Q. You keep regular crew men?—A. You have to have quite a few men,
more than are really necessary, at the compressor stations so that you have a
unit to go out to the appliances. Then, along the route you must have crews
stationed. They have very little to do but they must be there in order to take
machinery out and start repairs.
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Q. Is there any large number of men, usually?—A. Not a great number.
You generally make arrangement with all the farmers and the people in the
neighbourhood so that they are ready on call to come and help. That is one of
the methods. You pay them a certain amount all the time.

‘ By Mr. Prudham:

Q. Yesterday you made the statement that you would rather have a rough
road than a hard surfaced highway adjacent to your pipe line. Would a railway
parallelling a pipe line be of any advantage in servicing the line or in the
construction of it?-—A. It would be of some advantage. It would be a little
advantage but you would have to get machinery on the cars and to bring it
. along— ;

Q. You spoke about the difficulty of taking caterpillar tractors over high-
ways, but, if you had a railway nearby, would it not be cheaper and more
convenient to ship any material in by rail rather than by caterpillar tractor?—
A. It would be cheaper but you know how long it takes to do such things; you
have got to get it on a train and off the train and in maintenance and things
of that kind it is minutes that count. T am thinking here of maintenance.

Q. What about the construction? Would it not contribute to cheaper con-
struction if there was rail service adjacent to the routes?—A. Absolutely; it
helps in the cost of construction a great deal to have a railroad within easy
access of the line. That is unquestionably true.

Mr. Hiceins: For maintenance you retain the farmers on a yearly basis?

The Witness: Yes, you try to make friends of the neighbourhood and try
to get them working for you. It is easier in a populated district than in an
unpopulated district where you must retain a higher number of regular men.

By Mr. Mott:

Q. Before I start may I say that I do not think that people should keep
throwing shots across the table. I think we should stand up and ask the chair
if we can speak or ask a question. You people up there are going back and
forth in arguments all day long.

First of all, T think there were many requests yesterday in regard to maps
being presented to us and I would like to have placed on record our apprecia-
tion to Mr. Dixon and his associates for what they have done, in supplying
us with a clear picture of what we are to talk about. I think it is going to
stop a whole lot of arguments and questions that might otherwise have come
up. I am going to ask two questions.

Is there any source of gas in the United States which might supply the
American and the Canadian northwest, that you know of?—A. Yes. As I
told you yesterday my first work on this project concerned the thought of
bringing gas from Hugoton in Kansas across Wyoming and to Portland. In
Wyoming there are many gas fields.

Q. Have they found any gas in Idaho or Wyoming?—A. There is a great
deal of gas in Wyoming.

Q. Is it true that they have constructed or intend to construct a five
inch line from Wyoming to the Hanford atomic plant?>—A. No, there is no
line from Wyoming to the atomic plant.

Q. At the present time?—A. No.

Q. If such a supply of gas is found or developed what effect would it have
on the market as far as the possibility of Alberta gas serving those areas is
concerned?—A. If gas were brought from Wyoming it would naturally come
down the Columbia river first and strike Portland and then turn north to
Seattle and Vancouver. Under those circumstances it would be practically
certain that Alberta would lose its market entirely on the Pacific coast until

61011—23




86 STANDING COMMITTEE

things developed to a much greater extent than they are now. It might be
if gas was not in abundant supply, and I do not think it is as abundant as it
is in Alberta, that all of the towns there would have rather skimpy and high
priced gas; but there is a threat at any time of fields coming in in Wyoming,
a real threat. This conversation would all be academic then because someone
else would have the gas and those towns would be supplied.

By Mr. Goode:

Q. I am interested in what you said about the supply of gas not bringing
industry into its path. I think we appreciate a good deal of the information
you have at your fingertips and I would therefore ask the laid down cost of
gas, in Vancouver, as compared to coal? I am trying to develop your theory
that the pipe line will not bring in industry.—A. I think we expect the cost of
gas to be less than the cost of coal in Vancouver.

Q. Can you tell the committee the ratio?—A. Approximately just slightly
above—coal is just a slight amount above gas.

Q. In relation to calling coal 100 per cent what do you think the cost of
gas would be to industries in Vancouver?—A. I do not know right now. I
cannot remember the exact cost of coal—it has slipped my mind—perhaps you
can tell me the cost of coal in Vancouver?

Q. The cost of coal?—A. Yes.

Q. Let us take the cost at $15 a ton—it does not really matter.

Mr. Greex: It is more than that.

Mr. Goope: You may buy better coal than I can afford, but take it as
$15 a ton.

The Wirness: It will take 20,000 cubic feet of gas or maybe 22,000 to
supply the amount of heat that one ton of coal will supply. It varies between -
18,000 cubic feet and say 25,000 cubic feet.

By Mr. Smith:

Q. Tt all depends upon the b.t.u’s. in the coal?—A. Yes, the quality of
coal and the use to which it is being put. The cost of gas there, delivered to
the city gate and to the large industries is to be, as near as we can calculate it,
between 34 and 36 cents; somewhere in that neighbourhood. I will have to
do some arithmetic to figure it out.

Q. Is not that only the cost of transportation, without paying anything
for the gas?—A. Transporting it, and the cost of the gas, according to the
contract we have made with producers.

Mr. Apamson: Per 1,000 cubic feet?

By Mr. Goode:

Q. Can you give me the same figures for the cost of electricity as com-
pared with gas?—A. If you were using electricity to generate heat? Any gas,
at even twice the price of artificial gas, would be cheaper than electricity. There
is no direct competition in the heating values as between the electric current
and almost any fuel. Electric consumption is so much more expensive.

Q. In dollar costs?—A. In dollar costs.

Mr. ConvorLLy: I want to come to the matter Mr.. Adamson was raising
at adjournment last night. There are two or three points to be cleared up,
however, before we get there.

Mr. Apamson: You are speaking now of markets?
Mr. ConNoLLy: Yes.
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By Mr. Connolly:

Q. You did say something about the development of propane, butane, and
methane in connection with industry in Alberta. Would you care to elaborate
~ somewhat on the development those products would bring? Would they have
~ any effect on industry in Alberta?—A. Butane and propane are the light
constituents of gas. They are liquid at either low temperatures or very high
pressures. They are the bottled gases. Those liquids must be taken out of
natural gas, whether you have a market for them or not, because you cannot,
~ in a cold climate, put gas through a line with those liquids in it. In parts of

Texas and a great many areas of Louisiana those constituents have brought
big industries. They are of use in the making of butadine and the other
constituents required in the making of artificial rubber. There is a whole
series of chemistry based on these liquid hydrocarbons. When they speak of
using gas chemically, except in the case of making ammonia, it is the liquid
hydrocarbons themselves, bi-products of the gas, which are used. Therefore, if
you have gas coming out of a district the liquid hydrocarbons are there and
they are either for sale or they must be burned if there is no market. But they
have brought big industries to certain districts. It is much easier to make
nearly all chemical products out of liquid hydrocarbons than out of methane
which is natural gas. That is a very important thing in many areas and the
expectations are that there will be a very large quantity of this butane and
propane in the case of Alberta, and it should bring industry there to utilize
that bi-product.
Mr. Murray: You can use those for heat and lighting?

The Wrirness: You can use them for heating and lighting in areas which
you cannot reach with the pipe line; that is for heating and lighting of isolated
houses.

By Mr. Connolly:

Q. Mr. Dixon, in connection with this matter of the direction and the place
where the route will be, the territory through which it is routed, had you taken
into account the density of population along the route? You said something
about that a little earlier. Perhaps you could elaborate on it with particular
- reference, perhaps, to past experience that you have had in building these other
- six pipe lines in the United States?—A. Always, in building a line, it is very natural
that you touch as large a population or as large industrial areas or even single
plants as you can. That is where you sell the gas. You cannot build a line
relying on what might happen. You have to have your market there before
you can build the line, otherwise no one will finance it. The returns are small
and you cannot take the risk and have the line there eating its head off in
interest and in depreciation without a market.

The CramrMAN: Order, gentlemen, please.

The Wirness: (continuing) This projected line will go through Trail, where
there is already a wonderful market for gas.

Mr. Smrta: What do you figure, three billion there?

~ The Witness: The figures given to us by officials from the Consolidated

Mining and Smelting Company are to the effect that there will be three billion
a year as a minimum and 5-3 billion a year that they say is possible depending,
as I said yesterday, on some developments that are going on there now, whether
they can use the gas satisfactorily.

By Mr. Connolly:

Q. What about markets in Alberta?

. The Wirness: We plan a grid system and I think anybody else building
. 2 grid system has to do the same thing, namely to serve all industries or
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anybody where it can be reached from the line. We also expect to serve the

Calgary system when their gas supply begins to decline.

Mr. Smrra: It has already begun to decline to a dangerous point now,
has it not?

The WirNEss: According to their information, received from them direct,
next year, on their peak day, they will lack ability to supply fifteen million
cubic feet of gas. That is, their market will exceed on their peak day the
available supply by fifteen million cubic feet, and that amount will increase as
time goes on.

By Mr. Higgins:

Q. How many people per mile do you require to make it economicaily
feasible to build a pipe line?—A. You mean along a line?

Q. A branch line, for instance.—A. That depends.

Q. Is there some standard such as the electric companies use? I mean the
number of people that you require before you will put an addition of your pipe
line or a branch?—A. Ordinarily, if a town is not more than a mile or two away
from the line you need somewhere around one thousand people in a community
to serve them.

Mr. Murray: A thousand houses?

The WirnEss: A thousand people.

Mr. Hiceins: Do you mean a thousand people per mile to build a branch‘?

The Wirness: It depends on so many things.

Mr. Green: You said a thousand people in a community.

The Wrirness: I said about one thousand people in a community is ‘the
thing that makes it economically feasible. There are certain overhead expenses
and other expenses that have to be met, no matter how many people there
are in the community. When you start to maintain an office and have a pickup
truck and employ someone to look after things, if there are less than two hundred
customers, it just does not pay. Very often in those conditions they form a
cooperative and bring the gas in and distribute it themselves in some very small
communities, We do not, however, plan at all to sell gas at retail. We will sell
gas anywhere along the line to anyone who wants to take it and build a line
where it looks like we should get our money out of it.

Mr. ConnoLLy: What proportion of the population of British Columbia do
you think might be served by one of the routes which you plan?

The WirnEess: Any one of them, all of the routes will serve more or less
the same number of people in British Columbia. It will be about sixty per cent
of the people of British Columbia who would be served by our line.

Mr. Smrra: What proportion is Vancouver to the total population?

The Wirness: I think including the environs of Vancouver it would be
about half. I have the number.

Mr. SmirH: That is good enough.

Mr. Hiceins: From your present plans, Mr. Dixon, does it appear to be
economically possible to serve the Peace River area from the prescnt plan of
location of your pipe line?

The Wirness: No, there is some gas in the Peace River area now and the
Peace River area, if anything, will be an exporting area. There is plenty of
gas there now to serve their needs and many times more.

Mr. Murray: Might I ask if the Peace River pass might not be a possible
route down to the Fraser River?
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The Wrrness: The Fraser River is one place I can say is utterly and

3 completely impossible. I think everyone will agree with me on that, that you
- cannot bring a gas pxpe line down the Fraser River.

Mr. Green: That is, the lower Fraser?
The Wrrness: Through the canyon part of the Fraser River.

By Mr. Murray:

, Q. I am thinking of the upper Fraser from Mount Robson down through

. the Caribou country?—A. I think that is fairly easy going. I have not been

- there but I have talked to people who have. Then when you get to the head

of the canyon you are stuck.

K Q. Not necessarily. The route of the Pacific Great Eastern Railway to
Squamish would offer a possible route.—A. That would be too expensive. The

cost of that would be fabulous from what I have heard of the terrain there.

Mr. Smrra: How would you get from Squamish into Vancouver?

By Mr, Connolly:

Q. You have made some population studies in connection with your market
survey. Would you like to say something about the market surveys you have
made?—A. I do not think T have the figures on population. I have not got
the figures here immediately available on the total population that will be
served excepting— .

Q. Can you give a general review of what the market possibilities are for
those lines?—A. Well, first, in the British Columbit area, outside of the area
that would be served around Vancouver, New Westmlnster and that general
metropolitan area, in British Columbia we would serve thlrty two thousand
people.

Mr. Smita: Thirty-two thousand services?

The Wirness: No, thirty-two thousand people. The chief population is in
Trail, Rossland, Cranbrook, Kimberley.

Mr. Herrince: Have you considered Nelson at all?

The Wirness: Nelson, yes. that is part of the general area; it would serve
all that general area around Trail and Kimberley.

Mr. Joxgs: Is that on the all-Canadian route?

The Wirness: We hope to get a profit up there but we have not developed
that yet; I do not know whether it is possible or not; they are scattered along
quite an area and whether or not we can serve them, I do not know,

Mr. Joxnes: Mr. Chairman, I understand that not only one pipe line will
be eventually built to the coast. At the present time we have granted a charter
to one and one is applying and soon we will have three gathering gas in Alberta
in the same area and delivering to the same customers on the coast. I under-
stand that it is not economically sound to have three pipe lines. Each company
is going to serve the coast, but on what basis? Is it on the basis of cheapness
which results from the location of the route to be followed or on what basis is it?
Can we find out which? I do not know whether you can answer that question
or not.

The CuamrrMAN: I think that is hardly a fair question to ask Mr. Dixon;
lll)e' is n?t in a position to reply for possible competitors. What do you think, Mr.

ixon

The Wirness: Well, I can give some figures that might be helpful, except-
ing for the areas that are around Vancouver which a pipe line would serve.
As near as we can figure the projeeted line of ours would serve around thirty-
two thousand customers in British Columbia, and the Yellowhead route would
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serve fourteen thousand to fifteen thousand, the big difference bangth& 3

is a very great deal more population in Granbrook, Nelson, Kimberley and
area than there is further north.

Mr. GreEN: ButtheyaregomgmtotheOkanagmandmtonl.
The Wirness: They do not show that in their plans.

By Mr. Jones:

Q. You have branches on your plan here—A. We have been considering it.
There are several branches that might be considered but in plannuag the gena‘al o
project we have not considered some of the small branches. :

Q. Is it unfair to ask the question. You said, two other pipe lines are
going to be eliminated on the grounds of route or how?—A. I do not know.
That will be up to the Board of Transport Commissioners. 2

Q. Am I correct in stating that the Board of Transport Commlssmnm
will possibly grant the three charters?

Mr. Goope: On a point of order, Mr. Chairman, the witness is being asked
to anticipate a verdict of the Board of Transport Commissioners. I do not
think the question is fair.

The CramrMmaN: I quite agree. You may proceed.

Q. %re there any other comments you wish to make in connection with market
surveys?

Mr. Green: A little louder, Mr. Connolly, please. We cannot hear you.

By Mr. Connolly:

Q. I was just asking; Are there any other comments you wish to make
in connection with market surveys? -

Mr. Murray: Might T ask,—

The CuAmrMAN: Will you postpone any further questions until we clear
up Mr. Connolly’s examination, and then we will proceed in an orderly way.

The Wirness: Just to give the proportion of the gas which will be sold in
British Columbia, and in the United States. In British Columbia, according
to our estimates, which are based upon the estimates given to us by the British
Columbia Electric Company, all British Columbia will take approximately 114
billion cubic feet of gas per year on the low estimate of the Consolidated Mining
and Smelting Company. That would be increased by 2-3 billion if their larger
estimate should become effective. There will be sold in the United States
*approximately 63} billion making altogether approximately 75 billion per year
‘or 205 million cubic feet per day. This gives an average daily consumption in
Canada of about 32 million and an average daily in the United States of 173
million to put it on a daily basis.

The question was a~ked I think, was on what the peak load would be
based. The peak would be on the capaeity of our line as presently contemplated. =
As it leaves the Pincher Creek area we will be taking 205 million cubic feet a =
day. !

By Mr. Connolly: ‘

Q. Yesterday T was asked about the fabrication of pipes. I understand =
you have had some discussions with the Dominion Bridge Company on that
subject?—A. Yes, I have had many discussions?

Q. And I understand there has been a letter written to you with reference =
to those discussions?—A. There has. =
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. Q. Now, I have that letter here. Would you care to read it or would you
" have me read it, at the same time filing a copy?—A. That would be quite all
. right. -

Q. The lettgr reads:

Mr. A. Faison Dixon,

Northwest Natural Gas Co. Ltd.,
-111, Broadway,

New York City, N.Y.

Dear Mr. Faison Dixon,

Referring to our various discussions, we should like to confirm that
we are interested in the manufacture of large diameter line pipe to A.P.L
specification for high test line pipe 5LX for cross country gas transporta-
tion system.* We propose to fabricate by methods similar to those
employed in the US.A. (and based on attached operation manual) using
the submerged arc welding process and expanding the material so that
when the pipe is finished, the steel will have a minimum yield point of
52,000 psi.

You requested us to give you an indication of price, and we believe
that this will be in the neighbourhood of $185-$195 per net ton f.o.b. cars
or trucks, Calgary. The price is exclusive of sales taxes and is based on
plate being supplied by Canadian mills. It is further based on our under-
standing that the Canadian portion of the Alberta Natural Gas Company
line would require approximately 400 miles of pipe of 20” diameter or over.

Yours very truly,
DOMINION BRIDGE COMPANY, LIMITED.

J.S. WALSH,

Sales Development Manager,
Eastern Division.

* or ASA code for pressure piping B31.1, section 2, Division 2 for cross
country gas transportation systems.

JSW/EB o
Encl.

Would you care to elaborate on that letter, Mr. Dixon?—A. I have had many
conversations over a year with Mr. Walsh of Dominion Bridge and this is a
sort of end product of those conversations.

Mr. Smita: There are many of those abbreviations in that letter that I do
not understand.

The Wrrness: All I can say is I am no authority on steel but the American
Petroleum Institute gives certain specifications and the pipe fabricating company
has to meet them, and you hire an inspector who is familiar with those details to
watch the pipe as it comes out of the mills to see that it meets the specifications.
They are considering a plant in Calgary and that is where they possibly will
build this plant. These prices are fairly competitive with American prices
delivered at the same points.

Mr. Murray: How many men would that plant employ?

The Wirness: I have no idea. It is a big operation.

By Mr. Connolly:
Q. You have also had discussions—
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~ basis of your figures of cost you gave us yesterday?—A. Yes

~ since then

. start?—A. That is the idea.

By Mr. Smith: i)
Q. They mention the price in there of 8185perbonforymxrsteel. ls :

Q. You had it at $140 a few months ago.—A. The prices have -gone |

By Mr. Herridge:
The 400 miles of pipe mentioned in there i ength i

to bteald in Canada?—?Ap Yes. ke A ’

Q. That would indicate that the pipe would leave Canada at Kingsgs
then?—A. We could guarantee them that much by assuming it going in
Kingsgate, but then there is considerable pipe on the other end of the line gomg
forty miles or so into Vancouver. 3

Mr. Coxnorry: This is the minimum which you could ask them to quote ou :
at the moment without being authorized to build your route? '

The Wirness: Yes.

Mr. Smrra: It is based on crossing at Kingsgate is it not?

The Wrrness: Yes, that is the minimum.

Mr. Greenx: The rest would be bought in the United States? ]

The Wirness: I do not know if we went in the other direction all the way
in Canada where the Dominion Bridge would build a mill, but I think it would :
still be in Calgary. :

By Mr. Connolly:

Q. They would be prepared to supply the pipe if you were authorized to
build an all Canadian route?—A. Yes. !
Q. In other words, you were dealing here with him on a minimum basis asa

Mr. SmitH: On the basis of minimum miles in Canada.
Mr. ConNoLLY: Yes.

By Mr. Ferguson: 7
Q. If it was an all Canadian route would Mr. Dixon say if they would
supply all the pipe for the Canadian route in Canada?—A. That has been our

intention all the time. A
Q. If it was an all Canadian route, instead of 400 miles it would be how

much pipe?
Mr. KimBerrEy: It is on the map. It would be 1,011 miles indicated by
route “A”. ‘
The CuaRMAN: Please proceed; Mr. Connolly. ]
The Wirness: I think under the ordinary conditions we would buy the pipe
in Canada but I would think to get it done in any reasonable time, I do not =
know whether they could furnish the steel from Canadian sources; 1t might be =
that it would be much cheaper to bring the steel up from San Franclsco or even
from Australia. Tt might be a great deal more economical to use, in Canada,
steel from outside sources.
Mr. Apamsoxn: Did you say even from Australia?
The Wirness: Yes. We have been negotiating on that.
Mr. Mugray: Or you could buy it from Great Britain? ey
The Wirness: The freight rates almost seem to preclude that. You can
get it from Australia cheaper than from Great Britain.
Mr. Goope: Did I understand you to say that the Dominion Bridge Com-
pany would build a plant in Calgary for fabricating pipe for this particular ]ob?‘ I
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~ The Wirness: Of course, they would have to have the prospect of
~ additional pipe orders; they could not build it otherwise, but with this as a
~ leg-up they will go ahead and do it. ' 4
Mr. SmitH: They make smaller sizes of pipe too?

The Wirness: No.

By Mr. Connolly:
Q. What do you expect to do about the smaller sizes?—A. We expect to
- buy that in Ontario.
‘ Q. Have you had any discussions with firms on that?—A. Yes.

Q. Would you say who?—A. The Page Hersey Tubes in Welland.

~ Mr. Goooe: May T ask a question, Mr. Chairman: the suggestion was made

in the House of Commons that certain men would take plate, steel plate and
bend it when it came to where it was going to be laid? In fact a very influential
member who took part in the discussion, I will not say filibuster, because Mr.
Green does not like that,—

Mr. GreeN: I do not mind,—

Mr. Goope: You are protecting yourself but not the party I am talking
about. This member, who is the member for Kamloops, made the suggestion
in the House that pipe could be manufactured on the job. That is, they could
get plate steel and bend it when it arrived on location. What do you think of
that, Mr. Dixon?

The Wirness: I have heard it talked of a great deal but I have never seen
it done.

Mr. Smrra: Obviously impossible, is it not? t

The Wirness: No, I would not say that, it might possibly work. I have
heard people who think they can do it and to hear them talk it sounds possible.

Mr. Goope: Have you ever seen it done?

The Wrirxess: No, and I have never heard of it being tried.

By Mr. Connolly:

Q. Would you care to say something about the proposal for financing this
project? First of all what about the initial expenses which have and will be
incurred before the project is definitely set up, as a project to be developed ?—
A. Well, all the expenses up to now, or up to the time public financing takes
place have been borne by a private group, and no stock has been sold to the
public at all.

Q. Is that private group American or Canadian?—A. Both. ,

Q. When the project is developed I understand you mean to go to the
publie for your financing, for your money?—A. Naturally.

Q. Now, will the offer be made to the public both in Canada and the
United States?—A. Yes, we expect to sell as many of our securities as we can
in Canada. The sale of securities is under the Foreign Exchange Control Board
and we will be guided, to put it mildly, by what they say.

By Mr. Ferguson.:
Q. Might I ask, if dividends are paid, will they be paid in American or
Canadian funds?—A. That would be up to the Foreign Exchange Control Board.
Q. Well, a lot of Canadian securities are sold with guaranteed payment of
interest or dividends in American funds. The reason I ask that question is that
I want to refer it to a question I asked yesterday, to which you replied that
you were permitted to receive seven per cent interest on your cost of operations
and capital investment? Is that right?—A. Well, that is what I hoped, but

they change those interest returns that you can earn at the discretion of the
commission.

i At a R i eaE I A S
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Q. May I go a little further: that power that you will have as the carrying
power is granted by the federal government, not a provincial government, due
to your interstate or intraprovincial operation, is that right?—A. That is right.

Q. And the amount that the commission allows you to earn and determines
what you can receive or charge is arrived at from your capital investment and
your cost of operation. That is not settled by the provincial government but
will be settled by the federal government?—A. I do not know.

Q. The fact that you are permitted to earn seven per cent in Canada—
where do you get that figure?

Mr. Goope: He did not say that.

The Wirness: I said that the earnings that had been allowed in Alberta
were set as seven per cent, that is what had been done, but I have been
informed that in all cases it is in the discretion of the commission to let the
company in Alberta earn what they think is proper.

Mpy. Ferguson:

Now, Mr. Connolly, maybe you could answer this question. Do you know
if the provincial government has any say there?

Mr. Goope: On a point of order, Mr, Chairman, we would not give permis-
sion to question two witnesses yesterday, how is it being done today?

The CaAlRMAN: Order.

Mr. Goope: On a point of order, Mr. Chairman, we did not allow that
privilege yesterday.

The CuamrMaN: Mr. Ferguson, we outlined a procedure, and I think it is
only fair that we stick to it. You will have the privilege of examining the witness
and he has been good enough to postpone his examination. I do not think you
should go on at this point. You can have an opportunity later.

Mr. Smita: Mr. Chairman, I have been guilty of breaching the rule and
I agree we will never get anywhere if we are all allowed to intervene and I would
suggest, sir, that you pick me up on that the very first time I attempt to break
that ruling and sit on me and sit on everyone else until Mr. Connolly has ended
his examination.

The CuamMmAN: I think from now on we should finish the questions and
examination of Mr. Connolly.

By Mr. Connolly:

Q. Mr. Dixon, first of all, in connection with the financing, your group has
had discussions with certain Canadian financial houses?—A. Yes.

Q. I do not want to clutter up the record with a lot of things but I have
here a letter from A. E. Ames and Company, written from Toronto in April of
this year. Would you care to have me read that for the record?—A. Yes.

Q. It is written to Mr. Dixon and dated April 19, 1950, and it reads:

A. Faison Dixon, Esq.,
President,

Northwest Natural Gas Co.,
111 Broadway,

New York City.

Dear Mr. Dixon:

As you know, we have had many discussions, extending over almost
a year, regarding your proposed pipe line to carry gas from the gas fields
of Alberta to the Pacific coast. We are familiar with the outline of your
plan, and, although we realize that at this time the details of any financing
plan cannot be definitely arrived at, we agree with you that, as part of

ey s




Sy L re s P : < -2
" RAILWAYS, CANALS AND TELEGRAPH LINES 95

. the cost of such a pipe line would entail expenditures in both United
States and Canadian dollars, it should be financed partly in the United
‘States and partly in Canada. .

We feel strongly that, in the development of such important natural
resources of Canada, Canadian investors should have an opportunity to
share broadly in the distribution of both the senior and equity securities
of the company. We are glad that you concur with us in this opinion.

We are pleased to advise you that if and when you secure the neces-
sary authorizations from the various governmental bodies concerned and
have arrived at a plan satisfactory to Messrs. Morgan, Stanley & Co.
and ourselves for financing your project, we shall co-operate with them in
taking the proper steps to raise the necessary funds.

Yours very truly,
A. E. AMES & CO. Limited.

(sgd) C. G. FuLLERTON.
C. G. Fullerton: MRM.

There have been some discussions with other Canadian financial houses, Richard-
son, Tanner, Greenshields and others?—A. Yes, sir.

Q. And you have made similar arrangements with them?—A. Yes, sir.

Q. Now, would you tell the committee what you have in mind with reference
to the financing of the type of securities?—A. Well, at the present time, a
company being financed such as this would probably put out something in the
neighbourhood of 75 per cent of the securities—or get 75 per cent of the money
shall I put it that way,—in mortgage bonds; some of which might be sold to
the insurance companies. The other 25 per cent would be divided in the equity
type of security. Part of it would be either in convertible debentures or
preferred stock and the rest of it would be in common stock. Just the proportion
of the debentures, preferred stock, common stock, and bank loans, depends
upon the circumstances of the moment, and, I think, upon the Foreign Exchange
Control Board. I think to a great extent the Foreign Exchange Control Board
will have a word to say as to how you get funds either from the States or how
funds shall be brought into Canada; whether they want to have the funds raised
in the States to help out somewhat, or just what they want to do, I do not know.
They will be able to determine just exactly what they do.

Q. You have a firm undertaking from Messrs. Morgan Stanley and Company
with reference to this procedure?—A. Yes, not only with them; but they are
very active in working with us and they have been ever since they joined us.

Mr. RooxeEy: Who are the auditors?

The CuamrmAN: I am sorry, Mr. Rooney, but we are going to follow the
agreed procedure. However, Mr. Connolly has said he is finished with his
questions and I believe that now Mr. Green would like to ask questions of the
witness. Mr. Green has been very patient so far and I hope that he will be
very brief. ;

Mr. McCurrocu: That will be impossible.

By Mr. Green:

Q. Mr. Dixon, in your bill you are asking for the power to transport oil as
well as gas, are you not?—A. That is in the bill, yes.

Q. Is it a fact that the oil would go by the same route, or have you some
other route in mind for the 0il?—A. We have nothing in mind right now in
regard to oil.
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Q. Now, if you were to transport oil would you transport it by the same
route?—A. That would be impossible to say; it might be and it might not.
We have no plans on the subject and do not know where we will get oil; we do
not have any plans whatever. o

Q. Of course you have neither oil nor gas?—A. Well we have contracts for
gas. g

Q. But you have not any gas that you have developed yourself?—A. No,
and we do not expect to have. B

Q. Can oil be piped by a gas line?—A. No, unless it ceases to be a gas
line—you have to change it in many respects. i £

Q. You know, Mr. Dixon, that in the Senate last fall you were asked:

“Now the type of construction you have in mind, Mr. Dixon, would allow
this pipe line to be converted to an oil line?”

And your answer was:

“Any gas line can be converted to an oil line by putting in pumping stations
in place of compressor stations.” &

A. That is true but you cannot use it at the same time for both. It has :
to be changed. :
Q. Once you have this pipe line installed it can be switched over to 0il?—
A. It would take probably a year to do it. 5
Q. But it could be done?—A. Oh yes, it could be done. e
Q. And you agree, as I understand it, that there will only be one line, in
the practical working out of this problem, from Alberta to the Pacific coast,
because there is only a market on the Pacific coast for the products of one line?—
A. As of the moment that is true. A
Q. No possibility— —A. No, I did not say that; I say, as of the moment.
Q. And once a pipe line such as that contemplated is installed, how long
will that pipe line be of use?—A. As long as there is gas to supply it and market
facilities. '
Q. How long would the pipe line of itself be of use?—A. I know of pipe
lines over 50 years old and still in good condition. v
Q. I understand that you have given evidence somewhere else to the effect
that once this pipe line is installed it is good for one hundred years?>—A. I think
that is more or less true. It is like a railroad is good. You keep repairing it;
if any part of it is in an area that is rusty well you repair that part. In the
course of time you may not have much of the original steel but the pipe line is
still going. ,
Q. We are then considering a problem which is going to affect several
generations, are we not? This is a long range proposition?—A. Certainly you
cannot build a pipe line unless you feel secure for at least twenty years. :
Q. Now, Mr. Dixon, so far you have made no attempt to compare your
route through the Crow’s Nest Pass with a route through the Yellowhead Pass,
is' not that right?>—A. No, I cannot say that, as T have taken a look at the
Yellowhead. But in considering the possibilities of the Yellowhead Pass we did
not make a careful study of it such as we have done in the case of the Crow’s
Nest Pass.
Q. Your study was of the Crow’s Nest Pass and any consideration given
to the Yellowhead Pass was merely incidental?—A. That was as to the elimina- =
tion of that route at first, as the other area seemed better to concentrate our -
efforts on. We would have to spend at least $25.000 before we would be in |
position to compare the Crow’s Nest Pass with Yellowhead.
Q. You have spent $350,000 to date on your investigation but you have not =
felt that it was worth while to spend $25,000 to make this investigation of =
Yellowhead?—A. That is correct. i
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Q And you are perfectly free to select the Yellowhead Pass route and to

& bulld through there if you wish, are you not.

An Hon. MeMBER: No, no.
The Wirness: I wish that were true.

By Mr. Green:
Q. Nobody is placing any restrictions on your building your pipe line

~ through the Yellowhead Pass route?—A. No.

Q. And there is a railway over that route for practically the whole length

- of it—the Canadian National main line—A. That is contrary to the testimony
~ as given, which is all T can say. The contemplated line was twenty miles away

from the railroad, according to the testimony given in Alberta but I am not

~ certain—

Q. Any pipe line through the Yellowhead Pass route would be within very

- easy reach of the Canadian National main line?—A. I do not know where they

are contemplating putting the line or where I would put the line if I was up
there—after it passes south of Mount Robson.

Q. The position is this, is it not? You want to get your gas out of southern
Alberta from Pincher Creek? That is where your attention is focused?—A. Not
necessarily, we want to get the gas where we think we can get it cheapest and in
the largest volume.

Q. Well your interests are in the southern Alberta area?—A. We think
there is a better chance of getting large volumes of gas in southern Alberta than
there is in northern Alberta.

Q. And you said yesterday there was far more gas in southern Alberta than
there was north of Calgary?—A. North of where?

Q. Than there was in northern Alberta?—A. I think that is certainly my
opinion. .

Mr. SmrtH: Did you mean north of Calgary, Mr. Green?

Mr. Green: I changed that to northern Alberta.

Mr. Smita: Well, did you mean that?

Mr. GreeN: I mean what T said.

The CuAmMAN: Get together you fellows.

Mr. Green: We will have to leave Mr. Smith pick up the mistakes I make.

Mr. Smrra: I will certainly pick that one up. ’

By Mr. Green:

Q. Will you point out the areas on the map again? Where in relation to
Edmonton is the Yellowhead Pass?—A. Edmonton is here.

Q. Yes?—A. The Yellowhead is this region right here: from Jasper, I
suppose you would call it, to Mount Robson.

Q. Will you trace the main line of the Canadian National Railways south
from there?—A. Tt follows this route here.

Q. To Kamloops?—A. Yes.

Q. Now, Mr. Dixon, I would like to get your opinion about the Peace
River distriet. You have said that you are an expert on gas and oil matters
and I am not questioning that. By way of explaining my question, let me
point out that in British Columbia the only area of the province in which
there is oil and gas bearing land is in the Peace River distriet. As you know
the Rocky mountains run off across northern British Columbia.—A. I would
not agree with your statement.

Q. That is a generally held belief?>—A. The Royalite Oil Company is
drilling a well on the Queen Charlotte Islands and they certainly would not
agree with you.
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Q. I beg your pardon?—A. I say that the Royalite Oil Company is drilling
a well up in the Queen Charlotte Islands and I certainly believe that they at
least would not agree with you. 55 ‘

Q. I certainly will be happy if they do get oil there but the only place
that there are extensive explorations for oil and gas in British Columbia is in
the Peace River district, is'it not?—A. I do not know that—there is no well
being drilled there.

Q. You do not know whether there are any wells being drilled there?—
A. No.

Q. Can you point to the Peace River district on the map?—A. There. :

Q. That is for British Columbia and Alberta?—A. Yes. )

Q. Where would it be in Alberta?—A. That would be here—this part
here (indicating). 3

Q. Do you not think that what is to happen to the oil and gas in that
Peace River district of British Columbia is very important to the development
of western Canada?—A. I think it is very important but they have not found
enough gas and oil up there to be of any importance as yet; but it is a large
area that is prospective.

Q. It is being very heavily prospected at the moment?—A. No, I should
disagree with you. :

Q. Mr. Dixon, you were asked about the Peace River district before the
Senate committee last year and the question was: “What have you to say |
with regard to northern British Columbia, the Peace River area in British
Columbia?” And your answer was: “I think that is clearly academic. Practi-
cally speaking no gas has ever been discovered with the exception of one very
small well in British Columbia, so that is purely academic.” Now do you
stand by that answer?—A. No, there have been six wells drilled since then
in British Columbia, one of which was a good well. ;

Q. Then you were asked: ‘“Have you given consideration to the gas pro-
duction in the Peace River area of Alberta?” And your answer was: “The
Peace River area has, practically speaking, mo gas at all.”’—A. That is still
correct.

Q. You stand by that?>—A. No, I would like to correct that. There is
no gas as yet discovered, but I am firmly of the opinion that in the course of
time there will be oil and gas discovered in the Peace River distriet.

Q. You believe that in the course of time there will be oil and gas dis-
covered in the Peace River? Then you were asked whether your line was
designed to service that area and your answer was: “Not necessarily; we could
build a line. If there is gas found there we are in a very good position to
get it.”

Now what plans have you for getting gas and oil out of the Peace River
district of Alberta and British Columbia?—A. We have a line projected to
extend north of Edmonton. We have no plans at present to build any line
up into this district as we do not believe that it would be economical to do so.
The gas would cost a lot.

Mr. Smrta: “This district” means Peace River?

By Mr. Green:

Q. You mean the Peace River district? So in effect your pl.ans completely
ignore the Peace River district?—A. I cannot say they ignore it but we have
no line up into that general neighbourhood—not in the general neighbourhood
but as far as any projected line——

Q. How many hundreds of miles is it from that line you hnge got a few
miles north of Edmonton, to the Peace River district?—A. It is about three
hundred. :



'A“'Y’ e:fANALs AND TELEGRAPH LINES SR

- Q. It is more than that?>—A. No, it is about three hundred.
- Q. Isee. And you have given no consideration whatever to getting oil or
~ gas out of the Peace River district into British Columbia?—A. Yes, I have
. thought a lot about it. :
; Q. How are you going to do it?—A. The only possible way to do it is to
forget about bringing it south where you would have so many huge mountains
o cross. But, if gas is developed here in the Peace River area around we will
say St. John, which is not very far from the Pouce Coupe where there is a little
gas, the nearest possible market for that would be Prince Rupert, where there
. seems to be a possible large demand which would be of course necessary. The
- route would be through terrain which is not impossible. It would depend upon
the development which we all hope may take place in Prince George and back
up through to Prince Rupert where the great mills for aluminum and making
cellophane are suggested. :

Q. Then, the proper outlet from the Peace River would be through one of
the passes in the Rockies into the city of Prince George?—A. Through to Prince
George, depending of course on the market. You have of course no market
at all for a pipe line but I have heard that they intend to construct an aluminum
plant in the general neighbourhood between Prince George and Prince Rupert
and also a large cellophane plant considerably west of Prince George. I do not
think there is any big industry contemplated in the immediate vicinity of Prince
George but you hear all manner of rumours and, of course, I am not familiar
with constantly changing projects and plans.

Q. Mr. Dixon, one of the things which appeals to us so greatly on the
coast is the possibility of getting an outlet from the Peace River for oil and
gas?—A. I think Prince Rupert— :

Q. Of course, if the main pipe line comes through Yellowhead Pass then
that main pipe line is within reach of Prince George?—A. No, it is a long way
from Prince George.

Q. Well it could be built?—A. You can build a line anywhere but it is a
tremendous distance from Prince George.

Q. From Prince George you could join up with it?—A. Not economieally,

no.

Q. Your pipe line comes across southern British Columbia and is absolutely
of no use to the Peace River or northern Alberta and northern British Columbia?
—A. Our line would be of no use to the Peace River.

Q. I would like to compare two of your routes—route A and B. Route A
is the one on which the main line will run all through Canadian soil to Vancouver
with two branches, the first one going off there from Trail to Spokane and the
second going off from Aldergrove to Portland, Oregon. Those places I have
named are correct, are they not?—A. They are correct.

Q. And Route B has the main line in the south-eastern corner of British
Columbia as far as Kingsgate and then it goes to Sandpoint, Idaho; Newport,
. Washington; Spokane, and on to Monroe on the coast of Washington? That is
correct 18 it not?—A. That is correct.

Q. Then it turns south to Seattle and Portland?—A. That is correct, and
north to Vancouver.

Q. By the way, if you build on route B what is the size of the pipe line
from Monroe to Seattle?—A. Twenty inches T believe.

Q. And from Seattle to Portland?—A. I think we have twenty inch all the
way down; I am not certain of that, we have a great many variations.

Q. Have you any plans to extend it south of Portland?—A. No.

Q. Have you made any surveys south of Portland?—A. No, there would
be no possibility of that as the Portland Gas Company already has a line
extending down south as far as Eugene where manufactured gas is transported
to the south.

61011—3
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Q. Have you had discussions with them on the matter>—A. We have had

some discussions.

Q. So in effect this Canadian gas will go south a lot farther than Portland ?—
A. It will go south as far as Eugene.

Q. Will it go to California?—A. It could not possibly go there.

Q. What is the size of the pipe line from Monroe to Vancouver?—A. Twenty-
two inch. )

Q. Then, of course, there are two branches in British Columbia on this route;
the one from Newport into Trail and the one from Monroe into Vancouver?
That is correct is it not?—A. Yes. :

Q. Those are the only places in British Columbia that will be touched by
this pipe line except for a short distance through east Kootenay?—A. There will
be Cranbrook, Kimberley, and Nelson—the towns that would be served naturally
from Trail. v

Q. You said yeserday that the total cost of building route A, that is the
all-Canadian route—would be $110,600,000?—A. May I make another statement
on the cost; it may clarify the situation.

Q. Well, could I get that figure on what would be the cost of the all-
Canadian route?—A. The cost of the grid system, which of course is common to
any project is $23,872,000 for the pipe line and $2,795,000 for the compressor
stations.

Q. What is the total?—A. $26,667,000.

Q. That is for the grid system entirely in the province of Alberta?—A. As

far as Pincher Creek junction.
Q. It is entirely within the province of Alberta?—A. Yes.
Q. That figure is common to all five routes?—A. Yes, sir.

By the Chairman:

Q. Is that included in the five routes indicated here?—A. That figure is not
included in the cost.

Q. It is not included in the cost that you have submitted on the charts?—
A. No, the costs shown here are just costs for the line and compressor stations
to the points shown.

By Mr. Green:

Q. The figures you have given on these sketches we have today are all

from Pincher Creek and do not include the cost of the grid system in Alberta?—
A. That is correct.
. Now, I would like to make an explanation of these costs. These are con-
struction costs—the bare construction costs that the engineers estimate that they
should be able to build for. We have to add a great deal to them to get the
final actual cost but, as that is common to all projects for comparative purposes,
these costs, T think, are the most valuable.

Q. Well, would the figure which has to be added to get the final total cost
be the same for all five routes?—A. It would be the same percentage of the
cost.

Q. The same percentage of the cost?—A. Yes, but we have not got con-
tractors’ profits and we have not got interest during construction, and those
things.

Mr. Morr: Pardon me, Mr. Chairman.

Mr. Green: Well, may I finish?

The Cuammax: Would you let Mr. Green finish?

Mr. Green: If I am to be interrupted it is hopeless.

The CuAlRMAN: Well, it is almost one o’clock.
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: Mr Gnm "I am not nearly through e

~ Mr. Morr: I am sorry, Mr. Green, but it is one o’clock and I was going to -
- make a motion that we adjourn until four o’clock.

Mr. Green: I will carry on afterwards.

~ The CuamrMan: Before I put the motion I see that Mr. McCulloch has a
. motion to include the charts in the record of our proceedmgs :

Agreed.
The CrAmRMAN: The meeting will adjourn until four o’clock.

~ The committee adjourned until this afternoon, Thursday, April 27, 1950,
- at 400 p.m.

April 27, 1950.
AFTERNOON SESSION

—The committee resumed at 4:00 p.m.

The CuAarMAN: Gentlemen, will you please come to order. Mr. Dixon
~ would like to make a brief statement, and with your consent we will have him
do so.

Mr. Green: I still have the right of way, of course, Mr. Chairman.

; The CuamrMman: Yes, you have the right of way as soon as this statement
- which is relevant to the whole situation is given.

Mr. A. F. Dixon, Geologist and Engineer, recalled:

The Wrrness: During the noon hour I have had the pleasure of talking with
Mr. Prudham and Mr. Decore, and I am sorry if there has been some mis-
apprehension of what I was saying or trying to say, in regard to the route
through the Yellowhead pass. I do not want to give the impression at all that
we had just brushed that route off and brushed off northern Alberta. We are
making a study of that route. Three months ago we engaged the services of
Ebasco Services, Incorporated, which is a large engineering company in New
York, one of the largest, to study the Yellowhead pass, as there has been great
disagreement among construction engineers on how to get through that pass and
the cost of construection of a pipe line through it.

Mr. Green: That is the pass down near the coast, is it not?
The Witness: That is the pass that runs from Hope to Princeton.
Mr. RoBixsox: Would you mind indicating that on the map, Mr. Dixon?

The Wrrness: This pass is comomn to any route coming through Canada,
. either from the Yellowhead, or coming through Trail. You must go through
. that pass. There is no other possible route. We are going to study carefully
~ the possibilities of coming down in that direction. One great disadvantage of
. that route, of course, is that it leaves Trail and a very considerable population
~  in that nelghbourhood off of the line or the possibility of getting on the line.
But we will certainly want to, before we go before the Board of Transport
~ Commissioners, have all the facts in hand and we will try, of course, to keep
i an open mind on the whole affair. Now, as far as Alberta is concerned, looking
- at it from the other side, the Alberta government are the ones who will decide
. from what fields the gas is going to be taken. They have that right and that
[~ is the law. It is perfectly evident that if the gas should come from the south,
61011—3}
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the Crow’s Nest Pass is the most convenient. If they should decide that the
gas should come from the north, there would be some differences of opinion on
the subject. To my mind the gas which has been discovered and what can be
called proven is more abundant in the south than in the north. Possibilities
to the north are enormous. It has not been developed to anything like the
extent that it has been in the south.

Mr. Smite: When you say north and south where is your dividing line?

The Wrrness: 1 would say fifty miles north of Edmonton.

Now, the line going up to the north of Edmonton could take gas from the
fields in that region, although the amount of gas that the geologists who have
been acting for us, consider is not now in as great a volume as proven, still
there is a very large prospective area in all the northern part of Alberta for the
discoveries of oil and gas. I have been asked the question of how many lines
should be built and I have said, as of the moment, 1t looks as though only one
line should be built. Personally I think there is enough gas in the north or south
to build a line. That is where Alberta wants to have the gas taken from.

We will, of course, abide by the decisions that we have to make. This
enterprise involves a tremendous amount of money and one cannot afford not
to try to get all the information they can before going ahead. |

I thank you. .

The CrARMAN: Mr. Green, we will now continue from this morning.

By Mr. Decore:

Q. In view of the statement that was just made I want to ask one question.
I understand, Mr. Dixon, it will cost approximately $25,000 to survey that
Yellowhead route. Is my understanding from the evidence you gave us this |
morning correct?—A. If we do it with the same care we exhibited on the other |
routes it will cost that much. ]
Q. Am I to understand that before you go before the Board of Transport
Commissioners you will give this route such study as you have all these other
five routes you already outlined?—A. Yes.
Q. In other words, you will do that before you appear before the Board of
Transport Commissioners?—A. We certainly will. !
The CuAmRMAN: Mr. Green. |
1
|
|

By Mr. Green:

Q. Mr. Dixon, what about oil in Alberta? Is it not a fact that most of the
oil is around Edmonton and north?—A. The main discoveries of oil have been |
made around Edmonton. . ‘

Q. And the Yellowhead Pass is the natural outlet to the west coast for oil,
is it not?—A. I would not necessarily say that. I do not know enough about it.

Q. You would not say that it is not the natural route outlet?—A. I do not
know enough about it. :

Q. Before the committee adjourned at noon, we were going into the question
of the cost and, of course, you realize just as I do, myself, that the comparison
as between the cost of the Yellowhead route and the cost of the Crow’s Nest
route is what I want and you are not in a position to give us that. You are
only able to give us the cost as between your five different Crow’s Nest routes?
—A. I cannot give any cost estimates such as I have on this. I can give my
opinion from the part I have seen, that is all I can-do.

Q. Will you give us now the cost of route “A” which I call the Canada- |
first route, which has two branches to the United States, one down to Spokane, {
and one down to Portland, or as you said this morning, the gas was going to go
right down to Eugene, which is one hundred miles further south than Portland,
and then the cost of the United States-first route which is route “B”, where the
situation is just the reverse, and the main line goes through the United States

.
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and there are two branch lines up to the north in Canada, one to Trail, and one
- to Vancouver. Can you give me those figures?—A. Starting at Pincher Creek
- Junction, the construction costs of the line, which we have called route “A”, as
- shown on the sketch map, leaving out of account the grid system, is $78,806,000.
., Q. Leave out what, Mr. Dixon?—A. The grid system. -
- Q. Well, then, you said this morning that there were some additional costs
. to be added on, of which you gave as an example the contractor’s profit, and
I do not doubt that the contractor constructing this line is going to make a
profit. Now, what is that additional figure that has to be added to the $78 mil-
lion for that.—A. I would say four or five per cent.
- Q. Four or five per cent in each case?—A. Yes.
b Q. And then are there any other figures to be added to arrive at a total
- cost from Pincher Creek to the end of the line? What other figures are there?—
- A. There are the organization expenses and the chief expense is the interest
~ during construction.
Q. Which?—A. The interest during construction.
‘ Q. Interest on the money borrowed?—A. On the money. If it takes three
. years, which this line might take, that would run to twelve per cent.
‘ Q. Twelyve per cent. Can you not give us the total figure, that is the total
cost from Pincher Creek to the end of the line?—A. That would be adding, well,
approximately seventeen per cent to these costs. I cannot figure that out in
my head.

Mr. HarkNEss: Seventeen 'per cent on the $78 million?
The Wrirness: Yes, seventeen per cent on the $78 million.

By Mr. Green:

Q. In other words, from Pincher Creek to the end of the line will cost
$78 million plus seventeen per cent.

By Mr. Smith:

‘ Q. That includes contingencies on your costs; there are contingencies in this
~ estimate of construction costs?—A. The interest during construction might be
* a little larger. It is a little difficult to figure whether we can do it in two or
| three years.
Q. Of that figure, how much would be spent in Canada and how much in
. the United States on route “A”?—A. In Canada $56,712,000; in the United
States $22,094,000.

Q. And you have to add on to that, of course, the other charge of seventeen
per cent?—A. Yes.
ks Q. What should be the length of pipe if that route were chosen which would
~ be in Canadian territory entirely?—A. I have not got that figure with me. If
- Iy memory serves me it is about 1,012 miles.

By Mr. Green:

Mr. Smrra: It is on our map here.
The Wrirness: Pardon me, is 1,011 miles.

a- Q. That is not the figure I want because that figure includes quite a length
| that is in the United States?>—A. I have not that figure with me.

. Q. Could you get that figure for Canada?—A. Yes, I could get that for
. you for tonight.

5 Q. And then to come back to route “B”, which is the route down to Spokane
~ and so on to Vancouver and Washington. What are the figures for that route?—
. A. The corresponding figures are: in Canada, $19,386,000; in the United States,
| $42476,000.
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Q. Plus, in each case, the seventeen per cent?—A. Yes. Pardon me, no.
In this case, I would only add, as I think it can be done, constructed, in two
years, the interest during construction would be four per cent less, so it would
be thirteen per cent in this case. 3

Q. Well, there is a difference then in the amount spent in Canada on these
two routes of about, what was it, about $40 million?—A. Less than that. About
$20 million, something like that.

Q. What was the figure for route “A” again?—A. As I figure the difference,
the total cost, you are asking—

- Q. No, no, the difference between the amount spent in Canada on the two
routes. To go by the all Canadian route, I think the amount spent in Canada
is to be $56 million.—A. $56,712,000. ;

Q. And if you go the other way, it was to be $19 million?—A. $19,386,000.

Q. That is a difference of about?—A. $35,424,000. ;

Q. Then, have you got the similar figures for your other three routes?—
A. T have not got them here, no. They are intermediate figures between these
two extremes. I have not got them worked out.

Q. You have not got the costs, either, for those?—A. I have not got that
divided. I have the total cost but not the figures for the division. .

Q. You have given figures on your sketches?—A. Yes.

Q. But you have not got the division as between the amount to be spent in
Canada and the United States?—A. No, I haven’t got them, no.

Q. Could you get them?—A. I do not know whether I can pick them out or
not it is quite a piece of.computation,

Q. By the way, in arriving at your figures for the amount spent in Canada,
in the case of the United States route, do you charge the whole of the branch
line up to Trail as a Canada expenditure?—A. Only the part in Canada.

Q. And the same for the branch at the coast, at Vancouver?—A. Yes.

Q. Will you also get the cost of the mileage in Canada for the United States
first route?—A. I have not got that.

Q. You can get that, can you?—A. Yes.

Q. Now, if the line goes over the border is it the situation that the equipment
for building the line in the United States will have to be American equipment?—
A. Largely.

Q. That will include pipe?—A. Yes.

Q. You do not suggest that Canadian pipe will be used in the United
States?—A. The Dominion Bridge has given me a price for pipe that will be laid
down in Alberta. Of course, we could use some of that in the United States
unless the customs duties, which I do not know now, are too high. Part of that
might be used in the United States, but the determining factor is the cost of the
freight and the custom duties.

Q. Did you get from the Dominion Bridge their figure for pipe through the
United States on your “B” route?—A. It would be the same cost.

Q. No,—did you get figures from the Dominion Bridge for your pipe on
the United States portion of your “B” route?—A. No. It would be the same
figure plus the freight plus any duty. Their cost is so nearly competitive that it -
might be cheaper to buy it from them than it would be from others.

Q. T asked that for this reason, Mr. Dixon, because this morning you said,
or it was said in a letter from the Dominion Bridge Company, that you only
asked for the price on the four hundred miles in Canada and you are not able
to tell us what the cost would be for the pipe the rest of the way, if an all
Canadian route was followed, and now this afternoon, you say you have dis-
cussed with them the supply of pipe for the American route?—A. I think you
are wrong with your statement.

Q. You think I was wrong?—A. Yes.
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Q. Then wiﬁh regard to the maintenance,—the reason I asked that, Mr.

Dixon, is this, I believe you people very much prefer this United States-ﬁrgt

route?—A. On the subject of maintenance there is no question whatever.

Q. Well, on the maintenance, of course, if the line were in Canada, the
maintenance cost would go to Canadians, and if it goes through the United
States those costs would go to the Americans, is that not so?—A. That is self-
evident.

Q. Then on the rates in Vancouver I understood you to say yesterday
that the rate you expected in Vancouver would be thirty-four cents per thousand
feet. —A. No, I did not say that. 4 '

Q. Pardon?—A. I did not say that. I said it would be somewhere from
thirty-four, thirty-six, thirty-eight, depending on the route that was takel}.

Q. It would be from thirty-four cents to?—A. Thirty-eight cents. That is
as nearly as we can figure with the present price of steel.

Q. I also understood you to say that regardless of whether the line went
through Canada or not, Vancouver would not get the gas any cheaper than
Portland or Seattle. You said there was some sort of an arrangement that all
these cities would get it at the same rate—A. The prices will be fixed by the
authorities, but the general scheme that we would like to have, which is the
ordinary scheme on any large pipe line, is that on towns along the line buy
the gas under a rate structure at a price depending upon their load factor; if
they are able to take the gas steadily and not have a high peak they get the
gas cheaper; if they have a high peak in winter, then on the demand-commodity
rates, the total cost of the gas is higher and we expect to put a rate structure
into effect for all the towns, giving the same price no matter what route is
taken.

Q. Well, now, suppose the line goes through the United States and there
is just a branch line up to Vancouver, then what about, rates?—A. Just exactly
the same. Spokane, Portland, and Vancouver would all pay the same rates.

Q. I asked you that, Mr. Dixon, because in the reports of the evidence
given before the Alberta Natural Gas and Petroleum Board,—I am quoting
from a despatech of February 18th, from Calgary, which reports this evidence
having been given there in the hearings of the West Coast Transmission Com-
pany:

We plan to go through the Yellowknife Pass; they say the tota
cost in Vancouver will be 29-:2 per cent. '

—A. Pardon me, that is not a correct statement, I was there and heard what
was said.

Q. It says United States points will have to pay an additional 6-4 per cent
per thousand feet bringing the cost there to 35:6 per cent, so apparently this
other company is planning to charge a higher rate in the cities that are further
away from the source of the gas?—A. In the first place, I do not accept your
statement on the costs; that is not the testimony that was given there; it is
something very different from the testimony that you are quoting as they did
not know what price they were going to pay for the gas, they would never
state that. Therefore, why in the world would they say what the gas was
going to be sold for? They gave the transportation cost and that was all.

Q. Mr. Harkness tells me they took the gas in at five cents per thousand
feet. In fact, this article says that the cost of gathering would be 5-9 cents
per thousand cubic feet—A. That was someone else’s testimony.

Q. But they do not figure the way you do in that, they are charging Van-
couver a lower rate than is being charged the American cities?—A. Remember
they have to have the consent of the American consumers just as anyone bring-
ing gas to Vancouver would have to have the consent of the Vancouver con-
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sumers and they are certainly not being consulted on that, and how they could .
ghaége six cents more for gas for being brought in a few miles across the
order— |

By Mr. Green:

Q. Several hundred miles?—A. No, he said they were charging that six
cents at Bellingham, just across the border. '

Q. In other words, the Canadian consumers would get the gas at 6-4 cents
cheaper than the American consumer?—A. Yes. They said something to that
order but that is entirely unrealistic and cannot be done.

Q. That is not your plan at all?>—A. Not all, because it cannot be done.

Q. Your plan is that the eonsumers in Vancouver will have to pay just as
much as the consumer at Portland or Eugene which is one hundred miles south ?—
A. You are going too far there because we are not bringing gas to Eugene.

Q. To Portland?—A. To Portland.

Q. Even though you put this line through to Seattle you are going to charge
Vancouver the same price? '

Mr. Goobe: On a point of order—

Mr. Green: I must object to the interruption; this is eross-examination.

Mr. Goobe: A point of order?

Mr. Green is using this as a court of law and even if he does so, he should
not be allowed to make the statements he is making. He is making a statement
and asking the witness to verify it. I say let him ask the question without
making a long declaration. ,

The CuaRMAN: T think he is well within his rights on any question he has
asked, but if he would confine his statements to a little shorter time that would
be all to the good.

By Mr. Green:

Q. Then, so much for the cost, Mr. Dixon. What United States centres
are you planning to serve?—A. What United States centres?

Q. Yes?—A. The principal centres are all shown on these little sketch
maps.

. Q. Well, on route B you show Sandpoint, Newport, Spokane, Hanford, and
Monroe.—A. And Seattle.

Q. Oh, yes; Seattle and Portland?—A. And the intermediate points along
the way.

Q. You are serving such centres as Wenatchee, Washington?—A. That
would be on route B.

Q. And Yakima? Yakima is a few miles from Hanford? Are you serving
it too?—A. Well it will be a question of bringing it up with Hanford; whether
they want us to serve any other places.

Q. And Walla Walla?—A. What?

Q. Walla Walla?—A. No.

Q. What about Pendleton, Oregon?—A. T do not know; that is one of the
things that may come in the future but it is doubtful.

Q. Are there surveys being conducted in these American cities and towns
now, to decide what gas they will use and what new industries they can
establish?—A. We have made very elaborate and careful surveys—are making
I should say—for those towns along with the operators of the gas companies.

Q. You have been negotiating with the operators of the gas companies in
those various American centres?—A. And also in Vancouver. I do not say
that we are negotiating; we are working with them on how much gas they can use.

Q. Now who are you working with in Canada?—A. With the B.C. Electric
Company.
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' Q.' I méan to say you are working with people in Vancouver, and with the

: 'Conéolidated Mining and Smelting people at Trail?—A. Yes.

Q. Are you working with anybody else in British Columbia?—A. No.
Q. Have you any surveys of Ferni, for example, in east Kootenay?—

A. For Fernie?

Q. Yes?—A. I think we have made surveys of all towns.
Q. You are not discussing the situation with Ferni?—A. No, we are not
discussing it with them; as far as price is concerned we have not had any

~ discussions.

Q. Or any of the cities in the Okanagan?—A. No. v 3
Q. Or in the Upper Fraser Valley?—A. No. In our discussions with the

B.C. Electric Company it appears that they want to take the gas over and bring

it up the Fraser Valley. They do not want us to build the line up there; they
want to do it themselves. bt

Q. I see; that brings me to one of the statements in your memorandum,
Mr. Dixon, on page 8 where I find: “Thus, the proposed system will supply
more natural gas to more users in Alberta and British Columbia than any other
proposed gas pipe line system.”—A. We made that statement, yes.

Q. How can you justify that statement?—A. Because we serve more people.

Q. If you put your line through the States how can you justify that state-
ment?—A. Because, starting from the grid system, to Kingsgate, and the area
around Trail—towns over 1,000 that we would serve in the northwest along that
route are: Natal, 1,300; Fernie, 3,000; Cranbrook, 3,100; Kimberley, 5400;
Creston, 2,000; Trail, 12,960; Rossland, 4,500; making a total of 32,265.

The corresponding figures as near as we know, although we are talking
about something on which we may not have all the information on the other
route for towns of a population of mere than 1,000 which the West Coast

Company would serve are: Kamloops, 10,000; Merritt, 1,300; Princeton, 2,391;
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Hope, 1,100.

On the southern route and we would serve a population of 32,000 and on
the west coast route we would serve 14,700.

Q. You said that you might not have all the information. The statements
made by the other people coming in from the north are to the effect that they
are also going to serve the Okanagan and Trail?—A. They did not say that in
their presentation in Alberta.

Q. If they service those centres they would serve far more than you would?
—A. You can say that they could bring a line anywhere; but it is not part of
their scheme.

M. Smara: It is part of their plan filed and sworn to; I happened to be
there at the time.

The CuAamrrMAN: I think questions should be confined to this issue.

Mr. SmitH: You are right, sir; and I apologize.

By Mr. Green:

Q. The one thing which we in Vancouver are very much concerned about,
and Trail is in the same position to a smaller degree, is that if your line goes
through the United States it will result in us finding ourselves at the end of the
line? Now, how can that position be improved and what is to be done in a case
like that?—A. That would be by agreement—like any other agreement. Certain
agreements are made between the regulatory bodies—which would be the Federal
Power Commission and our Board of Transport Commissioners. They would
be honoured by both sides. I think there would be no question at all about it.
It would be just the same as the position of Seattle and Portland where they

would have to trust to the agreement that they would make with the Canadian
authorities.
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Q. The only protection for users in Vancouver would be if your main line
goes down through the States and, if we are just at the end of the branch line—
A. Wait a moment. You are speaking of being at the end of the branch line
but our large line goes to Vancouver and one of the lines that were shown on
the West-coast Transmission was a very small branch line to Vancouver. Their
main line was into the States; they had a twenty-four inch line into the Stag
but only a sixteen inch line into Vancouver.

Q. That was within a few miles of Vancouver?—A. Quite a distance.

Q. The position is that if you build on route B which goes through Spokane
and Munroe down to Seattle, Tacoma, Portland, and Eugene, and we are on
the other end of the line up to the north, then the only protection we are going
to _ha.ve for our supply of gas is some agreement between Canada and the
United States?—A. Do you not think that is sufficient protection for anybody.

Q. I beg your pardon?—A. Do you not think an agreement between Canada
and the United States is perfect protection?

Q. The situation is, unless it has changed in the last few weeks, that there
. is no treaty between Canada and the United States concerning oil or gas going

over the boundaries. As of last December there had been no negotiations under-
taken, and I ask you how Vancouver is to be protected?—A. Those are questions
that will have to be resolved. There can be no line built without an agreement,
even if it goes through Canada all the way. There can be no line built at all
unless there is some agreement between the two sets of authorities that each part
will get its respective gas.

Q. Nobody on this committee is objecting to building the main line to serve
Canada and to have the surplus carried off to the States?—A. It will have to
be more than that?

Q. How do you mean it will have to be more than that?—A. There will
have to be an agreement that the States will be served.

Q. That the States will be served?—A. Yes and we can trust to that
agreement.

Q. Well, will there have to be an agreement that the States will have to be
served before Canada?—A. I do not know about that; that would be something
that would have to be determine.

. Mr. Dixon, there has been some suggestion that the line could be run
through the States and yet Canadians could be served before Americans on the
line are served?—A. I think an agreement could be made. This is our thought:
we will take the estimate as given by the authorities and that amount of gas
will be allocated—after the Canadian needs which will have a priority.

Q. You did not get my question. You were asked a similar question in
the Senate committee: “Would it be possible for this line to run through
American territory but not to serve American points until Canadian points are
served,”—and your answer was: “No, that would be utterly impossible.”
—A. Well T think on the face of it, that it certainly would be. You cannot
bring gas along a route such as route B, bring it back up to Canada, and then
have another line going down from there—duplicating the two lines. That
would be silly.

Q. Will there be any construction of storage facilities, such as tanks?—
A. You cannot store gas excepting for very small amounts—a few hours’ supply
—and that is done by the distributing company. We are in the hopes of finding
some underground storage. There are some old gas wells east of Seattle where
they had some gas in the lava beds. It was very low pressure and there is a
faint possibility that they may be used for underground storage.

Q. You are hoping to find underground storage near Seattle?—A. There is
a possibility of that; that is the only place I know of unless someone would
drill a gas well and find a gas field—and that would be the best thing that could

happen to a project like this.
Q. Well—
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v M SMITH' Let him finish his statement. He says the best thing that
could happen would be to find a small field near Seattle?

The Wirness: Spokane or Seattle, or anywhere near the end of the line.
It would be invaluable to everyhody because this gas could be stored and peaks
could be shaved. There has been some drilling right in the vicinity of Vancouver
and I hope they find some gas.

Mr. Smita: It cost me some money,—I know that.

- Mr. Greex: Mr. Connolly mentioned in his evidence yesterday that if any
of these other three intermediate routes were followed gas could be sent through
in bond. I would like some explanation of that, and I would point out to you,
Mr. Dixon, on your routes C, D, and E, in each case, you show a branch line
going off to Spokane—a branch in the States. How on earth you could put gas
through any of those routes in bond I cannot understand, but I would be very
grateful if you would explain?

The Witness: I do not know the technique of bonding a commodlty
Mr. Smrra: Particularly gas.

The Wirness: It would be a form of legal agreement, which would amount |
to the same thing.

By Mr. Green:

Q. An agreement? As a matter of fact you have not got any plans to Shlp
gas in bond through the United States, have you?—A. I should think that is
the way it could be done—we would like to do it and we have asked some
lawyers to work on it for us, but there seem to be some very silly difficulties
in the way.

Q. For all practical purposes there is no such thing as shlpplng gas through
the States in bond on any of those three routes, is there?—A. I would not say
that; I do not know.

Q. That brings me to the next point. Is it a fact that the Canadian Board
of Transport Commissioners has no control over the pipe line in the United
States?—A. I do not suppose they have.

The CuArRMAN: That is hardly fair.
The Wrrness: Excepting over the gas going into the pipe line.

The CrairmAN: That is hardly a fair question; he cannot interpret Canadian
regulations.

Mr. GreeN: I think it is fair because Mr. Dixon is a very experienced oil
and gas man.

The CaairmaN: He has shown that—but he is not an interpreter of Canadian
laws.

Mr. Green: He is familiar with the American situation.
The CaHAIRMAN: You asked about the Canadian regulations?

Mr. Green: I asked if the Board of Transport Commissioners has any
control over a pipe line laid in the United States.

The CuamrMAN: It is not a fair question, but if he can answer, all right.
The Wirness: I do not know.

Mr. Greex: Did you follow the pipe line that was laid to the boundary of
southern Manitoba—to Gretna?

Mr. Smita: The oil line.

By Mr. Green:

Q. The oil line, yes. I believe the Board of Transport Commissioners made
a ruling covering the line to Gretna but no further? You follow all these
things?—A. T follow them in general.




110 STANDING COMMITTEE

Q. Well, with regard to your route B, your line which goes through the
United States, you would apply to the Canada Board of Transport Commis-
sioners for an order to allow you to build that line to Kingsgate, to the boundary
point?—A. To build it not only to Kingsgate but for the privilege of exporting
from Kingsgate.

Q. Yes, you would ask for the privilege of exporting from Kingsgate but
when you went on to build your line past Kingsgate you would ask the Federal
— —A. Power Commission.

Q. Yes; the Federal Power Commission; and you also have to go to the
board in Idaho?—A. No, I do not believe so, but that is a question that is still
in dislpute—whether the state authorities have any authority over an interstate
pipe line.

Q. What about Washington? When you cross the border into Washington
do you then have to go to some governmental authority in Washington?—A. If
you have the authority of the Federal Power Commission you do not have to
get authority from a state but, like a great many other things, they have methods
of regulating and so you had better keep on their good side and do what they
want.

Q. For practical purposes is it better to go to those states and get their
approval>—A. You might not get their approval but you will do what they want.

Q. You have to get the approval of the Federal Power Commission to enter
the United States in the first place?—A. You have to get their permission to
build a line.

Q. I think you said in the Senate that you had to get their permission to
enter the States and then for the line through the States—A. That is one way
of putting it but what you really do is apply for a given route and the particular
state line is disregarded as far as the application is concerned.

Q. If the American route is followed, route B, then the United States Federal
Power Commission will have the deciding of where that route is going from the
time it leaves Kingsgate right through—the main line of that route and all
branch lines up to Trail;—with the exception of about twenty miles in Canada.

A. No, that is not exactly the way it works. You make an application to
build the line and it is accepted or refused. They do not tell you where to go.
They give you a permit.

Q. Perhaps we should get at it the other way round. The only part of that
line over which the Canadian Board of Transport Commissioners will have any
jurisdiction at all will be from Pincher Creek to Kingsgate at the boundary, and
then for a few miles from the Canadian boundary up to Trail—about twenty
miles there, and at the coast again from Aldergrove on the boundary for twenty
or thirty miles into Vancouver—A. No, I would not say that. A person who
has control of a part of anything has control of some of the rest. If they are
controlling the flow of gas into the States you cannot say they have no control
over the line, for all practical purposes.

Q. The only control they have over the line into the States would be in
connection with the gas actually going through it, but nothing to do with the
laying of the line?—A. I suppose they could either grant or refuse the permit
for where you were going to build.

Q. Then there was some suggestion made by you yesterday about rates.
I understood you to say yesterday that you would be allowed to make 7 per cent
on your over-all investment in Canada?—A. I think I said that is what I
believed to be the case in Alberta and I thought it was the same in British
Columbia. I was told afterwards that I was wrong and apparently it is 5 per
cent in British Columbia.

Q. Is not the situation this, Mr. Dixon? Any percentage set in Alberta
would only be set against your grid system and you would be allowed a certain
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- profit on the operations of that local Alberta project?—A. I think that would
~ be the way it would work and they would set rates too for towns served along
“the main line in Alberta. ) : .
Q. In British Columbia I cannot see any way in which you are liable to
~ any restrictions. I can see that the rates of the British Columbia Electric
Company—which is going to sell gas, if you get the authority to build a
route—can be controlled, but there is no authority that I know of to control
the rates of the distributor of gas?—A. If there is not authority now there
certainly will be soon. It has been my experience that where you go into a
state where there is no authority you should not think for one moment that
the condition is going to last.
Q. There is this further position. You are asking for a dominion charter
and that means that the province cannot deal with your rates. The telephone
company is in that very favoured position in British Columbia—it is a dominion
company and the British Columbia Utilities Commission has no control what-
ever over their rates?—A. In that case there will certainly be an Act made by
parliament because, all precedent would indicate they will have control over
the rates.
Q. And you know that the Dominion Pipe Lines Act which was passed a
year ago gives the Board of Transport Commissioners the right to set rates and
tariffs on oil pipe lines but leaves you fellows clear—there is no such thing as
setting rates by the board on a gas pipe line?—A. That is good; but I am
afraid it will not last.
Q. Pardon?—A. I am afraid it will not last.
. Q. That is the position at the moment is it not?—A. That is what I am
told.
Q. So that in effect the position is you can charge whatever rate you can
get away with for your service of carrying gas in Canada today?—A. No; of
course that is not in any case true. We would be crazy to do that.
Q. You can charge whatever the market will stand? Is not that the
picture?—A. No, I would not say that. You can do a great many things legally
that would not be practical. If we charged more than we should, then in the
next few weeks when parliament was in session we would be regulated.
Q. For the time being the sky is the limit—there is no governmental right
to step in—A. Well, if you say so I believe it must be the case, but I do not
know.
Q. Then Mr. Dixon, this application is for incorporation of the Alberta
Natural Gas Company. Is that company to be, in effect, a subsidary of North-
west Natural Gas Company?—A. Yes; well either Northwest will be a sub-
sidiary of it or it will be a subsidiary of Northwest; we do not know yet just
exactly how it will be set up. !
Q. Northwest Natural Gas Company is a corporation incorporated in the
State of Delaware?—A. Yes.
Q. Is Northwest Natural Gas Company a subsidiary of Venezuéla Syndicate
Incorporated?—A. No sir.
Q. It was reported in—

Mr. Smita: Moody’s—

The Wirness: According to the definition of a subsidiary it must have at
}&ast IOkper cent of the stock. Venezuela Syndicate has not got 10 per cent of
e stock.

Mr. Green: How much has it got?
T]le'CHAIRMAN: That is not relevant.
The Wirness: I eannot say, I have not got that.
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By Mr. Green:

Q. Venezuela Syndicate is associated with Northwest Natural Gas Com-
pany?—A. It owns some of the stock.

Q. Who is behmd the Venezuela Syndicate?—A. It has about 400 or 500
stockholders.

Q. What company is associated with it on the next level up?—A. Nothmg
—my partner is the president of it and I am a director.

Q. Of Venezuela Syndicate?—A. Yes, and we run it.

Q. Where do Morgan Stanley & Co. come in?—A. They do not come into
Venezuela Syndicate at all.

Q. How do they get control?—A. They do not claim any control. :

Q. How are they associated?—A. They joined us in putting in money, and
they put in time—as members of the group trying to get thé project over.

Q. If this line is laid through the States will that part of it be operated
by Northwest Natural Gas Company?—A. The part in the States, do you
mean?

Q. Yes?—A. Yes.

Q. So that if you get what you are after and get this charter, and then get
permission to build this line, the position will be that Alberta Natural Gas
Company will only be operating a line from Pincher Creek—in the first place
Alberta Natural Gas Grid Limited, which is another associated company, will
be operating the grid system in Alberta?—A. Yes.

Mr. Green: Will you please keep quiet? Alberta Natural—
Mr. RoBinson: There is gas in north Simcoe too.

By Mr. Green:

Q. Alberta Natural Gas will be operating the line from Pincher Creek to
Kingsgate, and they will be operating the little stub from the border to Van-
couver and the little stub at Trail, but all the rest will be operated by Northwest
Gas Company?—A. Yes, but the little stub at Vancouver is quite a piece of
pipe line.

Q. That is the situation. And is this company to be controlled in the
United States?—A. I do not know.

Q. Well, now, Mr. Dixon, surely you know that?—A. Well, I am uncertain
where we will raise the capital for it and the people who put up the main capital
will be the ones to control it.

Q. Who is to have the stock control?—A. That will be determined when
the stock is sold. We hope to get control naturally.

Q. I asked you that because Mr. Connolly was asked this question in the
Senate by Senator Euler: “Where will the stock control be?” and his answer was:
“T would think the stock control would probably be in the United States, sir.”—
A. Well, he was expressing his opinion, and that was the opinion we all held.

Q. Do you contradict that now?—A. No, I do not contradict it.

Mr. Carrorn: You cannot give an opinion on that because no one will
know that until the stock is sold.

Mr. Green: I think Mr. Dixon knows who is going to control it.
Mr. Murray: The company is not even formed.

Mr. Smita: The promoters can handle the control, no matter where the
stock goes.

By Mr. Green:

Q. Mr. Dixon, who is Mr. Cortelyou Ladd Simonson of New York?—A. He
is one of the partners of Morgan Stanley & Company.
. Q. He is on the board repreeentmo‘ the Morgan Sanley Company?—A. Yes,
sir.
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~ Mr. Smrra: Excuse me, I think Mr. Dixon, who has been standing on his
feet all day should be allowed to sit and continue giving testimony.
B The Wirness: No, this is all right, thank you very much. You are very
- kind to think of that. : :
. The CuamrMAN: Perhaps he can think better on his feet, but it is up to
~ you, sir. 4 !

By Mr. Green:
5. Q. Mr. Dixon, you said something about being associated with Panhandle
- Eastern?—A. I was associated with them.
Q. What do you know about their situation in this picture?—A. What
- picture do you mean? @
: Q. In connection with this development in the west.—A. They have nothing
~ whatever in any shape or fashion to do with this enterprise.
, Q. Then, with regard to the form of the bill, your bill gives you power any-
_ where in Canada; in other words, it is not limited to Alberta and British
Columbia, which is the case with the other two bills to incorporate companies
- who are planning to transport gas to the west coast. Are you planning to transport
- gas or oil to the east from Alberta?—A. Not gow. I do not think we will have any
such plans until—we might in the far distant future when the reserves of Alberta
~ increase as much as I think they will.
Q. Is there any reason why you should have that extra power? Why you
- should not be restricted to Alberta and British Columbia?—A. I did not know
- that was in the bill. I did not even know there was any difference in the bills.
— Q. Would you be willing to have read into the bill that instead of within
~ or outside Canada, that it should read within Alberta and British Columbia, or
- outside Canada?—A. Well, I would think it would not make much difference,
but I would hate to change anything that would make everyvthing take a longer
- time. : -
4 Q. I see. You do not really care?—A. I do not care much about it, we
- have no intentions of going to the east.
1 Q. Have you any objection to having written into your bill that the route
- of the main line to the Pacific coast must be in Canada?—A. Yes, I have.
Q. Why? You would not agree to that?>—A. No. I think that would be
. presumptious on our part to put any such thing in. We have done a great deal
of work and I think the Transport Commission should have the advantage of it
and we should not be telling them where the lines should be built and we should
not be telling Vancouver whether or not they should be paying more for their
. gas than they would otherwise.
5 Q. I notice at page 6 of your brief, you say the applicants for incorporations
L are prepared if authorized by the Board of Transport Commissioners to build
* the first described route which runs through Canada in its entirety to Vancouver.
* Now, that would read to the outsider reading it, it reads as though you intend
~ to go before the board and ask them for permission to build through Canada
. but actually the fact is you are only going to build through if you are forced
- to do so by the board—A. I would not say that. As I said, the object of
= anybody in an enterprise like this is manifold, the chief one is to make something
. out of it, and a line through Canada if it is easier to get permission, and it is
- feasible— -
/ Q. And it is which?—A. And it proves to be one that can be built and oper-
& ated, and the Board of Transport Commissioners are certainly one body that is
. competent to say that. They will have their own engineers and they can give
" a thorough study to it and they would not give an order to build a line that was
. not practicable.
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Q. Then, to describe the situation accurately that paragraph should'
“The applicants for incorporation are prepared if authorized by

Board of Transport Commissioners to build the first deseribed route.”
A. No, not at all. That is an entirely wrong admission. :
Q. Let us put it this way.

“if ordered by the Board of Transport Commissioners...”

—A. No, I think it is worded just exactly as it should be. 5

Q. Will you give any pledge to this committee that your eompany, if it is
incorporated, will build the Canada-first line, build a main line through Canada
to the west coast?—A. No. B

Q. Mr. Dixon, that is clear cut and we are glad to have that statement but
I ask you if you in your #alks with the Right Honourable Mr. Howe, y
Minister of Trade and Commerce, that is the stand you have taken?—A. Ju
exactly. . I have not said anvt,hmg to Mr. Howe I have not said to you. y

Q. Mr. Howe wrote a letter to the Vancouver City Council on April 4th
of this year, in which he said: '

“While it is alleged that the Alberta Natural Gas Company, if 1ncorp-='
orated proposes to build a pipe line through the United States, this is not
the information that the company has given me. My 1nf0rmat10n is that
the new company is proposing to build its lines through all Canadian
territory and to serve all Vancouver points before taking the line into the
United States.”

Now, you dispute that, the terms of that letter by Mr. Howe?—A. I told
him just what I told you, that we had the five routes, that we would build any
line we would be permitted to build, that the Board of Transport Commissioners
told us that we would be permltted to build. If the Board of Transport Com-
missioners tells us to build the all Canadian route that will be the line that w1ll ‘
be built. ]
Q. Did you assure Mr. Howe that you were going to build an all Canadlan 3
route?—A. I wish we could have assured him that we were going to build any
line.

Q. So you did not assure him you were going to build an all Canadian
route?—A. Well, we said we would build an all Canadian route if the Board
of Transport Commissioners selected it. He was perfectly correct in his
statement.

Q. If you were ordered?—A. If we were ordered.

The CaAIRMAN: Mr. Prudham.

By Mr. Prudham:

Q. Mr. Chairman, T would like to ask Mr. Dixon one or two questions. *
I will be very brief. I wish to thank him first for the statement right after the
opening after lunch but in view of an answer which he gave to Mr. Green &
moment ago, would you put five routes before the Board of Transport Com- i
mlSQIOHCI‘S and you said yes, and maybe more, I would like to hear you say -
once again that before you go before the Board of Transport Commissioners
that you will give the Yellowhead route as intensive a study as you have the
other route.—A. We certainly will.

Q. Thank you.

Mr, Chairman, in view of the statement of Mr. Dixon, I do not wish to
press for further witnesses. Thank you. ,

By Mr. Ferguson:

Q. In view of the fact that you will, or will you, control the Grid for
collecting this gas that will probably take in most of the gas available for sale"
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at the present time, if you wanted, or any person else wanted to transport gas,
“say to Winnipeg, and you having the control of the Grids, would they have to
come to you for their source of supply >—A. We would certainly like them to and
then we could do it much cheaper than they could do by themselves.

Q. Could they go any place else? Would it be economically possible for
them to build a Grid of their own, in view of the contract you now have—could
any person else wanting to supply gas to Winnipeg, Manitoba, Saskatchewan—
would they be compelled, in your opinion, to come to you, due to the fact that
if you get this charter and are permitted to operate—will you have control of
the great majority of the gas now available?—A. No. There is plenty of gas
in Alberta.

Q. What percentage of available gas now will you have to come through
your Grid system?—A. You mean by available gas the total reserves?

Q. Yes—A. During the thirty-year period, it would be about fifteen divided
by sixty.

Q. You mean in the next thirty years?—A. During the next thirty years.

Q. For the next five years, what control have you got of all available gas
for sale?—A. We would have control of, well, it is hard to speak of available
gas except in terms of total reserves.

There is a large field in the southern part of Alberta, the field that is closest
to Saskatchewan, which would be the natural field for a line to Winnipeg to
start from, or rather a series of fields, and we have not made any contracts
there, it is the area which is controlled by the McColl-Frontenae, Texaco, Union
interests, and we have no contracts there. There is plenty of gas in that area to
supply the demands of Winnipeg. ,

Q. I want to be frank about it.—A. That has nothing to do with the Grid
system.

Q. Does that put your company in a position to control the sources of
supply during the next five or six years of all commercial gas?—A. No, I should
say not. Anyone wanting to come to Alberta to build a pipe line starting there
and going to Winnipeg has quite a large supply of gas which has not been
contracted for.

Q. There is still a great supply of natural gas?—A. Yes. And they will
be in a good geographical position.

Q. To supply Manitoba, for instance.—A. Yes, to supply Manitoba.

Q. I think you mentioned this morning that within twenty years there
should be a return of all capital invested in this operation, is that right?—
A. T did not quite say that. I said you have to have twenty years assurance
before you can do anything.

Q. Before you can get your money back?—A. You have to have twenty
~  years assurance before you can get your money, let alone get it back.

Q. You also said that the approximate life of this line and the operation
of this company would be one hundred years?—A. It would be a very long time
and that is a long way away.

Q. I want to learn for my own personal interests because I would like to
put more money in the gas business, to get my money back in twenty years
and still be good for another eighty. Could you answer if your common stock
and your preferred stock and your bond issue will be payable—you must have
in your mind whether you are going to carry American stockholders and
undoubtedly in this case they will have the majority of stock and in many such
cases in Canada they demand that dividends be paid in American funds. Now,
in connection with Morgan Stanley Co., I know them, they generally ask that
—have they asked the question whether dividends would be paid in American
funds on the various issues?>—A. No, they have never made any inquiry.
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Q. If they did, I suppose you will probably say, oh, yes—A. T do not think
Web 'Wﬂtl have much to say, either Morgan Stanley and Co. or ourselves on the
subject.

Q. Why not?—A. The Foreign Exchange Control Board is the one which
will tell us what we can do in that line.

Q. Whether you can pay your dividends in American funds or not?—A. Yes,
they are the ones. £ »

Q. Mr. Green asked a question today to the effect that as far as our federal
government is concerned they would have no control over the price that you,
- as a transporting company of this commodity—they would have no control over
the profit that you could make, so far as the—?—A. I do not know.

Q. Mr. Green, who is an eminent lawyer says there is nothing in the statute
books of Canada. Now, for your sake, I hope it continues, for-the sake of the
users I hope it does not.—A. I would just as soon be regulated. I am assuming
if there is no control there is going to be control.

Q. But there is control by the federal government at present of the maximum
of six per cent in the United States?—A. Well, it used to be, a few years ago
it was six and a half per cent, then after some of the companies became well
established and prosperous they dropped that to six per cent and I think some
of them cut it a little below that, but six per cent is what we generally think
they will let a gas company earn. That is not law. That is what in the opinion
of the Federal Power Commissioners is the proper rate of return for the opera-
tion. If interest rates go down and money gets more expensive I think the
commission will let it go up; if interest rates go down, I think they would lower
the rate to five and a half.

Q. To your knoweldge there is no federal law which says the maximum,
at the present time, which you can earn is a certain percentage. Does it say
maximum?—A. It says it must be reasonable.

Q. And as far as this country is concerned it does not say “reasonable” or
anything pertaining to profit you can make from your investment on your cost of
operation, is that right?—A. As far as T know, but the rates to the consumers—

Q. No person can control the rates you receive on your cost of operation
and cost of depreciation and capital costs? This is a federal project. Now,
you can control the rate in a municipality or in a province; the provincial or
municipal authorities can control it but they cannot take a province-to-province
transportation federal company, and you know as an attorney, Mr. Connolly,
that no provineial government can dictate what a federal company can charge.

Mr. ConnoLLy: They can do so indirectly. They control the rates.

Q. They can control the rates, what rates?—A. The consumer rates.

Q. The consumer rates, but that has nothing to do with this company at
all, they are not selling to the consumer. They will be governed to some extent,
I suppose, but what I am getting at is this: suppose they were permitted by
the federal government, which I do not think they will be able to do, to receive
a return of fourteen per cent on their investment and their operating costs—
supposing they were—then the utility in Vancouver could easily say to the city
of Vancouver: we only want four per cent on our costs, do you see; but in reality
to the Canadian public it would be an ungodly charge for the product, but still
the utility in British Columbia would be only getting a fair return of four per
cent.

Mr. RosiNsoN: Are you asking him or telling him?

Mr. Fereuson: T am not asking you for any information or opinions. It
would not be right if it was given. It is very important, Mr. Chairman. We
are asked to grant a charter, and I am certainly learning a great deal about
granting federal charters ,and I do not want to put a yes, or no to 1t when I do
not know when I am voting on. If T think the people of this country are going
to be charged excessively through the lack of flaws, I do not intend to vote for
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. it, but if I believe it is for the benefit of the people I intend to vote for the charter.
I have no intention to stop the progress of this man’s company or the consump-

. tion of gas in Vancouver or Canada. :

Thank you very much for your answers, Mr. Dixon.

By Mr. Murray:

Q. With respect to the Peace River block, which you pointed out, there are
several small gas wells brought in there?—A. There is one very good well, I
understand, and two small ones.

-Q. It would be reasonable that your Grid would ultimately expand to take
in any volume of gas from that area?—A. That does not seem very likely as
there is so much gas in Alberta.

Q. Prince Albert gas then would go far marketting towards Prince Rupert?
A. I think that would be a logical market going towards Prince Rupert and
developing in the region. It is easy going through the pass.

Q. With respect to the gas in the Northwest Territories along the McKenzie

River, what ultimate use could be made of that?—A. I think the use in the more
or less immediate future would be for the development of mining and that type
of industry utilizing the local resources. In the distant future, when all this
region which seems likely to become a tremendous gas field, why then you can
bring gas almost any distance if you have enough of it. They bring gas from
Mexico to New York but there is not enough gas for such projects in Alberta
proven at the moment, but I think in the course of time such projects will develop
and if that should happen, why the Peace River gas and the north Alberta gas
could move to almost any market. But for the moment I think to develop the
local part of the country is where that gas will be used locally.

Q. Do you think that the gas at Rouleau could be used at Dawson Creek,
for instance, which is quite a large settled area now?—A. Yes, and mineral
industries or pulpwood could be developed there if there was any.

Q. A new pulp mill is going in at Edmonton. Would that be an industry
that would use much natural gas?—A. Yes, that would use a great deal.

& Q. It is a $14 million industry?—A. Gas is a preferential fuel for paper
mills.

Q. Are you aware that drilling is going on in the Fraser River in the Quesnel
area?—A. Well, T heard that was going on in that line up there.

Q. What would happen if they brought in a gas field there?—A. Nothing for
one gas well but in a gas field it would change things tremendously.

Q. But at the rate these gas wells are being brought in at various places
the whole picture might be changed from time to time?—A. It certainly will be.
Pictures are changed in the gas industry very frequently.

The CaaRMAN: Mr. Noseworthy.

By Mr. Noseworthy:

Q. Mr. Chairman, T would like to follow that line of thought. I think
Mr. Dixon said yesterday or this morning that the construction of a pipe line
had no appreciable effect on industrial development.—A. It mostly aids in the
development of industries already started or in a place where the industry would
be anyway, but I have never in my experience seen a gas company come just
because there was gas excepting for its economical use.

Q. Could you say in the light of the natural resources we have in western
Canada, minerals, timber, coal, that a pipe line through Canadian territory
would be more advantageous to Canada than one going through the United States,
or not, in the light of those natural resources that are available?—A. I think it
depends. A line going through where there is no immediate prospect of any
known development, T do not think that would affect it. If the line is going
where there is possible development, I think it would affect it.
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- Q. You know something of the natural resources of British Columbia?
What is your opinion of the effect of the pipe line going through? —A. As far as
British Columbia is concerned, I can see no difference in the effect on British
Columbia or to any marked extent as far as communities are concerned between
any of the five routes that we have been working on because it does take in
Trail and the environs there where gas is immediately useful. The only
difference would be the possibility that gas would not get up the Okanagan
Valley for a long time from a pipe line coming through the United States. But
it is difficult for me to think of any industries that would be developed along
the route from Trail going towards the west. There does not seem to be very
much there. There are very small towns there. It is uninhabited country, very
mountainous and not much timber on it until you get over towards the Cascade
range.

Q. You are thinking in terms, I take it, of the communities that already
exist?—A. Yes.

Q. Are you taking into consideration the possibility of future development
by reason of the fact that your gas line goes through that country?—A. I cannot
see what development in that region the pipe line would help unless some one
wanted to start a pulp mill there and it would look more reasonable to start a
pulp mill nearer better transportation as that country is very difficult in all
transportation facilities.

Q. There is another line I would like to follow. It was noted in a previous
question that you have applied for the right to build either a gas pipe line, or
an oil pipe line, and you told us that it would probably require a year to
convert, a gas pipe line into an oil pipe line. Do you see any possibility of your
company having to do that?—A. Excepting in war, the only possibility would be
a great emergency in wartime. That was done in a line that I happened to
be connected with, an old line that started at Corpus Christi and came to
Houston, that was "converted to an oil line during the war and reconverted to
a gas line after the war. That is the only case I know of where a gas line has
been converted to an oil line, although it is fairly frequent for an oil line to be
converted to a gas line.

Q. You are not figuring converting your gas line to oil for commercial
purposes?>—A. No, a line this size, to be worked economically, would require
somewhere from 250,000 to 300,000 barrels going through it every day. Which is,
so far as the available supplies in Alberta are concerned, would be entirely too
large for such an enterprise.

Q. Mr. Dixon, some of us have been charged with supporting a monopoly
concern because we showed some opposition to incorporation. I think you have
already admitted that there is no immediate possibility of more than one pipe
line being built to the coast.—A. That is for the immediate present. I have had
a lot of experience on lines that look like there was only one pipe line that
could be possibly be built where there are now a whole series of lines, so I hate
to be a prophet on that.

Mr. NoseworTHY: So you would not care to state how many years from
now the second line would be necessary?—A. Well, in the case of one line in
Tennessee a great many people argued that it should not be built because there
was more gas being supplied than could be used, but then, six months after that
line was finished they were building a parallel line alongside it—so it is very
difficult to say. One reason, I think really the chief reason, that two lines
cannot be built is the fact that Alberta would not allow it. They would think
it was taking too much gas from them at the present time.

Q. Can vou enlighten us at the present time as to what gain it would be
for the Alberta government or for the Board of Transport Commissioners if they
have two or three or five or six companies incorporated when only one was




A, I thmk eompetltmn is the soul of free enterprise. I think every-
should have a try.
Q. When you say competxtlon and havmg a try, just in what field would the
.polnpetltlon lie? Just where is the competition? —A. Competition of ideas for
_one thing. They should have more than one project presented to them so they
aonld take their choice of what they should do.
,‘ - Also the Alberta government controls oil and gas and I think they would
~ like to determine where things are going to ‘be done and how; and if there is one
~ choice of places that is all they have to talk about and they have their hands
~ tied to a certain extent. The same thing is true for the Board of Transport
~ Commissioners.

Q. You are offering the Board of Transport Commissioners the choice of
- five routes?

Mr. MceCurrocH: Or more‘?
The Wirness: 1 promised to give them another.

By Mr. Noseworthy: .

Q. Six routes. Do you think it would be advantageous to them if by
mcorporatlon of other companies they were to have a choice of half a dozen
~ others?>—A. T think it would be advantageous, yes.

Q. So you would favour the mcorporatlon of as many pipe line companies
as possible for the building of pipe lines?—A. I should think so. As long as
. people are bona fide and are willing to spend money in trying to do something,
_ I think they should be encouraged.

Q. One further question. What advantage would your company gain by

- being incorporated without getting a licence; or, if there are five or six com-

" panies that know only one company will get a licence, what advantage do they
get?—A. The ones that lose gain to the extent of minus quite a few hundred

. thousand dollars because they do not get it. They are out. It is like a horse race
—if we do not win we have lost our entrance fee.

3 Q. You have already invested $320,000 in your surveys. If you do get
incorporation but if you fail to get a licence, the charter will be of no value?—
A. I do not know that it would be of any value—you might know of some other
scheme but as far as I see it it would not be of much value.

Mr. SmitH: You have lost your ante.

By Mr. Noseworthy:

i Q. Would the fact that you have a charter in any way help you to recover
(' any part of the $320,0007—A. Not at all, that 1 can see.
Q. There is no way you can deal w1th other companies or dispose of the

' charter?—A. I do not know why any company would want to buy it if they
~ had a charter themselves. I should think that it would be perfectly valueless.
| Q. Some of us are wondering why companies are willing to invest up to
| $320,000 on the chance of getting a charter when they have no idea whether
|~ they are going to be able to use the charter or not?
Mr. SmirH: That is private enterprise.

The Wirness: It is just the way, as I say, that you bet on a horse.

By Mr. Neseworthy :

B Q. I notice, Mr. Dixon, that you have gone not only to the extent of spending
~ the $320,000, but you have made contracts with oil companies to supply you
~ with oxl?—A You mean gas?

A

i
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Q. Well you have made contracts with oil companies?—A. Yes, to supply us
with gas. . i 3
Mr. Smrrs: If, as and when they have a line.

By Mr. Noseworthy: R

Q. It would look as though that were done with some assurance that you
were going to get a licence?—A. It took a lot of talking to get them to sign.
They understand the situation perfectly, of course. A

Q. You do not think your chances of getting a licence are any better than
any other company’s?—A. Yes.

The CualrMaN: He hopes. ‘

Mr. Smita: There are no hole cards in this game.

The Wrrness: It is just all in the enterprise.

By Mr. Noseworthy:
Q. You have not had any outside assurance?—A. Not the slightest.
Q. You outlined the ntimber of towns in British Columbia that are being
served on the pipe line, and all those towns mentioned in your brief will be
served regardless of which of the five routes you follow?—A. All those I
mentioned, yes.

Q. All that are mentioned?—A. Yes.
Q. It makes no difference?—A. The only extra ones that would be served,

which I did not mention, are Hope and Princeton. They would be served on
the A route.

Q. I do not know whether you care to answer this question but let us suppose
for a moment that you did not have to go before the Board of Transport Com-
missioners or before any government board in Alberta, and that you were
entirely free to build a pipe line through to the coast by any route you thought
was feasible. Which of those five routes, under those circumstances, would you
choose?

Mr. LarontAaiNE: He would not be before the committee.

The Wirness: That is a—
Mr. SmitH: —a tough one.
The Wrrness: It would depend upon many circumstances.

By Mr. Noseworthy:

Q. You have examined the situation and you know the relative costs and
so on. You know which one will serve the markets and you must know which
one of those five, if you were free, you would choose? I mean if you were free
to build anywhere you liked?—A. One route will cost more than the other.
It might be more advantageous to build the more expensive route—which has
often been the case. The general principle in a regulated utility is that the more
you spend the more you make.

Q. In so far as your present knowledge of these routes is concerned, if you
were building a pipe line on the basis I mentioned which of the five would you
take?—A. That is a supposition so contrary to fact; that happy condition has
not been in existence for a good many years.

Q. I do not mind telling you that I did not expect to get an answer to the
question.—A. That is a supposition I do not think that I should be required to
answer because it is contrary to all the conditions and facts.

Q. In other words you are not prepared to indicate your preference for one
of those five routes?—A. No, I do not certainly want to indicate any preference

whatsoever.
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) 2 4 I notlce you mentlon in your bnef that you will be prepared to serve the
~needs of Canada and that there is a gas supply available to meet the needs of
Canada and each of the districts you want to serve in the United States. Are
you taking into account there the present needs of Canada or are you considering
possible future needs?—A. Future needs. We have discussed and will discuss
with the vital companies and authorities to try to get as nearly as possible what
- the consumption of gas say for the next fifteen or twenty years will be and that
amount of space will be reserved for Canada.

Q. I notice from the map and figures given us on routes A and B that route
A costs $11,749 per mile more to build than does route B. Can you explain the
difference to us? I have divided the total mileage by the cost in each case—
A. You are referring to the cost per mile?

Q. Yes, I simply divided the mileage given in each case by the total cost
and I find that there is a difference on route A, of $11,749—more than the cost
for route B?—A. It is so much more expensive than route B because of the
terrain.

Q. It is due to the nature of the country?—A. Yes.

Q. Would you be prepared to tell us now just what are the disadvantages
of route A from your point of view?—A. Difficulty of maintenance—that is the
chief thing. The fact is that it will be extremely difficult to keep the line in
continuous operation—that is the chief disadvantage. Any line going through a
country with heavy snowfalls and poor access—if you have a break, will always
be difficult to repair quickly. There will be apt to be more breaks than on route B.

Q. More breaks in route A than on route B?—A. That would be reasonable
to expect because it is going through side hill country where you may have slides.
Fortunately the worst part of that is near a highway which is belng kept open at
great expense by British Columbia—that is through Allison’s Pass.

Q. Would you consider the difference in cost a disadvantage?—A. That
is not nearly as much a disadvantage as the difference in maintenance because
a line that is not running continuously and regularly 365 days a year, year

. after year is something that is very hard on the people it supplies, and terrifie

on the management,

Q. In other words you tell us that route B has a number of disadvantages
over route A?—A. It has advantages, yes. It is obvious and anyone can see that
across a flat plain with a fairly mild climate and fairly small snowfall, a line
would be much easier to maintain. Route A however has political advantages.

Q. Am I justified then in my conclusion that you have a preference for
route B?—A. No, because politics could take the place of the engineer.

Mr. NosewortHY: Thank you, sir.

By Mr. Byrne:

Q. Mr. Dixon, the towns you have mentioned as being on the Crow’s Nest

Pass route—Natal, Michel, Fernie, and so on, are towns where the principal
industry is coal mining. What in your experience has been the immediate
economic repercussion on such towns whose markets are, I would say almost,
100 per cent within the area to be supplied by the pipe line?—A. Two things—
one 1s the economic effect of selling gas in the towns.
.~ Q. No, no, I refer to the markets.—A. In the markets of course, if you can
sell gas in the markets, you can destroy the industry. But most of those towns
sell their coal to the east. The great market for coal is going east not west.
And as our line is going in the other direction from most of their markets, I do
not think it will have a very great effect on the coal market.

Q. But is it not true for most of the area from the Rocky Mountains west,
_ that the coal might go into the northwest Pacific as well as into Trail?—A. Some
of it goes to the northwest Pacific and a great deal of it is used as stoker coal.
But in going northwest it is oil we would be competing with chiefly.
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Q. There would not be any disastrous repercussions?—A. I do not think so, s

no. The strange fact about a coal town is that all the coal miners want gas.

I have been in towns where the people could get their coal free, yet they put |

gas in and everybody took it. ,
Mr. Smira: You cannot blame them, can yoh?

By Mr. Byrne:

Q. From the information you have available, do you think that the Yellow-
head route would economically serve Trail in British Columbia?—A. It could
not possibly serve Trail, not in my opinion.

Q. Do you think that the question of markets is a material factor in the
development of the Peace River block at the present time?—A. At the present
time as there is very little gas'which has so far been discovered people are not
drilling up there for gas but rather for oil just as they drill everywhere. Gas
is purely a by-product in prospecting. Nearly always in a wildeat well what
you are after is oil. ‘

- Q. Do you think that having an assured market would stimulate the
exploration for gas and oil in the Peace River block?—A. If there was a pipe
line there I think it would stimulate it, but you must have a very considerable
supply of gas before you have a pipe line, and the only way you can get that
much gas is by prospecting for oil.

Q. In view.of the fact that this pipe line proposes taking the excess of gas
from the southern part of the province, do you think that would stimulate the
search for gas in that Peace River block?—A. No, it would not.

The CuamrMAN: Mr. Carter, I think.
Mr. Carter: I have one or two points that I would like to get clear,
Mr. Chairman.

By Mr. Carter:
Q. At the bottom of page 1 under the heading of “The Project”, your
memorandum reads:

“It is proposed to gather natural gas throughout the province of
Alberta and, after supplying the actual consumers of that province who
can be reached economically and allowing for the potential requirements
of those areas, to transport such surplus gas as may then remain available
to the Pacific coast to serve first the maximum number of consumers in
British Columbia who can be reached economically, and, secondly, with
such gas as remains available to serve consumers in the United States
Pacific Northwest.” :

Is it a correct interpretation of that statement to say that it would give
priority to the Canadian markets over the markets in the United States?—
A. I would like to answer your question this way: there will be a priority on
the Canadian market for their potential needs, and the rest of the pipe line
capacity will be reserved for the American needs.

Q. It does not follow from this statement that you intend to serve markets
in the order given in the statement, Alberta first, British Columbia second, and
the United States third—A. When you have a pipe line and there is enough
gas in the pipe line, it is not a question of who gets it first. Everybody gets it.
But when gas is scarce due to some calamity or break or something of that order,
nearly always there is a cut-off of the industries for the moment. I think no
one would object to that. There is a cut-off so that the domestic consumers
can be kept going. But as far as we expect, the Canadian market, up to a
certain limit which would be as large as was néeded, will have the priority. We
have to have it in that way because otherwise we would never get by the Federal
Power Commission. There would be two markets, one called the Canadian
market and one called the American market.
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Q. You mention allowing for potential requirements of those areas. That i 3]
- I take it would be the provision you have made to take care of expansion of
- requirements in Alberta and British Columbia. Have you any figures on that,
- any percentages on that as to what you estimate the rate of expansion will be? o

—A. The figures I gave this morning are for five years from now. That is, the

estimated expansion will be greatly above any consumption of gas now.

Q. I understood that yesterday you gave a ratio which said roughly that
- one-quarter of the gas would be distributed in Canada and three-quarters of it
. would be distributed in the United States?—A. At the end of five years, according
 to present indications, it will be a much smaller percentage than that, a consider-

ably smaller percentage. But we were thinking of making a reservation of the 4
~ gas up to that limit. That was our general thought. :
B Q. In other words, when your line comes into operation, less than one-
~ quarter will be required in Canada?—A. There may be less than one-quarter,

but we shall reserve the capacity of at least one-quarter to supply Canadian
~ needs. That should be enough so far as we can see into the future. - _

' Q. In other words you do not think that Canadian requirements will expand

- beyond that one-quarter of the capacity?—A. Oh, no, I do not say that. Then '\
we can start to loop the line and build some more and by that time I think there -
will be so much gas that we will be able to take all the gas that we want out of

Alberta.

Q. Thank you very much. :

Mr. Ricey: I move we adjourn until 8.30 p.m., Mr. Chairman.

The CaamrMAaN: Until 8.30?

Mr. RiLey: Yes.

The CrammaN: Is that satisfactory to the committee?

Mr. GreeN: Mr. Chairman, I think it is unfair to ask us to sit again this
evening. We have sat twice today already.

Mr. McCurrocH: It was you who took up all the time.

~ Mr. Greex: We certainly can sit tomorrow so I do not see any reason why
this committee should be asked to sit three times in one day.

~ The Cramman: Well, it is up to the committee to decide. A motion to
adjourn is not debatable.

- Mr. Lex~arp: Mr. Chairman, if we have to sit tonight, T think some
arrangement should be made whereby Mr. Dixon does not have to stand up for
the whole period of the sittings.

The Cuamrman: We shall adjourn now until 8.30 tonight. All those in
favour of the motion? The motion is carried.

At 5.55 p.m. the committee a'djourned until 8.30 p.m. tonight, Thursday,
. April 27, 1950.

EVENING SESSION

The committee resumed at 8.30 p.m.

The CHARMAN: Gentlemen, we have a quorum.

Mr. A. F. Dixon called:

The Cuammax: 1 think Mr. Higgins would like to carry on and make
some real progress.

Mr. Hiceins: I shall endeavour to, Mr. Chairman.

The CrAmrMAN: We hope!
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Mr. Hicains: I am bringing in the salt air from the Atlantic. Actually,
I have not got too many questions to ask. Being a very young person and
ardent in my work, I read the brief submitted by the company and I read the
evidence, and it is on the evidence that I want to ask a few questions. FEa

By Mr. Higgins:
Q. On page 2 of your present brief, the second paragraph, you say:
It is estimated that the total annual sales of gas will be approximately
75,000,000,000 cubic feet, being a daily average of approximately
205,000,000 cubic feet. ’

Now, sir, if you will recall your evidence given before the Senate committee,
the figures which were given at that time were different; and the total annual
sales of gas were given as approximately 156 million cubic feet. Why would
there be that difference?—A. We re-designed the line as far as compressor
stations went and we found that by thus re-designing it we could get more gas
through our 24 inch line. ;

Q. And how did you get the daily average? Is that the market?—A. That
was the market worked out for each town. It was done by the Utilities them-
selves with our men working with them, and we assembled that data and that
is the answer. . :

” YQ. That is, from October up to now there has been that re-adjustment?—
. Yes. =

Q. Would it be fair to say that there would be an additional re-adjustment
within a few months as well>—A. No, not much, because I do not believe we
can squeeze any more gas through that line. '

Q. So that is the maximum capacity you can get?—A. I see.

Q. Now I believe the original figures which you gave were predicated on a
supply by three companies. That is why it is rather confusing to me because
in your evidence before the Senate committee and in your brief you included
the Imperial Oil of Canada, the Shell Oil of Canada and the California Standard
Natural Gas Company. Now you have cut out Imperial Oil altogether and you
have only the two companies for supply?—A. We are negotiating with Gulf,
and we have been talking with a great many of the independents as well. The
story of Imperial is that they wished to sell all the gas they could sell to the
Utilities and suppliers at Edmonton. While our contract still had a considerable
time to run it did seem very desirable from every point of view ‘that Edmonton
should be able to buy this gas. That would give Edmonton all the gas which
they would own and they would not have to buy any for a very long period. =
And from the Imperial point of view it was that they could get some money
immediately. ‘

Q. Just for supplying Edmonton?—A. They sold it for $2,300,000, I think, =
and they asked our consent, and we gave it gladly. b

Q. You released Imperial from the contract?—A. We released Imperial from
the eontract.

Q. Was there any quid pro quo given for it?—A. Not a thing in the world
except that I said we would be coming back wanting to get a contract from

them in the Leduc region. _ : )
Q. Are they still talking with you in that way?—A. We are still talking f

with them.

Q. What are the other companies which operate from these two markets?
Did you not say the Gulf?—A. The Gulf in Pincher Creek.

Q. Are they working on thirty day notice, or what is the situation?—A. T he
situation is that it runs, well, practically—let us call it from day to day. We |
have perfect. confidence that they will keep their contract.

Q. Are there any special quotas from the different companies?—A. Yes.
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’ Q. What quotas are you getting from the companies?—A. From both the
Standard and the Shell our quota is 20 per cent of the through put of the line.
: Q. And of the line you are to construct?—A. 20% of the capacity of the
~line plus 10 million more; and an additional 10 million under certain conditions,
which practically amounts to 20 per cent of the capacity of the line plus
20 million cubic feet. _ vy
E Q. And do the conditions you are talking about enter into this picture?—
A. Not much. It is only the amount of drilling that they do. If they have it
available and can fill the whole quota.

Q. But you have not anything to do with their drilling?—A. No excepting
that Standard is under absolute obligation to drill 12 wells, and to keep up
the supply.

Q. That is your contract with them?—A. Yes; and Shell has contracted to
drill two or three wells, I cannot remember which.

Q. And California?—A. That is the California company, Standard of Cali-
fornia.

Q. And with Gulf there have merely been talks?—A. Well, we have—

Q. Contracts?>—A. No. We have been talking with them about it.

Q. And all your gas is to come from these three companies?—A. No. We
expect to get gas elsewhere. We hope to get some gas in the course of time
from all the gasoline plants in Leduc and in the other fields, if such plants are
built.

Q. Has the Alberta Conservation Board made a determination yet?—
A. They have a perfect right to tell us where we are going to get our gas and how
much we are going to get from different persons. :

" Q. You have no control over the amount you can get. It is only what the
board permits you, is it not?—A. Yes, that is correct.

Q. You talk about certain companies. One company which I see mentioned
on page 4 of the brief is the Royal Trust Company. That company will be
coming in, I presume, to do the financing?—A. No, not the financing, but to
take care of the—

Q. The mortgages?—A. To act as trustees and do that type of work.

Q. And what about Lloy’s Register of Shipping, Montreal? What is their
postion in the matter?—A. They would be the inspectors in the construction
of the line.

Q. They would inspect the line?—A. They hope to, and we hope they do.

Q. That is a new one on me. Now, in page 4 I am not quite certain whether
or not you explained to Mr. Green in connection with the $350,000 that ‘has
beeq put up—

The Caamman: Can all the members hear?
An Hon. MemBeEr: Not a word.

The Cramrman: Will you please raise your voice? This is becoming
more or less of a conversation.

By Mr. Higgins:

Q. On page 4 you answered Mr. Green today when he asked you about
this $350,000 that it had been put up by a group. I more or less got the
impression, but I am not sure, that you yourself were chiefly financing it?—
A. No, that is not correct at all. T have a comparatively small amount of
money in it, but I have given all my time to the enterprise.

Q. You are really the promoter of it,"in a sense?—A. I would say that I
was the chief promoter. You may call it that.

i YQ. Are you prepared to say who are associated with you as a group?—
. Yes.
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Q. Well then, who would they be?—A. I think we have it in our brief
and in the bill. L
Q. You mean these people who are mentioned in the bill?—A. Yes. ;

Q. So these are the peopde who put up this $350,0007—A. They put
up some of it. :
& YQ. Did people other than the people mentioned in the bill put up money ?——
. Yes. ;
Q. Who are the people other than the ones mentioned in the bill? Could
you tell me that?—A. I should think so. . ’

Q. Well then, would you tell me in that case? I am not pressing you?—A.
There was the firm of Dominick & Dominick. g

Q. And who are they?—A. They are in New York. And then there is
Langley & Company. :

Q. You mean the investment brokers?—A. And there is the Venezuelan
Syndicate.

Q. Another investment concern?—A. No, that is an oil company, a very
small oil company; and there is a Mr. Charles Leonard and his associates.

By the way, in respect to any of these companies, it is never the company—
except in the case of the Venezuelan Syndicate—which is putting in the money.
It is members of the firm,

Q. Langley for instance?—A. That is Langley, personally.

Q. You mean Langley himself?—A. Yes.

Q. Would they be large shareholders?—A. Yes.

Q. In the bill itself you have a Mr. MeMillan mentioned. Is he himself
personally interested in this?—A. Yes. i

Q. Has he any connection with International Nickel?—A. With what?

Q. With International Nickel?—A. He is connected with a great many
things. I think he is connected with that.

Q. And Mr. Austin Cottrell Taylor; is that the gentleman who is a
director of the Bank of Canada?—A. 1 did not understand you.

Q. Is Mr. Austin Cottrell Taylor the gentleman who is a director of the
Bank of Canada?—A. I do not know. He is connected with a great many
industries in British Columbia.

Q. Is he connected with any other oil companies, to your knowledge?—
A. I believe he owns shares in a great many oil companies but I do not think
he has any active interest in any of them.

Q. Now, I think you were talking about going before the Board of Trans-
port Commissioners in connection with these routes. You have not surveyed the
Yellowhead Pass Route yet?—A. No.

Q. But is it your intention to survey that route before you go before the
Board of Transport Commissioners?—A. Yes.

Q. How long do you think,it would take you to make that survey?—
A. Three months.

Q. Gentlemen, I believe I hear the division bell. T think it would be wise
and expedient to adjourn until after the vote in the House is taken when Mr.

Higgins will resume.
—(The committee adjourned for a vote in the House.)

The CuamrmaN: Order, gentlemen, we will have Mr. Higgins continue.

By Mr. Higgins:
Q. I think, Mr. Dixon, when we broke off you were just telling me something
about the personnel of the company, wasn’t that it?—A. Yes.
Q. T think we had finished with that, had we not?—A. I think so.
Q. Well then, another matter was this: as T remember this afternoon Mr.
Green asked you a question with respect to what would happen in so far as the
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. United States Federal Power Commission is concerned and the regulations
- with respect to the useage of this gas, and I think your answer was that that
~ was something which would have to be determined; now, what exactly did you
~ intend to convey by that answer?—A. I forget just what the question was.
Q. Again, sir, I haven’t got the question down verbatim, but my under-
standing of it was that he asked you would the fact that the Federal Power
~ Commission would have control over the pipe lines in the United States mean
~ that they would be able to enforce the supply of the United States cnstomers
~ first before Canada, and you said that that is something that would have to be
" determined, I think that was your answer.—A. Well, gir, you put the question,
- I can’t remember just exactly what it was.

Q. Do you remember what that was, Mr. Green?

The Wrrness: I think I could answer your question if you put the question
- direct to me.

By Mr. Higgins:

Q. Let me put it to you this way then: would the Federal Power Com-
mission have any decision on the question as to who was to be served first?—
A. That would depend on the agreement as made at the start; they would enforce
the agreement. ;

: Q. An agreement between, who?—A. The parties in interest; for example,

~ between the distributing company in Vancouver and the pipe line company.

Q. T see—A. They would enforce the agreement. _

‘ Q. Then I take your answer to mean that they would not necessarily insist
on your supplying the United States customers first; is that what you intended

to convey by that?—A. T do not think there would be authority to do that.

Q. No, but on that particular point Mr. Connolly in this evidence stated
that he was unable to give us any expert knowledge as to how the American
law affects this particular proposition of yours; are you in a position yourself
fg) give us evidence on American law and how it would cover this contract?—

. No.

Q. The only reason I was asking you that question was for the purpose,
as I indicated yesterday, of having an expert on American law come and tell us

that, if none of the gentlemen here are able to do so.

The CrairmAN: He is certainly not a lawyer and it is only a waste of time
to ask him that.

Mr. Hiceins: I am satisfied with that. Mr. Connolly has said that he
cannot tell us that and obviously this witness is not in a position to, but I am
still wanting to have some expert on American law tell us that.

Mr. Smira: Oh yes.

By Mr. Higgins:

Q. One other matter there is this, that in the questioning this afternoon
Mr. Green asked you about this matter of gas in bond, as Mr. Connolly described
it yesterday, and you were telling him it was more or less a question of legal
difficulties, that you were not in a position to discuss the purely legal difficulties
or any purely engineering difficulties in connection with this gas in bond?—
~ A. None whatever.

Q. As a matter of information, will you tell us how you do it?>—A. You
take a certain amount of gas out at one point with a guarantee that it will
be returned at another point. That is the property of the person who bought
1t before it got into the line and the pipe line would simply be the carrier and

- not the owner of the gas.
& Q. Just to make it a little more clear, this line, and that is the only thing
in which we are interested in so far as gas in bond is concerned, your pipe line
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would be the carrier; you would sell so many billion or million cubic feet; is
that right? Is that the way you put it?—A. No. : A
- Q. Would you tell me then, please, exactly what you mean?—A. With gas
in bond, that gas would be purchased by the company which is buying the gas
in Trail or in Vancouver. At the point at which it would be leaving Canada
the American company would simply transport that gas, it would not be their
property, and they would deliver the gas at its destination. : i

Q. In other words it is in the same situation as a container or a box or
anything else—A. Yes, it would be just the same. , '

Q. That is the principle you had in mind when you referred to gas in bond?
—A. Yes. 3

Q. I see. This is all strange to me and that is why I am asking it, but
transporting goods in bond is a well known principle. We have a lot of gas here
tﬁat is not in bond, as you can well imagine, Mr. Dixon.—A. Well, you said
that.

Q. This afternoon also you were talking about when you crossed the border
into the United States that you would have to apply to the Federal Power Com-
mission for permission, and you said at that time you would apply for a given
line; do I understand by that that you would apply to the Federal Power Com-
mission for a definitely planned line?—A. Absolutely, we must have it planned
when we apply.

© Q. Why would you not be prepared to do the same thing here?—A. You
could do the same thing there, it has been done in the Federal Power Com-
mission.

Q. I see. Why would you not do it here in Canada?—A. That would be
one way to do it. It might save a lot of controversy to to and apply in that
way instead of giving them a choice.

Q. Is there any other reason? You said yourself that there are five choices
here now.—A. What do you mean? I don’t understand.

Q. You do have the choice yourself that you would be prepared to submit
as one line?—A. No.

Q. You have just the one for, the United States, haven’t you?—A. Yes. :

Q. Why would you not have one for this country?—A. We have five in this
country, or six.

Q. I mean vou very definitely have one choice for the United States, you
must have one that you prefer over here.—A. I think we have been over all
that at length already. y

Q. Witness refuses to answer.—A. We have to indicate a direct choice in
the United States. E

Q. You mean the Power Commission there makes you define one line, is
that it?—A. No, we would make an application for one and if that was turned
down, say they didn’t like it, we would make an application for another one.

Q. Apply for one line at a time, is that not their regulation?—A. No, but
that 1s what is done, I have seen it.

Q. I see.—A. There is one case I do know of where they applied for two.

Q. There are no particular provisions which require that you supply them
with four or five different lines so that they can make a choice?—A. There is
no provision for it, but I think it could be done.

Q. So therefore you are only doing it here because of the controversy?—
A. No.

Q. Then why are you doing it?>—A. To give the Board of Transport Com-
missioners a chance to decide what they want to do with it. There are a great =
many advantages in one route as compared with the others, and vice versa.

Q. Well, Mr. Dixon, why would you not follow the same procedure as you
are following over there and apply for one at a time?—A. Because we didn’t
think it necessary, that that would be the best method of doing it.
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‘ A Q But I a:sked you why?—A. We have answered that.
. The Cuamman: I do not think we need all this endless repetition.

5 By Mr. Higgins:

. Q. Now, you have told us today that you know of no case where pipe lines
“have anything to do with the development of the country, I think that is the
statement that I have taken down here?—A. I didn’t say that, I said that so
- far as I know pipe lines have had absolutely nothing to do with the development
- of a country.

Q. And you still reiterate that thought?—A. Yes.

By Mr. Murray:

] Q. Mr. Chairman, that does not refer to the lines themselves but rather to
- the terminals—A. That refers to the territory, to the development of the
~ country through which the pipe line is passing, to which I submit this suggestion
cannot possibly apply. I know of no case where that applies with one exception,
~ where you could say that, a line was brought into a country that did not already
. have the industry there.

- Q. In any of these five lines that you have now in mind is there any possi-
bility that any of these lines would develop the country through which they
- pass?—A. They would develop the industries through which they pass. I think
that this line would have a great effect in helping the development of the country
around Trail.

Q. Which line would you say would do most to develop the country through
which it passes, which of these plans which you put in here?—A. I do not know.

Q. I see. That point really has not entered into your considerations at
all?—A. No, it is the terminal point and the amount of gas you can sell which
1s essential,—the greatest benefit to the greatest number! That is what makes
it more profitable; that is the determining factor.

Q. As you say here on the question of potential requirements to areas
which can be reached economically, do I understand that by using the ratio of
one thousand people per mile that that there would be an economic basis to
work on?—A. It is not the number of people, generally. It is the difficulty of
bringing gas any distance unless you have an industry at the end of that line.

Q. So that particular ratio is not of any particular value, a thousand people
per mile?—A. That could not be utilized with any degree of precision.
| Q. It is an entirely different matter from supplying electricity?

different matter.

Q. You would not only have to have that number of people but you
would also have to have an industry?—A. In certain cases.

Q. Today Mr. Green was putting to you certain evidence that was given
at the hearing of the application of the Westcoast Transmission Company,
Limited, in the province of Alberta and he put to you a quotation from a news-
paper clipping with respeet to costs per thousand cubic feet. I want to get the
record clear on this. You told him that these figures were fantastie, the figures he
gave you at that time. At that time, he read, the total cost in Vancouver would
be 29-2 cents per thousand cubic feet and in the United States 35-6 cents
per thousand cubic feet?—A. That is very wrong.

Q. Why I want to be sure about that is that we do not want to have any
mistake in the matter. I have the record here, or what purports to be the record,
- and these figures seem to be more .or less correct in the newspaper clipping.
. I will read the question and the answer from the record. T believe the name

of the gentleman who was examined was Poor. He was being examined by a
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Mr. Whittaker after a direct examination by Mr. MeDonald and the questxon ‘
by Mr. McDonald was this: ‘
Just one question arising out of the cross—examma,tlon and that is,

as Mr. Nolan brought out, Mr. Poor, that the priee, the total price at say
Bellingham or somewhere in Wa.shmgton was 35+ 6 cents plus the price of

the gas?—A. That is right. _

Q. What is the price at the Canadian markets, say Vancouver?—

A. At Vancouver it would be 23:3 cents plus a theoretical gathenng :

cost of 5-9 or 29-2 cents

The Wirness: That was the cost of transporting the gas.
Q. No, he says at Vancouver it would be 23-3 cents plus a theoretical
gathering cost of 5:9 cents or 29-2 cents altogether—& But that did not
include the cost of gas in the fields. That testimony is wrong. U
Q. That is allright. The point I wanted to make is that Mr. Green, who
read it in all honesty, thought it was right and he based his actual examination
on it—A. I may say that at the end of that hearing it was shown that the
actual price of gas, as I remember it, in the United States was somewhat over
44 cents, I think, and about 39 cents in Vancouver.
Q. Who is this Mr. Poor, is he an engineer?>—A. He is an engineer.
Mr. AppLEwHAITE: Mr. Higgins has based his questions on some quotations.
Would he kindly put into the record from what these quotations were taken?
Mr. Hiceins: They were taken from a copy of transeript headed
The Province of Alberta—Petroleum and Natural Gas Conservation
Board—In the matter of the Gas Resources Preservation Act—AND
IN THE MATTER OF the application of Westcoast Transmission
Company Limited and Westcoast Transmission Company Limited
(Alberta Incorporation) for a permit authorizing the purchase and sale
of Natural Gas in the Province of Alberta for transmission to points in
the Province of British Columbia and, the States of Washington and
Oregon in the United States of America.

SESSION: February 16, 1950.
Volume 16.

Mr. Goope: With whose courtesy is that booklet issued?
Mr. Hicein: I did not say.
Mr. Goope: Does it not say so on the bottom of the page?
Mr. Hiceins: Yes, it reads “Compliments of Westcoast Transmission
Company, Limited”.
Mr. Goope: I just wanted it on the record.
Mr. Hiceins: If the record is incorrect—
Mr. Goope: I am not questioning you, Mr. Higgins.
" Mr. AppLewHAITE: The only reason I asked you for that information is
because of the suggestion that some of the evidence contained therein was not
correct.
Mr. Hiceins: It appears to be a correet transeript.
The Wirness: This volume does not include all the evidence.
, Mr. Hiceins: Well, if this Westcoast Transmission Company Limited did
this deliberately,—
Mr. Rosinson: Was the first question that was asked an actual question?
Did they say that was the cost?
Mr. Hiceins: Tt is a whole series of questions and answers, supposedly a
copy of the transeript of the evidence taken.
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 Mr. Rosinson: Was the question you asked the witness hypobhe’aica_.l?

.~ Mr. Hiceins: No, it is cross-examination, apparently a re-examination by

- Mr. McDonald, who was solicitor for the company, I presume.

~ Mr. Rosinsox: Would you read that first question again?

", Mr. HiceiNs: Yes: i

¥ Q. Just one question arising out of the cross-examination and that
is, as Mr. Nolan brought out, Mr. Poor, that the price, the total price, at
say Bellingham or somewhere in Washington was 35-6 cents plus the

b price of the gas?—A. That is right.

It does appear to be a transcript, that is correct.

The Wrtness: I misunderstood you. You did not say plus the price of the
~ gas in all these cases.

By Mr. Higgins:
Q. Mr. Nolan was your solicitor, was he not?—A. Yes. N,
‘ Q. It was on Mr. Nolan’s examination that this cross-examination was
. based?—A. Yes. ! j
- Q. The second question was, “What is the price at the Canadian markets,
say Vancouver?” to which the answer was: “At Vancouver it would be 233 cents
- plus a theoretical gathering cost of 5-9 or 29-2 cents.”—A. Then, plus the
price of the gas.
. Q. Well, what is the price of the gas?—A. We are paying about ten cents.
- They were calculating a five cent price.
Q. I see. You think they are wrong anyhow?

The CHAmRMAN: Gentlemen, we are not considering—
Mr. Hiceins: It was merely to get the record straight.
The CrAmrMAN: Let us go on further.

By Mr. Higgins:

. Q. In your testimony before the Senate committee you said this: “I should
think an agreement would be insisted upon by the Canadian authorities that the

- gas would undoubtedly go into British Columbia in the amounts required.”

I wonder if you would explain what you meant by that answer?—A. The same

- thing T have been saying all the time—that there would be arrangements made

- that British Columbia would get all the gas it requires.

4 Q. Who are the Canadian authorities to whom you refer?—A. I do not

- know.

‘ Q. Who did you intend to be the Canadian authorities, when you made the

- statement?—A. I though they would be the Board of Transport Commissioners.

& Q. The Board of Transport Commissioners would not have anything to do

= with it?—A. T do not know—there certainly must be authorities—

[ Q. You made the statement; what was in your mind?—A. The Board of

| Transport Commissioners.

b4 Q. They only have the directing of the route of the line?—A. I thought they

had a great deal more to do than that.

: Q. You tell us now the authorities vou meant were the Board of Transport

© Commissioners?—A. The authority I thought at that time was the Board of

~ Trapsnort Commissioners; maybe T was wrong.

Q. Was parliament not the authority you referred to?—A. No.

: Q. You mean there is no authority there?—A. No, but they certainly would

. not be the authority for such a small detail as that.

-1 Q. A small detail—that is the whole argument in this matter—the question

.~ of sufficient gas for British Columbia and the supplying of gas for British
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Columbia. There would be no trouble at all 1f British Columbia Was sa
in this matter. That is why I am asking you on this point—you kno X
yourself >—A. What is your question? 1

Q. I ask you who are the authorities that would have to be satlsﬁed
British Columbia was getting the amount of gas required?—A. I thought
Board of Transport Commissionners would have that authority.

Q. You say- the authorities you meant are the Board of Transport Com-
missioners?—A. Yes. _

Q. What is your knowledge of the Board of Transport Commissione
may I ask?—A. I have read the law but I must admit that I have forgotten

Q. You do not know what their duties are?—A. In general—they h
charge of transportation.

Mr. CarrorL: Is not that a matter of statute?

Mr. ConnorLLy: It is a matter of law.

Mr. Hiceins: Yes, but also Mr. Dixon is a man who knows the Board of Y
Transport Commissioners had no control over this matter.
Mr. Con~Norry: I think Mr. Dixon might have reason to think the Boatd
of Transport Commissioners would certainly have a great deal to say about the -
matter.
Mr. Hiceins: As to the actual gas that was going to British Columbia? = =
Mr. CONNOLLY: Yes, although the Fluids and-Electricity Act does apply
I should think that people in Alberta, too, would have a good deal to say. There
will be contracts and agreements and so on. But why pin Mr. Dixon down on_
a pomt like this? He is not a lawyer; he will do whatever is required. e
Mr. Hiceins: But he must know the authorities whom he meant? Mr. Dixon
is too well versed in this matter not to know whom he was talking about. .
Mr. ConNorry: Mr. Dixon has said that the Board of Transport Com“
missioners was the authority.
Mr. Goobe: Mr. Dixon, you have mentioned a figure as a penalty to British
Columbia and the city of Vancouver, and I wonder if we might get some
information on that—
Mr. MayBaNk: Louder please.

By Mr. Goode:

Q. I would like the privilege of making this statement myself, without the
assistance of my friends down here. )

You mentioned $1,000,000 a year that it would cost Vancouver on the price
of gas, taking into consideration the U.S. line and the all-Canadian route. You
mentioned that as an approximate figure?—A. I mentioned $1,000,000? I said
it would be somewhere between $700,000 and $1,200,000 but that it was a very
hard figure to calculate. -

Mr. Murray: Extra?
The WirNEss: Yes.

By Mr. Goode:

Q. Would that pertain over the twenty years or the life of the pro,]ect? :
—A. Over the entire life of the project.
Q. For the same amount, or would it increase or decrease?—A. I think 1t ’
would be fairly constant.
Q. I want to ask you something about employment in regard to the takmg .
of the all-Canadian route and starting to build this pipe line. Is it a fair =
question to ask you how many men would be employed in the construction of
that line? You said, I believe, that it would take three years to construct. How
many men do you think would be employed on the all-Canadian route—just
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round figures, if you do not mind?—A. It is hard to say anything at all
ccurate but I should say on the entire route there should be something around
i ’moQ. If the route was only built from Pincher Creek—from the end of the
- grid system to Kingsgate—how many men would be employed?—A. There would
p g‘employed say half of that number, but for a shorter time.
’ Q. Now, as far as maintenance is concerned, Mr. Dixon, how many men
mile—and I know this question may be difficult because I do not know very
“much about pipe lines—but on the average, how many men would be permanently
‘employed per mile in pipe line maintenance?—A. I think somewhere in the
- neighbourhood of one-half a man per mile.
; Q. Somewhere in the neighbourhood of one-half a man per mile. T took
" the trouble before I came here to put through a telephone call to Victoria.
I wanted to check your idea about steel mentioned in regard to the Dominion
" Bridge. I had in mind that the West Coast Transmission Company mentioned
that their steel would be made in the United States. Now, Dominion Bridge

in Vancouver is in my riding and I want to know something about employ-
" ment. I want to put this on the record. Their monthly payroll now is $100,000
per month and they consider that if they got this contract 250 men would be
employed for one year, and their payroll would increase fifty per cent.

Mr. SmitH: Is this a question?

The Cuamman: Well, others have made statements. .

Mr. Murray: I would like Mr. Goode to qualify his last statement about
- the number of men who would be employed.
Mr. Goopr: Have I your permission to answer it, Mr. Chairman?

The CuArMAN: I think you have made the statement and it will be found
in the record. I do not think there is any need of repeating it. Mr. Herridge
'~ has the floor.

By Mr. Herridge: :
: Q. This morning T asked Mr. Dixon a question. The city of Nelson has a
. population of approximately 10,000. I asked if it would be served on this line
and I think the answer given was yes. But in listening to Mr. Dixon’s review
of the various cities and towns which would be served along the line, I failed to
hear him mention the city of Nelson, and I notice that the city of Nelson is not
indicated as being served on any of the maps presented to this committee.
—A. The city of Nelson is not far from Trail and we certainly expect to
serve it but not directly. That is an error. We did not have it in our list because
- in conversations with the British Columbia Electric Company, they expect
. to serve that city, and to take the gas as a unit for all those towns. They are
considering that. That is an error that it is not in. We expect to serve Nelson.

Q. Then I have your assurance that the city of Nelson will receive service
from this line?—A. Yes.

Q. Thank you. Now, has the Canadian Pacific or the Consolidated
Mining and Smelting Company, Limited, given any indication that they intend
to invest in your company?—A. No, they have given no indication that they
will invest in the company.

Q. Thank you.

The CuAlRMAN: Mr. Harkness?

Mr. Hiceins: Mr. Chairman, on a question of privilege: there appeared
to be some doubt about the transeript. Let me say that the transeript I read
from was by courtesy of the power company. It is an exact transcript supplied
I believe officially. At least there is no notation on the bottom, but I am told

" that it comés from bona fide sources, and the exact wording which I read is
the same that is contained in the official transcript.
61011—53
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Mr. AppLEWHAITE: Mr. Chairman, T would like to make it eclear to Mr.
Higgins and to the members of the committee that when I challenged the correct-
ness of the things being stated by the witness T was not suggesting that Mr.
Higgins was producing something which was not an exactly correct transeript.

Mr. Hicains: But the suggestion was conveyed when I was asked what was
at the bottom of the transeript. 9

Mr. CarroLr: I want to find out whether or not it is the intention, Mr.
Chairman, to put this evidence in the record of this committee? If so, I object to
the whole proceedings. It cannot be evidence before this committee.

Mr. Hiceins: I am not asking that it be put in. I merely brought it up to 3
clear my own reputation in that particular matter. '

The Cuammax: I think you have cleared yourself, and if you are not
particular about it going in, we can leave it out. Now, Mr. Harkness has the
floors. : /

By Mr. Harkness:

Q. Mr. Dixon I think you have mentioned several times that the construe-
tion of a pipe line does not cause development, by which I understand you to
mean population development or industrial development. Are you familiar with
the development which has taken place in the province of Alberta during the
last 30 years?—A. Yes. _ .

Q. Would you say that any part of that development has been due to the
construction of a natural gas line in that province?—A. There are no big natural
gas transmission lines in the province of Alberta.

Q. Well, Mr. Dixon, you know that there is a transmission line from the
southern part of the province up to Calgary with which another line from the
Turner Valley ties in, and there is a transmission line from the gas field which
is east of Edmonton into Edmonton .and which runs down to Red Deer; and
while those are not extremely long pipe lines, nevertheless they are several
hundred miles in all, and I would like to ask you whether you consider that the
construction of those pipe lines had anything to do with the development which
took place in Alberta.—A. Yes, but I know of no development which took place
along the lines of your Kinsella field to Edmonton due to that gas line, nor do
I know of any development which took place along the line to Calgary due to
the laying of that line, that is to say, along the line. That is what I was saying.

Q. Have you ever heard of the city of Lethbridge?—A. Yes.

Q. Would you admit that a considerable amount of industrial development
has taken place there as the result of gas coming from—A. That is not due to
the laying of a transmission line. It was brought about in Lethbridge due to the
enterprise of the people there utilizing the gas.

Q. My suggestion, Mr. Dixon, is that we have an amount of development
in Alberta which has been due to a very considerable extent to the construction
of the gas lines which we have there—A. Development in Calgary and
Edmonton has certainly been added to by those pipe lines.

Q. And Lethbridge?—A. And Lethbridge.

Q. And Medicine Hat?—A. But those towns, all of those towns with the
exception of Edmonton have gas very close to them.

Q. But Calgary certainly did not have gas close to it, until comparatively
recent times. Our gas there all came from the southern area east of Lethbridge.
—A. That was in very small volume. 2

Q. Until the Turner Valley was brought in. In any event, the point I
wanted to bring to your attention was this fact that in my opinion at least,
and I think in your own judging from what you have said now, a good deal
of the development that has taken place in Alberta has been due to the fact
that gas has been available—A. Well, you can look at it in this way: that a
great deal of the development in Alberta is due to oil and gas.
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Q. But gas was in use there long before oil was there in any quantity and
the development actually, I would submit, has taken place. I am talking about
industrial development chiefly, and population growth.—A. In this particular
case it would be very hard to determine because other fuels were very cheap in
~ that region and we cannot say what was due to gas. And except for the ammonia
plant I do not know of any plant there which was due directly to the gas.

Q. Would you concede that conditions in Alberta and Saskatchewan are
relatively similar except that in Alberta we have had gas and in Saskatchewan
they have not.—A. I do not like to get into a discussion of the similarity of two
Canadian provinces. ‘

B Q. Well, nevertheless the fact is—

~ Mr. Murray: What about the C.C.F.?

s Mr. Harxness: We have very much more development in Alberta than
there is in Saskatchewan and I think that gas is the answer.

i Mr. Byaxe: My understanding of this gathering is that it is to receive
- information from the witness. I have heard on many occasions the member who
_is speaking now give his opinions on the pipe lines during the last four or five
- months in the House of Commons and I must say that I am not in the least
_ interested in his opinions but I am interested in the opinions of the witness.

] Mr. Hargngss: The witness has made a certain statement and I think

I have a perfect right to question him on that statement. .

~ The CruamrmaN: T must ask, however, that the discussion be confined a little
- more to the subject of the bill and not to too many detours.
Mr. Harkness: This is an important statement and one on which some
- question and comment is required.

By Mr. Harkness:

Q. How, to look at a different phase of the matter, would you consider
that the building of a gas pipe line through the area in which there was either
- very little or no oil and gas development, where no wells had been drilled, would
- promote the development of that drilling?—A. T know of a great many long
lines running from Texas all the way to Los Angeles. One line has been there
. for some time now. I know of the Panhandle Line, and I know of the Northern
" Natural line to Minneapolis and other lines. They start at the gas fields, and the
territories along those routes as far as I know, have never been developed because
of those pipe lines. ;
Q. T think you are getting around the question a little?
The Crammax: I think he has been very good. He has answered the
‘questlonxs at far too great length and given you far too much for your money.

By Mr. Harkness:

. Q. Let us put it in a more definite form. If the gas line were going through

 the northern part of Alberta and British Columbia where there is a certain
& amount of oil and gas development now, in your opinion would the existence
[ of that pipe line promote further drilling?—A. If there was a line there, the
| existence of the gas pipe line would promote drilling for gas, yes.
w Q. That is all T want. That is fine. Now, in your statement of this
| morning or yesterday, I have forgotten which, you said that you were planning
on delivering 11 billion cubie feet to British Columbia and 62 billion cubic feet
* to the United States?>—A. I do not think that is quite right.

1 Q. Then what was it?>—A. It was 11,500,000,000, if the consolidated took
‘the small estimate; but if they tock the large estimate, it would be 2 million
‘more than that.

Q. But on the basis of the smaller estimate, just approximately—I do not
care for a few hundred thousands—but just approximately, it would be 11 billion
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as against 62 billion? Now, I think it has already been established also within
the provisions of your statement, that if United States consumers are going to
get, their share of this gas there "will need to be a treaty of some sort entered* ¥
into?—A. I never used the word treaty. :

(On the division bell ringing):
Mr. SmiTa: I move that we adjourn to the call of the chair.
Mr. MayBaxk: I suggest that we come back after the vote and sit here all :
night if need be to get this through.
The CuamrMaN: What is the pleasure of the committee? :
Mr. Mugrray: I think we should get on with the bill. We have heard
everything that can be said about the bill either for it or against it and I think
we should get on with the bill. ;
Ehe CuarRMAN: If that is your wish we will adjourn until after the vote
is taken :
Mr. MURRM I move we proceed with the bill after the vote is called.
Mr. Mayeank: It is understood that we are to come back after the vote?
The CuamrmaN: That is right, that is the usual procedure.
Mr. MayBank: And be prepared to sit all night to get this through.

(The committee adjourned for a vote in the House.)

The CrHAIRMAN: “As you were”, gentlemen.

Mr. MavBank: I wish to make a motion, Mr. Chairman.

Mr. Harkngss: When the committee adjourned—

The CuArMAN: Mr. Maybank has the floor.

Mr. MayBank: I was about to make a motion. :

Mr. HargnEess: I think I had the floor and I would like to finish with these
questions that I am asking Mr. Dixon.

Mr. MayBank: Who has the floor, Mr. Chairman; Mr. Harkness or 1?

The Crarman: Mr. Harkness I think has a right to complete his examin~
ation, and as soon as he has finished ¥ will give you the floor.

By Mr. Harl\nesq

Q. Mr. Dixon, when we adjourned I was Juct at the point of asking
you some questions in connection with the 11 billion cubie feet that you estimate -
you are going to provide to British Columbia as compared with 62 billion cubic
feet to the United States, and you, I think, had just said that you did not know
whether a treaty would be required or not to apportion this amount; but at any
rate I think your evidence has been that if not a treaty an agreement of some
kind would be necessary; is that not the case?—A. Is that a statement of fact
or is that a question? )

Q. I am asking you if that is not so, if that has not been your evidence?—
A. I do not think that is exactly what I said.

Q. Well then, how would this apportionment as between the two areas be
arrived at if it was not through a tréaty or an agreement?—A. I do not know |
how it could be arrived at unless there was an agreement I did not say treaty.

Q. I asked you if it would not be either through a treaty or an agreement
and you said you did not know, that it would be either that of an agreement
of some kind.—A. I agree that there must be an agreement beforehand that
B.C. will get a ecertain amount of gas which will be caleulated to supply all
of their present and prospective needs and the rest of the capacity of the line will |
be divided to the users in the United States.

Q. Well, let us assume that there might be an increase in the demand for
gas in British Columbia, would there not have to be provision in such an agree-
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 ment to take care of that increased demand; and did you not indicate to the
~ committee that the relative proportion would be 6 to 1?—A. I did not say that
it would be 6 to 1; I said we expected that it would be something like 25 per -
~ cent to 75 per cent.

Mr. Murray: You said that Canada would have the preference.

< The WirNess: They would have priority in so far as we can estimate what
~ Canada is going to need. At the moment I doubt if anybody could make
an exact estimate of that.

By Mr. Harkness:

Q. When you were giving evidence in connection with the population from
rural B.C. you stated that the proportion going south from Munroe—and that .
would include Seattle, Tacoma, Portland and so forth—would be a 20-inch pipe
line—that large area to the south would be your chief market, is that correct?—
A. Yes. :

Q. In Seattle, Tacoma, Portland and so forth?—A. That is the largest

 market, a good part of it at least, if you include Seattle and Portland together
it is the larger market.

Q. Yes, then you say the line going north to Vancouver would be a 22-inch
line. Why do you need a larger line going north to Vancouver than going south
to Seattle and Portland where you have the largest market?—A. So we will
have the pressure to supply Vancouver and other points.

Q. It would seem to me that if you are only going at any time to envisage
sending 25 per cent of your gas to the north that you would not need a larger
pipe line going north than you have going south where you are going to send
75 per cent of it?—A. We had this worked out by very competent engineers
and it is a matter of where you need some pretty high pressures on the way
to Vancouver so that you would have enough to feed the gas to inland points.

Q. That is the explanation of that larger line in Canada, because you need
higher pressure?—A. We need a lot higher pressure crossing the international
boundary to take care of the line going from Vancouver up the Fraser Valley.

Q. Then, to go on to another point. I think you stated that you would
serve 37,000 consumers in British Columbia. Now, T take it from that you mean
32,000—A. No, 32,000 population outside of the city of Vancouver; there
would be a population of 32,000. I think I made an error there, I understand
that Nelson alone has a population of 30,000 and that is not included.

Q. In other words, you figure that you will serve 32,000 customers in the
interior of British Columbia?—A. Yes, at consumer points outside of Van-
couver which will be served by that line.

Q. And that does not include the town of Nelson?—A. No, that does not

. - include Nelson.

Q. Then have you any figures as to the number of consumers you expect
to have throughout British Columbia including the City of Vancouver?—A. You
mean we could need a bigger pipe line?

Q. No, I mean the number of customers that you are likely to have on the
line—A. We had those figures given to us in great detail, and also estimates
as to how many there will be additional as time goes on.

Q. The reason I asked the question is this, Mr. Dixon; at a hearing before
the Alberta Natural Gas and Petroleum Survey Board the Canadian Western
Gas Company presented evidence through their president on that point which
to me is very interesting. I come from Calgary, the city of Calgary, and T am
pretty interested in this gas matter from the point of view of Calgary.

And in the evidence that he presented he produced figures to show that the
number of outlets that they had for that system, which includes Lethbridge and
the towns between Calgary and Lethbridge was, in 1949, 38,000 and the total
amount, of gas which they supplied to those 38,000 outlets with a total population,
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as a matter of fact, of 143, 700 —that was the population of those cltles and
towns,—the amount 'of gas they supplied to those 143,700 was a total of some-
thing over 20,742,000,000. Now, that is just about twice as much as you env'lsaga 0%
for use in British Golumbla in other words, at the present time the city of
Calgary, south of Lethbmdge and the small towns between, with a population
of one third of British Columbia, are using twice as much as British Columbia
is envisaged to use—A. Yes, the city of Calgary has the lowest priced gas, with
the exception of Edmenton, of any town in the North American continent, of
any town or city of any considerable size. Those figures also include industrial
loads, the generation of electric power. The consumption per meter in the
domestic service in Calgary is extremely high on account of the cheap gas and
rigorous climate. 3
Q. I would not agree with you on the rigorous climate, of course.—A. Where-
fore they'consume for domestic use several times as much gas per outlet in
Calgary as they would in Vancouver. Also, they have a plant there that makes
ammonia from natural gas, which consumes, I believe about ten to twelve
million a day, wherefore, the figures there are not exaectly or not comparable at
all on the basis of popu'latlon with what would be consumed in Vancouver. The
figures that we gave you for Vancouver are not our figures, they are the figures
of what the British Columbia Electric Company said they would want at the
end of five years.
Q. Well, on the basis of figures of consumption which actually occur in
Alberta, would you not think that this figure of eleven million, which includes
some three and a half million for Trail— —A. No, you are incorrect in your
statement, the eleven million is eleven and a half million.
Q. Eleven and a half million?—A. Also there is a possibility of two and a
third billion being added to that.
Q. But just on the figures you have given, if you take off the three and a
half billion that is going to be used at Trail (it leaves you with only eight million
for all the rest of the province, particularly the city of Vancouver and apart
from commercial consumption. In Calgary the total commercial consumption
—as a matter of fact, you have quoted a figure of ten million and some odd—
the figure given by Mr. Browning is 345 billion, less than half you quoted the
nitrogen plant was using—A. T said ten to twelve million a day.
Q. Oh, yes, these are yearly figures they are talking about here—A. Is that
ten million M.C.F.’s? T think there is some misunderstanding.
Q. M.C.F.?—A. Yes. That is four billion a year, you must mean. I think
we are confused with M.C.F., between billions and millions.
Q. In any event, would you think that it was at least probable that this
figure of consumption for Vancouver particularly was probably very much less
than what the actual consumption would be?—A. I would hate to dispute with
the engineers of the British Columbia Electric. They ought to know their work
there, and it corresponds algo very closely to corresponding communities to the
south in such places as San Francisco.
Q. Well, T will leave that point there. Now, there has been some talk and
some questions in connection with an oi] line from Alberta to the Pacific coast.
Would it be cheaper to build an oil line along a route which had already been
followed by a gas line in the event of an oil line being required rather than
putting an oil line in a completely new location?—A. Well, that depends.
Ordinarily, it would be better for operation and several other purposes. If the
gas line goes up and down hill then it would probably be that you would lay the
oil line, trying to get it on grade. With a gas line, grade makes no difference,
but with an oil line every time it goes up you must pump the oil up and you
can only use a limited amount of that energy to bring it back down again because
yvou have to check the fall of the oil in the pipe when it is coming down or you
would break the pipe. In some cases it would be ideal but in other cases it would
not be so.
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Q. Going from Alberta to the west coast any pipe line has to go up hill a.
~ lot?—A. Yes, but you do not want to have it doing that too much. .
Q. And I suppose you would run a gas line as little up and down as possible?
- —A. That makes very little difference. ; . ;
. Q. In any event, if the two did run side by side, the cost of construction of
" the oil line would be cheaper, that is if the oil line was run alongside the gas
~ line?—A. If it was in a proper terrain, yes.

) Q. Generally speaking, though, it would be an advantage as far as the
. subsequent building of an oil pipe line is concerned if it could follow the route
~ of a gas line already there?—A. In general that is correct, with the qualifications
I gave. :

. i Q. Well, in connection with the gathering system, you said on page 2 of
" the brief that the proposed company would be closely associated with the Alberta
. Natural Gas Company. You told us that the cost of that grid system would be
. $26,667,000. Now, I believe that was the same figure that you gave in a sub-
mission which was presented to the Alberta Natural Gas and Conservation
" Board?—A. It is not exactly the same figure. We had been working on it and
reducing it. That will supplant that figure.

Q. Well, the figure vou put before the Alberta Gas Board was $26,000,000
odd, was it not?—A. T forget, but this has been reworked, and different sized
lines have been calculated; I think we have made a better design this time.

; Q. You do not remember whether the figure you put before the gas board
~in Alberta was $26,000,000 or not?—A. I cannot remember—as my memory
serves it was somewhat more than that.

Q. As my memory serves me it was just over $26,000,000. I have not got
the proceedings with me but I read them. At the time you made that suggestion
you were figuring steel at a price of $140 a ton. You told us today, or yesterday,
that the cost of steel would be $185 a ton. How is it the cost here and the cost
put before the gas people in Alberta is approximately the same—$26,000,000,
with the difference in price of steel of from $140 to $185?—A. It is a different
project; a different design; a different amount of steel. The price of steel, in
any case, has increased a great deal, and so have freight rates.

Q. The point T was getting at is why the two figures are the same in spite
of the fact that the cost of steel is so much greater?—A. If the two figures are
the same it is purely an accident because they are based on two different
constructions. The design of the line has been entirely changed since we made
our submission in Alberta.

Q. Some of the other costs in the line have been reduced in the later
estimate. Steel has gone up so some of the other costs must have gone down?
—A. As T say, you cannot compare them; there is no comparison between the
two sets of figures.

The Cuamrman: Mr. Harkness, I would like to ask you if you would be
good enough to confine your remarks more to the topic of the bill. I do not
believe that the price of steel and all that sort of thing is relevant to what the
committee is asked to do. You could save a great deal of time for everybody
concerned if you would be good enough to keep to the bill—and if not, I will
have to rule that you are out of order.

Mr. HargNEss: We have had a great deal of evidence as to what the cost
of these various lines would be—what the cost of the grid system was and so on.
I was just getting at the cost of the grid system and it is quite evident that
steel is an important item in that.

Mr. AppLEwHAITE: Is the grid system to come under the charter to be
granted by this bill?
By Mr. Harkness:

- Q. As far as the grid system is concerned, have you had any conversations
with the two operating gas companies in Alberta—the one serving‘CaIgary, and
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the one serving Edmonton—as to whether they would be prepared to take theu- ;
gas from your grid system if you constructed it, or have you any reason to :
believe they would sooner get their gas by other: means?—A. I have had many '
conversations extendmg over two years.
J Q. What is the effect of those conversations? Are those two gas companie
there at present favourable to your scheme, or would they prefer to get gas
some other way?—A. I think, as of the moment, they apparently want to get
gas in some other way. :
Q. In some other way. Would that have a material effect on whether you =
build your grid system or not?—A. No. ]
Mr. AppLEwHAITE: I do not want to rise too often on a point of order, but
on page 2 of the brief it says that there is an Alberta company mcorporat,ed for
the purpose of operating a natural gas gathering grid system. If this company
we are dealing with is not being incorporated for the purpose of operating a grid,
then let us keep to a discussion of the bill? ,
Mr. Harrness: Mr. Chairman, I would submit that Mr. Dixon has given
us evidence in connection with the grid system—it is an integral part of this
scheme. The Alberta Natural Gas Grid Company is a subsidiary of the company
which is seeking incorporation at present and therefore the questions are in order.
The CraAmMAN: I think you should proceed with the main topics of the
bill. I quite agree with Mr. Applewhaite, and I think most of the members do,
that you should make your remarks relative to the bill and its main provisions.
There is a good deal of repetition going on now.
Mr. HargnEss: My next question, and the only one I have on that, is: if
the Alberta gas companies at present in opération are not prepared to deal with
vou in this matter of taking gas, as you say you understand, do you think you
have any sort of a chance of getting a permit from the Alberta government, to
construet this grid?

* The WrrNess: Yes.
Mr. Hargness: All right, but I would think myself that it is very doubtful.
The CuAIRMAN: Mr. Maybank wishes to have the floor for a moment.

Mr. Maysank: Mr. Chairman, I wish to move that at the next sitting of
this committee we shall commence to consider the bill, clause by clause—and
that is the end of the motion.

That is to say that at the conclusion of the sitting of the moment we will
not proceed any further with the taking of evidence. It is not my intention to
express any argument with regard to these things—I feel there may be other
people who will wish to argue about them. My own view is that we have had a
masterly presentation of triviality long enough.

Mr. Mclvor: I second the motion.

Mr. Smrrs: I wish to speak to the motion, Mr. Chairman, and I am opposed
to it. Among my many good reasons for opposing it is that the chief hatchet-
man for the government has come down here to start the steam roller in
operation.

Mr. Murray: I think that word should be withdrawn—it is very wrong.
Some Hon. MemBer: Withdraw, withdraw.

Mr. MAayBANK: Mr. Chairman, since the remark applied to me, I am the
one who might expect to have asked that it be withdrawn—if it were to be with-
drawn at all. Thank you Mr. Murray for taking my part that way—but may
I say that I do not care whether he withdraws it or not. All the kind of triviality,
and stupid talk—to use one of his expressions,—just passes off my back like
water off a duck. I pay no attention; I just consider the source.

Mr. Murray: It is not a matter of personalities or whether the honourable
gentleman is aggrieved, or not: It is lowering the standard of parliament to



man. To go into the alley of Hong Kong—
~ Mr. Fereuson: What does “hatchet-man” mean? :
- The CuAmMAN: Order. Mr. Smith has the floor. .
A Mr. Smrra: I was endeavouring, to speak to the motion, but apparentl
~the cariboo have not yet shed their antlers and they have got to get into a fight
~ that is not theirs at all.
k- 1 simply come to this: I have been sitting here all day with some questions
that I wanted to ask. I think the committee will agree that I did have q_uite a
- long cross-examination yesterday, but I think they will agree too that I did not
~ waste any of this committee’s time.
: Some Hon. MemBERs: Oh, oh,—
Mr. MavyBank: Go on.
The CuAmRMAN: Order.

Mr. Smira: There is apparently some disagreement with that statement,
and I notice the agreement becomes vocal from the lips of the same gentleman
who introduced the steam roller a moment ago, as he has tried to do on two or
three occasions in the sittings of this committee.

I shall answer your question, if you like. So I am suggesting that we
~ pursue our normal course, and I do want to ask some questions. If I did not
do that—it is now getting close to 11 o’clock and tomorrow morning—

Mr. Maysank: We do not need to quit at 11 o’clock.
Mr. SmitH: You may not, but I do. I am an old man and you are one

of those young fellows who can still wield a good hatchet. I am still sure it
would save the time of the committee. ;

Mr. MayBank: After all the rest you had today, you ought to be able
to keep going for a long time.

The CHAIRMAN: Order!

Mr. Smrrr: My position is this: I think if T were permitted to study .

these various notes—all I have been able to do was to make notes of what the
witnesses said as they went along—I am sure in so far as I am concerned that if
I had the opportunity this evening of looking over what I have got here I could
do what I have to do in a very short time—not what I have to do but what
I intend to do, in a very short time tomorrow morning.

Mr. MayBaNk: No. Do it tonight. Fifteen minutes would serve you.

Mr. Smrra: Yes, I intend to do it tonight. That is what I am arguing for,
an opportunity; but you are driving me so hard that you are not leaving me a
chance to get some sleep and I need it. My beauty, among other things, calls
for it.

The Cuairman: Order!

Mr. Smira: 1 am opposed to the motion.

Mr. MayBaNK: Surely, you are opposed to it!

Mr. Smrra: I hear sounds coming from somewhere, sounds which are dis-
agreeable, sounds which to me do not make words, phrases, or sentences. I do
not know what those sounds are. T suggest we pursue the normal course and if
I prove to be wrong in what I have said, that this would give me an opportunity
to shorten my examination tomorrow, then you may call me and tell me that
I have had too much to say; or I give you the full authority to tell me tonight.
Perhaps I cannot give it to you because you already have it; but I certainly
would be in agreement with you if you stopped me because I was too prolix in
the examination of the witness.

The CuaRMAN: Mr. Pearkes on a point of order?

mtrodme into a discussion of fhhis kind the statement that a man is a hatchet-
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Mr. Pearkes: I asked a question of a former witness yesterday and I waa k
referred to the present witness today. I would like an opportunity of putting
that question. ol

Mr. MayBank: We are not adjourning.

Mr. PearkEes: I repeat that I would like an opportunity to put that question
to the witness. Whether it be today or tomorrow is immaterial to me; but
I would like to have that opportunity. k.

The CHAIRMAN: Mr. Green? : A

Mr. Greex: May 1 suggest that yesterday Mr. Connolly was giving
evidence and I got up to examine him when my friend, Mr. Murray, moved a
motion that we do not hear Mr. Connolly then but hear Mr. Dixon instead.
That motion was voted upon and carried and Mr. Connolly was stood aside and
Mr. Dixon was called.

I submit in view of that fact that Mr. Maybank’s motion now is completely
out of order and should not be put. The effect of his motion is simply to chop
off any discussion tomorrow at all.

Mr. MayBaNk: No, no, not at all.
Mr. Smrra: It is closure,

Mr. Greex: Yes, that is what it amounts to; that tomorrow there can
be no witnesses called and that we must proceed with the sections of the bill.
If that is what he is moving, I think it is a strange motion for a parliamentary
assistant to move on a private bill which he is sponsoring. However, he has taken
that responsibility and those are the facts.

I have asked Mr. Dixon to get me some figures, but I suppose that will be
cut out. And I say to you that in view of the motion that was put yesterday
and carried, the motion is quite out of order now,

The CuHalRMAN: Mr. Meclvor?

Mr. Mclvor: Mr. Chairman, we are not adjourning, but as I listened to
the debate and to the answers by the witnesses I came to the conclusion that
I had got the information which I wanted to get. I do not see any purpose
in. piling up questions and answers any longer. The witness said that he is
perfectly willing to have an all Canadian route if the Board of Transport
Commissioners grants it. (Canada will be satisfied, and our needs will be
satisfied first. That suits me. That is why I second this motion.

The CuamrMAN: Mr. Riley?

Mr. Ritey: Mr. Chairman I do not see why any questions asked by any
members of the committee cannot be asked this evening. I do not think there
is anything to prevent the committee sitting beyond 11 o’clock—

Mr. MayBaNk: No, no, let us sit all night.

Mr. RiLey:—with the consent of the members of the committee. I am
sure that Mr. Dixon himself, who has been subject to a rather trying ordeal,
would not relish having to go through the same thing tomorrow.

Mr. Dixon has been asked questions which had no bearing whatever upon
the incorporation of a company. Those questions have gone into details which
did not effect in any way the granting of a franchise by parliament, and I think
he has been asked already every question except “Who made the world”? There
is but very little left to be asked and I think it can be asked tonight.

The CuAIRMAN: Mr. Herridge?
Mr. Herrmee: Speaking in support of the argument put forward by
Mr. Green I think in fairness to Mr. Green and one or two others I should say

that when Mr. Connolly’s evidence was terminated at a certain point a question
was asked, and the member asking it was told that Mr. Connolly would be
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i reealled and there would be a further opportunity to ask the\question. I think
~ if you examine the record you will see where you said that at that point.
g The CuARMAN: Mr. Lennard?

4 Mr. LENNARD: In speaking to the motion in support of the member from
~ Calgary east, may I say I sat here fairly quietly yesterday and I heard on
many occasions the member from Calgary east being told that he might better

- ask a particular question of Mr. Dixon, and he accordingly reserved his question.

The CuamrMAN: Mr. Goode?

i Mr. Goope: Mr. Chairman, I think this might be a case where a compromise
~ might be worked out. Let us find it! I do not think Mr. Maybank would mind.
. It is his motion not mine, but why not let us have questions asked from
11 o’clock to 1 o’clock tomorrow and have it generally understood that at that
. time, by general agreement—that is at 1 o’clock tomorrow—we go on to the
bill? That would give everybody a chance. : :

Mr. MayBaNk: Mr. Chairman, that appears to be a question asked of me,

- and I think probably the questions should be asked from 11 o’clock to 1 o’clock
tonight orwuntil 5 a.m., if anyone wishes. People who have been spending time
like the honourable member for Calgary east, have pretty well demonstrated

~ what is going on here and we had better decide whether that minority entirely
runs the committee or whether it does not, and I would say that surely the
questions can be asked.

The CrAIRMAN: Mr. Harkness?

Mr. Hargngess: I would like to know what Mr. Maybank means by making
that statement? I have asked no questions here which I did not ask in the
hope of getting information. I would like to know what Mr. Maybank means?
I think Mr. Maybank has implied that T was wasting the time of the committee
and wasting it deliberately. I say that is absolutely false and I would like to
have ?im explain what he means? If it does not mean that, then what does it
mean

Mr. MayBa~nk: I do not want there to be any misunderstanding as to what
I meant, and so that there will not be any difficulty on that score I meant that
he was wasting the time of the committee; but he says I implied it; I will make
it a little more clear, 1 say it.

Mr. Harkness: I say that is absolutely false.

Mr. MayBank: You say it is absolutely false; that is all right. Both state-

. ments are on the record. That is O.K. Now, the member for Calgary East as
¢ well as others has demonstrated, demonstrated, demonstrated over and over
. again that they are not dealing with the issues involved in the incorporation of
a company. Over and over again from start to finish 95 per cent of the questions
have not had to do with something germaine to the question of whether or not
a company will be allowed to be borne. That is the issue before the committee.

Mr. Smrra: Mr. Chairman, on a point of order: What motion is he speaking
to now?

Mr. MayBank: As to the question asked a moment ago as to whether or
not we could reach a compromise, I think we can effect a compromise if it can
be done in two hours; that is one hour on evidence and one hour on the bill,
betwegn 11 o’clock and one o’clock; or, if that is not enough let us take more
- and sit tonight, and then if these gentlemen want to ask more questions they
~ will have that further chance.

Mr. Murray: Mr. Chairman, what is the motion before the House?
The CuARMAN: The resolution is being discussed, Mr. Murray.
Mr. Murray: I would like to have it read again.

The CHAIRMAN: Do you wish to speak to the motion?
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Mr. RooNEy: Mr. Chairman, I believe that we are not asked very often to
sit long hours. This is a question we want to get cleared up once and for all
and if there are gentlemen here who want to ask questions and who are so
anxious to do so why not let them state their views if it takes all night to get
the thing finished once and for all. I would support Mr. Maybank in his motion.

Some hon. MeMBERS: Question. : b

Mr. Hobeson: Mr. Chairman, there are a lot of members here who like
myself came down this morning at 8 o’clock and we have been in this building
ever since. Now, it is quite all right for Mr. Rooney who comes up here at
half past eleven or twelve o’clock to suggest that we sit all night; if he had =
bleen up here at 8 o’clock this morning he would be glad to call it a day at
eleven. : ‘

The CrAIRMAN: Are you ready for the question?

Mr. Apamson: What is the question?

The CuAmrMAN: All in favour of Mr. Maybank’s motion: ;

Mr. Hiceins: Before the motion is put, Mr. Chairman, may I put this
proposition to you; I would point out that there have been a number of questions
asked Mr. Connolly and asked Mr. Dixon that they have said frankly they could
not answer because, as Mr. Connolly said, he does not know American law; and
you yourself, Mr. Chairman, said that Mr. Dixon was not competent to answer.
If this question is one which is affected by American law, and I submit it is,
we should know it. I cannot see how we are going to decide to agree on this
motion if we are not going to be permitted an opportunity of getting that
information. .

Mr. Apamsox: Speaking to this motion, Mr. Chairman,—

The CHAIRMAN: Yes, Mr. Adamson:

Mr. Apamson: I have not spoken and I have been sitting here ever since
11 o’clock this morning. There are two or three questions which both Mr. Dixon
and Mr. Connolly have intimated were quite important. One of the questions
I have in mind is the question of markets and very little has been said about
that. 1 would certainly like to have an answer to this question with regard to
markets, even if we do not finish before 11 o’clock. I think one of the most
important things on this bill is the percentage of market for Alberta gas, and
I would certainly like to ask these questions. I can deal with them tomorrow
if there is not time to do so now, because I think you would need to have
unanimous consent to sit after 11 o’clock.

Mr. Goope: Speaking to the motion, Mr. Chairman, I suggest that if we
sit from 11 to 1 in the morning that we could devote the first hour, from eleven
to twelve to the putting of questions and that at twelve o’clock we might go
on with the bill. I would move that as an amendment. :

The CualrMAN: Are you ready for the amendment?

Mr. MayBank: May I speak to the amendment?

The CHAIRMAN: Yes.

Mr. Mayeank: I do not know that the other members will comprise, but
those to whom I have spoken will T think do so to a certain .extent at any rate,
if it is a case of one hour on questions tomorrow. As for myself, despite the
vehemence with which I spoke a little while ago when I said no eompromise at
all—at least I said that in effect—despite that my friends are I think as
desirous as I am that we might accept that division of time. I notice quite a
few of my friends nodding their heads. If that be the case, since I would be
willing to accept that amendment, perhaps the member (Mr. Goode) would agree
and the committee would agree that I might incorporate that in my motion,
and the motion would then read that tomorrow the firs hour may be devoted



furﬁ!ier evidenee and thereafter we wﬂl proceed toa conmdem-‘ :
itself. I think that is 'the~ way the a.mendment reads. Is that
D& ble to YOU?
Mr. Goooe: Yes. -
- Mr. Maysa~Nk: Very well.
. The Cuamman: I think that is a fair solutlon all around because there
%. as something said by the chair that it was agreed when Mr, Connolly terminated
is evidence in favour of Mr. Dixon that there would be a brief period to hear
1-- again, and I assume that can be done bneﬁy tomorrow morning. Are you
' ready for the question? ;
“Mr. SmrtH: Is the motion to take evidence until one o’clock?
4 The CuamrMaN: To take evidence from eleven to twelve and after that to go
- on to the bill. :
: Mr. Svara: If it is eleven to one we Wlll all vote for it.
Mr. Carter: I should like to ask this question; if the hour is taken up with
- questioning Mr. Dixon would that exclude Mr. Connolly? '
Mr. MayBank: One hour of evidence.
~ The CaamrMAN: One hour of evidence should cover it. All those in favour
of the amendment— :
i Mr. MayBaNk: The motion itself.
The CuamrmAN: Yes, the motion itself, the amendment is withdrawn.
Mr. Greex: What are we on?

The CualrMAN: The amendment has been withdrawn and the vote is on
the motion which was changed by Mr. Maybank to 1nclude the amendment
“moved by Mr. Goode.

v All those in favour of the motion?

(On the §howing of hands, 32 for and 11 against.)

The Cuarmax: I declare the motion carried.

Mr. Greexn: Could we have a recorded vote?

The CmAmrMAN: Do you think it would do you any good.

Mr. GreeN: Please.

Mr. Cuamman: During the taking of the recorded vote jn order that things

‘may be uniform, I will ask all those in favour to say “yea” and those opposed
- to say “nay” as their names are called. :

(Mr. McCurLrocH assumed the chair. )

The vote being taken:

The Crerk: Yeas 31; nays 12.

The Vice Cuamman: I declare the motion carried.

The committee adjourned to meet again tomorrow, April 28, 1950 at 11 a.m.
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MINUTES OF PROCEEDINGS
Frmoay, April 28, 1950.

5 The Standing Committee on Railways, Canals and Telegraph Lines met at
- 11.00 o’clock. The Vice-Chairman, Mr. H. B. McCulloch, presided.

Members present: Messrs. Adamson, Appelwhaite, Bertrand, Bonnier,
~ Bourget, Byrne, Carroll, Carter, Darroch, Decore, Dewar, Ferguson, Garland,
Goode, Green, Harkness, Herridge, Higgins, Hodgson, James, Jones, Jutras,
~ Lafontaine, Lennard, Maybank, MeCulloch, MeGregor, MclIvor, Mott, Murray
~ (Cariboo), Nixon, Pearkes, Prudham, Richard (St. Maurice-Lafleche), Riley,
" Robinson, Rooney, Shaw, Smith (Calgary-West), Stuart (Charlotte), Ward,
- Whiteside, Wylie. 4
‘ In attendance: Mr. John J. Connolly, K.C., Parliamentary Agent on behalf
- of the petitioners and Mr. A. F. Dixon, President, Alberta Natural Gas Company.

‘ The Committee resumed consideration of Bill No. 7, An Act to incorporate
Alberta Natural Gas Company. ;

Mr. Dixon’s examination was continued, and Mr. Connolly was recalled.

; The preamble and sections one to five inclusive were severally considered
- and adopted.

On Section 6:
Mr. Green moved:

That the said section be amended after the word “parliament” in
the nineteenth line on page two of the bill the following: “and subject
to the condition that it may export gas or oil to the United States only
to an amount in excess of the amount required by consumers in Canada”

; At 1.00 o’clock, on motion of Mr, Maybank, the Committee adjourned to
| meet again at 3.30 o’clock.

AFTERNOON SITTING

. The Committee resumed at 3.30 p.m. The Vice-Chairman, Mr. McCulloch,
~ presided.

Members present: Messrs. Adamson, Applewhaite, Byrne, Carroll, Carter,
- Darroch, Decore, Dewar, Douglas, Ferguson, Garland, Gibson (Comoz-Alberni),
- Goode, Gourd (Chapleau), Green, Harkness, Herridge, Hodgson, Jones, Jutras,
Lafontaine, Lennard, Maybank, MeCulloch, McGregor, McIvor, Mott, Murray
- (Cariboo), Nixon, Pearkes, Prudham, Richard (St. Maurice-Lafleche), Riley,
A %Vobll'nson, Rooney, Smith (Calgary West), Stuart (Charlotte), Ward, Whiteside,
~ Wylie. :

In attendance: The same as indicated for morning sitting.

& The Committee resumed a clause by clause consideration of Bill No. 7,
‘_ An Act to incorporate Alberta Natural Gas Company.
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On Section 6.

After some discussion thereon the proposed amendment to Section 6, moved
' by Mr. Green, was resolved in the negative on the following division: -

Yeas: Messrs. Adamson, Ferguson, Green, Harkness, Herridge, Hodgson,
Jones, Lennard, McGregor, Pearkes Smith ( Calgary West), Wylie—12. -

Nays: Messrs. Applewhaite, Byrne, Carroll, Carter, Darroch, Douglas,
Garland, Gibson (Comozx-Alberni), Goode, Gourd (Chapleau,), Jutras, Lafon-
taine, Maybank McCulloch, Melvor, Mott, Murray (Cariboo), Nixon, Prudham,
Riley, Robinson, Rooney, Stuart ( Charlotte), Ward, Whiteside—25. 3

Mr. Green further moved:

That paragraph (a) of Section 6 of the Bill be amended by inserting after
the word “hydrocarbons” in the twenty-eighth line the following: “provided that
‘the main pipe line or lines, either for the tra.nsmlssmn and transportation of oil
or gas shall be located entlrely within Canada.” ]

The question having been put thereon the said proposed amendment of
Mr. Green was resolved in the negative on the following recorded division:
Yeas: Messrs. Ferguson, Green, Harkness, Herridge, Hodgson, Jones,
Lennard, McGregor, Wylie—9. 3
Nays: Messrs. Applewhaite, Byrne, Carroll, Carter, Darroch, Decore,
Garland, Gibson (Comoz-Alberni), Goode, Jutras, Lafontaine, Maybank,
MeCulloch, Melvor, Mott, Murray (Cariboo), Nixon, Prudham, Riley, Robinson,
Rooney, Stuart (Charlotte), Ward, Whiteside—24.

Mr. Herridge further moved,

That paragraph (a) of Section 6 of Bill 7 be amended by inserting after
the word “within” in the twentieth line the following: “the provinces of Alberta
and British Columbia”.

And the question having been put on the said proposed amendment of Mr.
Herridge it was resolved in the negative on the following division:

Yeas: Messrss. Adamson, Ferguson, Green, Harkness, Herridge, Hodgson,
Jones, Lennard, McGregor, Pearkes, Smith (Calgary West)—11.

Nays: Messrs. Applewhaite, Byrne, Carroll, Carter, Darroch, Garland,
Gibson (Comozx-Alberni), Goode, Jutras, Lafontame Maybank McCulloch
Mott, Murray (Cariboo), Nixon, Prudham, Riley, Robmson Rooney, Stuart
( Charlotte), Ward, Whiteside, Wylie—23.

Sections 6 to 10 both inclusive were severally adopted without amendment.

The title was also adopted and the bill ordered to be reported to the House
without amendment.

At 6:15 o’clock p.m. the Committee adjourned to meet again at 8:15 =
o’clock p.m. :

ANTOINE CHASSE,
Clerk of the Committee.



REPORT OF THE HOUSE

’ : Frmay, April 28, 1950

’ The Stanmng Committee on Railways, Canals a.nd Telegraph Lines begs
ave to present the followmg as a
TuIRD REPORT

 Your Commlttee has considered Bill No. 7, An Act to incorporate Alberta
- Natural Gas Company, and has agreed to report it without amendment.

Al of which is respectfully submitted.

- Ui Rl " H. B. McCULLOCH,
Vice-Chairman.
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MINUTES OF EVIDENCE

House or CoMMONS,
April 28, 1950.

The Standing Committee on Railways, Canals and Telegraph Lines met
this day at 11:00 a.m. The Vice-Chairman, Mr. H. B. McCulloch, presided.
. The Vice-CHAIRMAN: It is 11 o’clock and I now call the meeting to order.
~ We have a quorum. I understand that Mr. Dixon would like to answer a few
~ of Mr. Green’s questions. Mr. Green is here now.

Mr. A. F. Dixon recalled:

The Wrrness: Mr. Chairman first of all I would like to make a short
statement. Mr. Goode asked me if I would say anything further in regard
to the atomic plant at Hanford. All I can say is that we have worked in
Washington and out in Hanford, and that we are under a pledge to say nothing. .

By Mr. Goode:

Q. May I ask one further question: is it because of security reasons that
you cannot make a further statement?—A. Yes. We were pledged. When we
go in there, we sign a document saying that we will not talk. I believe
Mr. Green has asked me for some figures.

By Mr. Green:

Q. That is right, about the mileages—A. Yes. I have the mileages for
all the different routes in Canada and in the United States. Route A in Canada,
626 miles and in the United States 385 miles.

Q! Is that from Pincher Creek?—A. All of the lines in Canada start at
Pincher Creek. :

Q. You say 626 smiles in Canada?—A. Yes 626 miles in Canada and
385 miles in the United States. Route B in Canada 210 miles, and in the
United States, 720 miles. Route C for Canada—

Q. 210 miles in Canada and 720 miles in the United States?—A. That is
right. And route C in Canada 506 miles and in the United States 507 miles.
Route D in Canada 526 miles and in the United States— ;

Q. 526 miles?—A. Yes. And in the United States, 489 miles. Route E
in Canada, 436 miles, and in the United States 584 miles.

Q. Trank you very much,

By Mr. Smith:

Q. Mr. Chairman, for the sake of greater clarity, no matter who builds or
operates a pipe line, a gathering system will be necessary?—A. Certainly.
Q. In other words, knowing what we do about reserves, we could not just
say that we would use this field. TIn the first place, you could not finance
it unless you have a tremendous reserve in Canada. No one can.—A. Not only
that, but you must take the gas where the Alberta government tells you to.
Q. I know. But you have got to get some money before you can build
a line. To finance a pipe line the chief thing they rely upon is the amount
- of reserves so they can project it over a period of years. That is one of
the essentials in financing it?>—A. Certainly.
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Q. So, no matter who builds a line, some one will have to build a gathering
system?—A. You could go to just one or two fields which would be sufficient
for this line. The necessity for this line is not a large grid system. '

Q. Let me put it this way: if you went to the large field, let us say, at
Pincher Creek, then you would meet a lot of opposition in Southern Alberta,
would you not?—A. Not if you went to Pincher Creek alone. i

Q. Yes. You say there are one or two fields and that Pincher Creek is
now one of them?—A. You could not operate a line on Pincher Creek, not
that it has not sufficient reserves for the line, but it is the wrong type of
composition. :

Q. You mean that in Alberta you have two types of gas, one being a wet
type and the other being a dry or sweet gas?—A. One is on a distillate field.

Yes. And the other is dry.

Q. Pincher Creek is a distillate field?—A. Yes.

Q. But Jumping Pond is too, a lesser degree?—A. That is correct.

Q. Both of them are sulphurous.—A. That is correct. s

Q. So that in using any gas from a distillate field you must do two
things: You must remove the sulphur and you must wash the gas?—A. That
is correct.

Q. And by washing, that means that you wash the sulphur from the gas
go that the rotten egg odour, the H2S is removed?—A. Yes.

Q. The rotten egg odour is withdrawn. Now, in removing the distillate,
that is done by an absorption plant?—A. Ordinarily it is, now.

Q. That is the ordinary method; and is there something more?—A. No,
but they had cruder methods before.

Q. In other words, Imperial Oil are building a large absorption plant at
the Leduc field?—A. But that is a different type of field.

Q. I will be coming to that; that is a crude field?—A. Yes.

Q. Pincher Creek is not a crude field, it is a distillate field, which means
that it is a wet gas without any free liquid?—A. No. It has some free liquid.

. Q. Or comparatively little free liquid in it?—A. Yes.

Q. And once you get that out, you bring it into a Smith Separator—I must
get my name into this somehow; it must come to the surface—you would put
it through a Smith Separator—A. Or other separators.

Mr. Hiceins: It would not be as good, though. .

By Mr. Smith:

Q. Apparently I cannot get the first prize here but I would like to try for
place or show at least. Then you put it through a separator which has a
number of baffle plates in it, and by the quick expansion of the gas, they expell
the liquid from it. That is the process?—A. Yes.

Q. And then the remaining gas, still carrying some liquid in solution, is
taken to the absorption plant and there the remainder of the liquid is removed?
—A. That is correct.

Q.-So all of these processes must take place before the gas from the dis-
tillate field is put into a pipe line for consumption in people’s homes?—A. But
in this case you must have a sulphur removing plant as well.

Q. And in addition to that you must have a washing plant to wash the
sulphur from the gas?—A. Yes.

Q. Sulphur, of course, has now become, probably, an asset to the plant?—
A. That is debatable.

Q. But there is a good sale for sulphur, is there not?—A. There may be a
good sale for sulphur, but there are only two places where they have success-
fully removed it on a commercial scale. I think that at Pincher Creek they
can remove the sulphur and make money out of it.

Q. And where would the market be for that sulphur?—A. At Trail.
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Q. You mean at the plant at Trail?—A. Yes.

. Q. But surely Royalite is selling sulphur from the washing plant at
-~ Turner Valley?—A. No.

! Q. Then what do you do with it?—A. It is burned.

Q. You mean you burn out the sulphur?—A They extract the H,S and
mix it with air and burn it.

Q. I saw great piles of sulphur lying around their plant. That is not HoS?
—A. I do not know what they use it for.

Q. Well, it is of no importance, but I have seen great piles of it lying
around. I would like to make this plain: in the event of anybody trying to
take Alberta gas from Alberta other than from a grid system which in effect
~ would pool all of the gas, would expect great opposition from the city of
~ Calgary and the southern distributing system?—A. You certainly would.

Mr. Goope: This is very important to us. There is so much conversation

going on in the room that we cannot hear Mr. Smith and we would like to hear
his questions.

By Mr. Smith:

Q. I shall endeavour to raise my voice so, if it becomes a httle bit raucous,
do not blame me. Put the blame on those who think I should “foghorn” it a
little bit, if T might use that expression.
Let me put this to you, Mr. Dixon: the southern Alberta Canadian west-
ern or Calgary system, we will call it for brevity today, is in a position where
next year, in order to handle a peak load, they will have to shut off certain
customers even as soon as next year, 1951?—A. If they should have a severe
winter and have to handle a high peak load, they will have to shut off industrial
plants first. But they have told me that if they have as severe a winter as
last winter, they would have to have 15 million more on peak days.

Q. Yes. And that would have to be shut off from present users, no doubt,
in the industrial field?—A. If they cannot get some extra gas.
Q. And their nearest field would be Jumping Pond, then, which is twenty
miles or so west?—A. No, forty miles.
Q. Well, the fishing part of Jumping Pond is about twenty miles?—A. That
is right, the gas discovered by Shell would be nearly forty miles. That would
be their nearest source of supply.
Q. In any quantity ?—A. That is correct.
Q. And in the absence of a grid system, some one would have to go in and
build that line?—A. That is true.

Q. It is not a large field, is it?—A. Yes, it is a large field.

Q. As compared with Pincher Creek ?—A. It is about half the size, let us say

Q. About half the size?—A. And that is still a large field.

Q. Yes, but I mean as compared with Pincher; it would be 50 per cent or
around there?—A. Oh, it may be more.

Q. How many wells have they drilled there?—A. Five.
1 Q. You say five; and how has the area proven? How far apart are the
wells?—A. T think it is about six miles in length, but I am speaking from memory.

Q. Yes; and have you any idea of the width?—A. About a mile.

Q. In other words, it is in the mountainous area where the rock or sand
holding the oil or gas is in ,a narrow area?—A. Yes.

Q. It is the land of the anti-cline, if I may put it that way; it is about
40 miles almost straight west of Calgary, and about how far from Turner
Valley?—A. About 60 miles.

Q. About 60 miles north and west of the last extension north of Turner
Valley; would that be about right?—A. Yes.
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. Q. Now, so much for gathering systems. You know there is a company
incorporated out there to build a gathering system. They call it the Inter-
field?—A. It is called Interfield something or other. I forget what the rest
of _the title is.

Q. That is Mr. Ray Milner’s organization, is it not? At least his name
is prominently associated with that development?—A. Let us call it his company.

Q. That is what I meant in the same way that I would call this your
company. But no doubt it has got a little help. However, we will leave that.
No matter who builds a pipe line, you are of the opinion that we must have
a grid system or in other words the creation of a common pool. I want to
ask you this: in the event that we are using a lot of gas from the distillate
field, such as Pincher Creek, and we are getting from their absorption plants
more than the demand of the moment—I mean for example on a warm day
or something of that sort—have you in mind storage fields, that is, fields in
which you can store the sweet gas for future use? Take Kinsella for example,
you could use that?—A. No, I think it would be very foolish. I can speak
with great experience on the storage of gas. I know that in the case of the
El Paso field there is a 64 billion cubic feet storage capacity. We did the
engineering work, and we are still doing work on it for them. That is twice
the size of any storage field that has ever been used in the United States. The
storage of gas is not the simple and easy thing it would appear to be. And
it is expected that if you have to store gas you must add 4 cents to the price.

Now the Kinsella field is an immense field covering a tremendous territory
and it is entirely unsuitable as a storage field. It would be like putting it down
a rat hole and there it is gone because you do not get it back.

Q. Well, if the field is that size, I would agree with you.—A. The Kin-
sella field covers hundreds of square miles of continuous gas sand, and putting
gas into that field with the expectation of getting it back is just foolishness.

Q. I would think so.—A. That is one field which extends north, south, east
and west and no one knows how far. It is an inmmense thing.

Q. Let us take a field then where they are actually doing it. You know
the Bow Island field?—A. Yes.

Q. And you know that Bow Island was exhausted at the time that No. 4
came in in Turner Valley? You know that?—A. It was some little time before

that.

Q. I say at the time that No. 4 came in we were gas poor; we had no gas
to speak of in Calgary, and you know that sinece that time the same gas
compagnies have been storing gas from Turner Valley in* Bow Island which is
at least 100 miles away, or in that neighbourhood, and you know that this has
been done and done successfully?—A. Yes, but it is just a little field.

Q. So that is what you had in mind, no doubt, when you said it would be
a good thing if a small field were discovered in the State of Washington for
storage purposes?—A. Yes.

Q. In other words to give an opportunity to supply the markets which are
contiguous to that field?>—A. The El Paso line gets about 400 million per day
from gasoline plants, such as the one they are building in Ledue, so they are
not dependent on any market for gas; they are dependent on the production
of oil.
Q. Yes.—A. That would be the same thing in the case of the distillate field,
where you get a continuous amount of gas whether you have a place to put it
or not; therefore you can only use it to the extent of your minimum require- -
ments unless you store it.

Q. Yes, that is right.—A. And if you can avoid storing it, it is a good thing.

Q. Oh, yes—A. Except for safety. For example, if you can put gas or
other fuel into a line which ean be shut off in summer and opened wide in

winter, that makes an ideal system.
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Q. I agree with you, but what I am saying is that there is nothing inherent
' in a sweet gas field which makes it impossible to store gas from a distillate
" field after it has been washed and the distillate removed. —A. No. :
Q. There is nothing to stop you?—A. I grant that.
Q. You agree?—A. Well, I have done that very thing.
‘ Q. Yes, that is what they are doing down there now at Bow Island. They
- are storing the gas from the sweet gas filed after it has been dried. Now I turn
" to something else. Have you got a copy of the map which you filed under
 paragraph 7 of your application made on the board in Calgary?—A. No. -
, Q. Perhaps I have got the wrong number. But have you got a plan, or a
- copy of a plan in connection with paragraph 4 of your application? That is the
- third paragraph which states that the project of the Northwest Natural Gas
Company is to buy gas in the province of Alberta and transport it by pipe line
through the Crows’ Nest Pass to Trail, Vancouved, Tacoma, Seattle, Spokane,
~ and to intermediate points? Have you got a copy of the plan which was filed at -
that time?—A. It do not think there was a plan which went with it.

Q. But this is‘your application, dated in August and which was submitted
- to the board out there and I wondered if you had filed a plan under papagraph 4?
—A. No. I do not think we did.
il Q. All right, you have not got such a plan, but I thought you might have it.
. Now, we had some discussion about northern and southern Alberta, but I think
- perhaps we were talking at cross purposes. I .think you told someone yesterday
- that you regarded northern Alberta as from a point 50 miles north of Edmonton
. and north. But we out there.think that Edmonton is in the north; and we are
| accustomed to regard Red Deer and south as being in southern Alberta and

Red Deer and north as being in northern Alberta.

f Q. The new discoveries of gas are practically all in Edmonton, Leduc and
s0 on, and north of there, with a little bit in Hanna?—A. I do not understand,
the new discoveries?
1 Q. Yes. I mean Leduc to begin with, Redwater and all those places are
. north of my centre of Alberta, north of Red Deer.—A. It depends upon how
| many years you are thinking back. The discovery—
Q. Let us take the last three years—A. No, I think more has been dis-
- covered south of that than has been discovered to the north.
Q. South of Red.—A. Yes.
. Q. In other words you are thinking of Pincher Creek?—A. Yes. Pincher
i Creek has been discovered a good deal more than three years.
‘ Q. Jumping Pot was discovered more than three years?—A. Jumping Pot
" was dicovered five years ago.
i Q. And Pincher Creek?—A. No, sir.
s Q. How far have you gone back? Have you gone back as far as the drilling
© of the Waimar well in the Pincher Creek area?—A. The first big well found gas
~ there in large volume.
K Q. When was that?—A. Three years ago wasn’t it? Well, it is two and a
L half years ago, anyhow, in that field.
w Q. Do you believe in the four thousand pounds per square inch pressure
. they talk about down there?>—A. I have seen it. :
Q. What is that?—A. T have seen the gauges.
. Q. And as a matter of fact they have to get special instruments in order
. to register it>—A. Enormous pressures, yes, but no greater than in other wells
- of the same depth.
£ Q. Well, four thousand pounds is something—A. It is considerably above
. four thousand pounds.
¥ Q. You calculate these things through Boyle’s Law, do you not, dealing with
. the pressures of gases and so on? That law still operates doesn’t it?>—A. Yes,
. Boyle’s Law states the relationship between pressure and volume.
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Q. And that is one way you have in estimating the volume which is plac
at any particular spot? Now, I want to talk about—I want to assure my good
friend, Mr. Maybank, I have made a few little notes in order to shorten my
examination today.

Mr. MayBaNk: There is nothing like a little homework.

Mr. Smrra: That is the only way I can handle it.

By Mr. Smith: ' )

Q. Now, you spoke about a line from Peace River to Prince Rupert in the
event of large areas being discovered in the Peace River block area. How many
years do you thing it will be before we have a gas line from Peace River to
Prince Rupert?—A. That is anybody’s guess.

Q. Will you and I live to see it?—A. I think so. ;

Q. You are much younger than I am and perhaps your hope is justified for
that reason. It is probably for that reason, is it not?—A. You can never tell.

Q. What are they going to do with it?—A. If they find gas up there? -

Q. Yes—A. As I said T think they will develop markets for it towards the
west to Prince Rupert. )

Q. Along the line?—A. No, they first have to have the market, a big
industry. s

Q. But taking the Peace River block and Prince Rupert, the development
you expect is along that line, is it>—A. No, the only development I hear of
there is the aluminum plant which may or may not materialize. They would
want their gas at Prince George. That is the one by the coast; no, not Prince
George, Prince Rupert.

Q. We will not bother any more about that. All you mean is this, that after
this happens, and if that happens, a gas line might be feasible between the
Peace River country and Prince Rupert—A. If they find gas. ]

Q. If they find industries, then a gas line might— if the volume necessary
warranted, then you could have gas?—A. I would like to promote that myself.

Q. What is that?—A. If those two things happen, I would like to try to
promote such a line.

Q. And if the aluminum company does not put in a large plant there you
would not want to promote it would you?—A. No.

Q. I want just a word or two with you about uniform prices, and T want
to be sure that I understand it. In your view, and I think you said in the view
of the Power Commission of the United States, you adopt the system of a
uniform price to the person using gas along that line irrespective of where they
are on the line?—A. In general, yes. There might be some exceptions to that
but that in general would be correct. That would be the principle on which
we would work.

Q. I mean you adopt that as a good principle?—A. I think it is an excellent
principle.

Q. In other words you make no allowance in that for distance of carriage?—
A. Well, you can hardly say that. The price does not depend upon the distances
carried., The distant market has to bear its cost of the whole project. Tl}e
nearby markets could not be served without the more distant markets. That 18
the principle that is applied in so many cases. There can be differences of
opinion on it, just like the railroad rates do not always seem to work on the
principle of distance.

Q. Telephone rates, railway passenger rates—not railway freight rates, I
nearly went too far there—all those rates increase with the mileage used by the
commodity or the person doing the travelling?—A. Well, you are covering too
much territory. Freight rates do not, and telephone rates do only to a limited
extent.
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Q. In Canada? You try to telephone Winnipeg and then try to telephone
Vancouver. Perhaps Vancouver might be a good place to telephone to; I suppose
- you have some friends there. When you come to pay for your telephone call
 you will soon see that there is a difference in the price you pay.—A. It is not
. proportional to the distance by any means though.
Q. What is it based on?—A. I wish I knew.
i Q. I wish I knew what they were based on. At least I wish I knew what
- {reight rates were based on. I have spent forty years trying to find out what °
. they are based on and I have not succeeded yet. Now, in any event, you are of
- the opinion that a person in Portland, Oregon, should pay the same rates for gas
as a person in Kingsgate, British Columbia?—A. Spokane, that is making it two
. big cities, and that is really nearer Kingsgate.
' Q. All right. What I am coming at is this: your idea is that there is no
~ advantage in living or doing your business near the source of supply ?—A. Well, if
~ you are very close, that is a different matter, such as at Calgary or Edmonton,
but when you are at a considerable distance away and a large line has to be built
to supply the whole series of places, I think each consumer should share their
proportion of cost of the whole enterprise.
i Q. T am coming to that. You said that in your view there was very little
~ to be expected by way of development along a pipe line in the wide open spaces, let
. us say, along the pipe line?—A. You have expressed it exactly correct.
g Q. And I suppose that would continue to be so if the persons using the
. product, the gas, or are engaged in industry which uses it, pay the same price a
thousand miles away from the source as if you were fifty miles away from it.
You have the answer to your story right there, have you not?—A. Well, you are
making it too extreme.
. Q. Well then, let us go as far as Jasper Park. That is about two hundred
~ miles away?—A. Two hundred and forty miles.
Q. All right, so that I suggest what I have said to you gives the complete
. answer to your statement of a moment ago. Now, I am going to give you another
. one. We will take the city of Medicine Hat in Alberta. You are familiar with
that place; it was our first discovery of gas, and our first user of gas in that
. province. Now, you also said that gas was an apt fuel for the manufacture of
. ceramics. Am I right that ceramics means the manufacturing of elay products?—
A. Anything made of clay.
Q. Clay products, such as bricks? Well now, speaking about industry
being attracted to gas. In Medicine Hat, as you know, we have some pottery
* companies, which is a ceramic industry, which are quite large, I mean having
| regard to our country they are quite large affairs. Medicine Hat Potteries is
. one. Now the clay which is used there comes from the province of Saskatchewan,
80 I am giving you a good example of an industry where they import their raw
 produets from Saskatchewan just because the gas was at Medicine Hat.—A. As T
~ already said ceramics is one of the several industries that are attracted to gas.
. Q. What about glass?—A. Glass is also in that category but not quite so
much as ceramices. '
Q. Then let us take the Ogilvy Flour Mills, if you will, which are in
- Medicine Hat, located there of course because they had gas, or do you know
- that? Everybody in Medicine Hat has his own gas line in his own back yard,
. as somebody remarked.—A. That illustrates exactly what I have been trying
- to say.
Q. But industry has come to the gas and has even brought its main raw
- product, which is clay, from another province. Now, were you suggesting the
fact that the gas there would not affect that?—A. No, I stated in my testimony
. that certain industries are attracted to it in the same way that if there was
- cheap coal an industry might be attracted to that place where the coal is.
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Q. Certainly, but the fuel cannot only be reckoned as a percentage cost in
the manufacture or fabrication of the product. Gas must be taken into account
in any place where there are industries, because they have come to and been
attracted by gas. —A. But to a very limited extent. )

Q. Well, I have given you a couple of examples. Greenhouses are another.—
A.I Medicine Hat had free gas for a while for industries locating there, so I am
told.

Q. I think they charged a cent a thousand cubic feet, I do not think it was
ever free. I remember when they burned it in their street lamps all day because
it was cheaper to leave it burning than it was to turn it off. There is no question
about that. I have seen it for years and years. Now, I leave the matter of
industry because I see we are approaching the zero hour which, of course,
our vice-chairman knows nothing about. Now, about population, I assume
you, like all other persons, have made population studies of these markets?— °
A. Yes. X .
Q. I want to come back to something and this is the only time I am
referring to anything referred to by anybody else. How many services do you
contemplate in Vancouver?—A. I have not got the figures with me. We took
those figures from the British Columbia Electric Company.

* Q. Do youknow how many services they have now?—A. I cannot remember.

Q. They have plants there manufacturing gas in Vancouver, that is the gas
they are presently using, and, incidentally, let me get another boost in here for
Alberta: the manufactured gas does not even compare with the B.T.U.’s contained
in the natural gas we are all talking about here.—A. Just half.

Q. Just half, yes, and we had some discussion with respect to coal. Now,
on a comparative basis, comparing natural gas with any other fuel, the comparison
can only be made on the basis of the B.T.U. content in the fuel, that is to say,
British thermal units?>—A. No, there can be other comparisons, natural gas
ha;ring‘great advantages in addition, in-many cases, over and above its B.T.U.
value.

Q. I mean being able to move it about and so on, and the eleanliness.—A. And
you can control the heat and various other things.

Q. But I mean for the creation of heat, insofar as using it by way of heating.
The comparison I am referring to is the comparison by B.T.U.’s, comparing it
with coal or sawdust or any other fuel?—A. Yes.

Q. T want to come back to see if you can give me some idea of the number
of gas services you contemplate in British Columbia, and greater Vancouver,
because it strikes me that eleven and a half billion, using the minimum of three
billion at Trail, is so strikingly small. You are contemplating sending into
greater Vancouver less gas than is used today domestically only in the city
of Calgary. Do you realize that?—A. Yes. )

Q. Do you not think the British Columbia Electric Company had better
get out and sell some gas if your project is going to get anywhere?—A. I figure
they will and we are figuring on an ultimate load a great deal more than that.
We were taking the figures from the British Columbia Electric Company.

Q. Is that the figure at the end of five years? 1 mean you figure those
things in five year periods do you not?—A. Yes.

Q. But the services that you have now considered are the services at the
present time in British Columbia?—A. No, this is based on additions that
will come in when natural gas comes into Vancouver.

Q. You did not care much about that area, with the huge area of Vancouver
where, I think, the population was 500,000 in the census a month ago. Would
you say they would take less gas than the little city of Calgary from which
I come?—A. They use a lot of gas on a cold day in Calgary, and the houses
are heated with gas.

Q. We have got a saturation point.—A. You have a rate of saturation and
a cold climate.
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~ Q. I give you my word it was cold this past winter. I was home for
six weeks and it was below zero the whole time. But then I went to Vancouver
~and was stalled there for two weeks because it was so cold and there was so
much snow you could not move a train or anything out of there. :

Mr. Mugrray: They were short of fuel.

By Mr. Smith: 4
. Q. Canada’s evergreen playground! 1T could not go to Vancouver Island
~ as someone has just suggested because the blizzard was blowing so hard it
. blew you straight back to the mainland. You could not get ashore. Now,
" do you not think you are rather low on that usage out there?—A. I think it
~ is low in ultimate consumption, yes.
Q. Now, what division do you contemplate as between domestic and
- industrial use, what percentage?—A. It varies from place to place. We were
taking the division as made by the local company.
- Q. And have you got that?—A. We have it but I have not got it right
. here. :
: Q. In other words, you expect your industrial load to be bigger than your
~ domestic load, do you not?—A. In some places. I do not think that will be
. so at all in Vancouver; it is practically domestic.
" Q. Well, I will leave that with you because I do not want to take up all
- of this little bit of time given to us this morning through the goodness of the
. government, so I close by asking you one simple question: Insofar as gas in
~ Alberta is concerned, you do not own any?—A. No, sir.
Q. And you have not drilled one oil or gas well in the area from which
you intend to take your gas, yourself or your associates?—A. Oh, that is not
| true. Some of our associates have done so. 3
: Q. Who have?—A. Well, Mr. Arthur Newburn, Moyer, Smith, Carr,
Spencer, Howard, Fawn, Eric Harvey.
Q. Have you got Harvey?—A. I say he has been working with us.
Q. I see. Is he one of the persons who have put up money for the pre-
" liminary—oh, never mind, do not answer that. He can well afford it, I can
- tell you that.—A. He can afford it.
‘ Q. But your position is this, and T am not saying this in any disparaging
manner, you are here purely as a promoter. T do not mean that in any sneering
. sense. That is your business, is it not?—A. That is my business, the building
of gas pipe lines is my oceupation.
Q. Seeking to build a gas line, and as far as this one is concerned, you are
a promoter—it is not offensive, but that is your position.—A.That is my
personal position.
Q. Thank you very much.

By Mr. Adamson:
Q. Mr. Chairman, I wanted to ask two or three very short questions with
~ regard to markets, for some time. Mr. Dixon has told us that the total con-
sumption estimated for the United States is 634 billion cubic feet per annum—I
assume that is the yardstick on which your estimates are made—and in Canada
it is 114 billion cubie feet per year, approximately 11-5 billion cubic feet, if the
~ lesser consumption at Trail is taken into account. Now, could you tell us the
estimated consumption at Spokane, Seattle, Portland and Vancouver?—A.
Spokane 3-7 billion; Seattle 14 billion.

Q. Seattle 14 million or billion?—A. Billion. And Portland 23 billion.

Q. And what in Vancouver?>—A. About 8 billion.
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Q. About 8 billion in Vancouver. Now, could you tell us—fhé question
is on the alternative route, the one between Trail and Aldergrove—have you any

estimate of the gas you would sell in that district?>—A. It will be practically

none. ;
Q. Practically none. These figures have been published so there is no =
secret about it: the atomic energy plant would, with Trail, take more than the

total in Vancouver so that you would estimate the atomic energy plant would

take in the neighbourhood of about 8 billion cubic feet. I am not asking you
to say yes or no, but it is arrived at from the interpretation of the figures, and I

say they have been published and they are not confidential. Now, route “B” :

is the only route which takes care of the.atomic energy plant. All the other
routes leave it out, as I see it, and all the routes take care of both Spokane and
the other major cities. The only difference between the routes is the servicing of
the atomic energy plant, which is a major market, at Hanford?—A. Yes, sir.

Q. That is correct? And I see the advantage, therefore, apart from your
easier construction would be the atomic energy plant at Hanford?—A. That is
correct. i

Q. That is information I wanted to bring out, and I say I am not asking
you to say what your estimate is because I know you are not supposed to say
that, but from the evidence it is obvious that it is a very extensive market.

Well, now Mr. Dixon, just one,question about transformers. Transformers
are what percentage of your total cost?—A. Transformers?

Q. Your compressors, rather?—A. T cannot give you an immediate per-
centage. On route “A” the transformers, in round numbers are fourteen million,
I should say the compressors rather, are fourteen million dollars and the
construction is sixty-four million.

By Mr. Smith: ;
Q. Is that without the advance in steel prices?—A. This is with the advance
in steel prices. In route “B” the compressors are approximately twelve million
dollars and the cost of other construction is about fifty million.

By Mr. Adamson: _

Q. Presumably those compressors would be manufactured by Canadian
Ingersoll Rand?—A. We have been negotiating with Cooper, Bessemer and
Vickers. Vickers are negotiating for the right to build the Cooper-Bessmer
COMPTessors.

Q. And they would be Canadian made?—A. Yes.

Q. Just one other question: you would, of course register with the Securities
Exchange Commission?—A. Naturally.

Q. Naturally you would register with the Securities Exchange Commission
and you would be controlled, naturally, as far as gas coming into the United
States is concerned by the Federal Power Commission?—A. Yes.

Q. And they have the power to prevent the export of gas if they deemed it
necessary, if there was an emergency? 1 do not sav they would, but they have
the power to do so.—A. I do not think thev have. It takes a presidential decree
to either export or import, that is a control outside of the Federal Power Com-
mission. The export or import must be by presidential decree, but I think that
is worked through the Federal Power Commission. I am not sure really hoyv
that works. I have been working on a line going to Mexico and I recollect it is
a presidential decree that they got. v !

Q. But there really is in fact some departmental official who gives the
ruling, because I know the Federal Power Commission did prohibit coal cars from
coming into Canada two years ago, and that was just an order qf some colonel in
Washington who just said there should be no coal cars coming into Canada, and
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; - I am saymg the same thing could happen in connection with the re-export of gas.
- —A. There was never a case of a coal car leaving Canada and then being stopped
- from getting back into Canada.

! Mr. MayBaNk: Like a Canadian Pacific coal car.

The WiTnEss: Referring to the product itself, have you ever heard of a case
where the product, which is coming out of Canada, was interfered with in any
way from getting back into Canada again.

By Mr. Smith:

Q. These cars, which were Canadian cars, were refused re-entry at that
. time, but I am just asking you about the powers of the Federal Power Com-

mission. I assume they could stop re-export of gas, even irrespective of the
- country of origin?—A. Well, if that happened, I think Canada would stop it
- at the other end, so there would not be any gas for anybody.
b Q. I realize it is an academic question but it is a thing that could happen.
That is all.

By Mr. Herridge: :
Q. I would just like to ask Mr. Dixon one short question in connection with
the supply of gas. I asked Mr. Dixon if his company was willing to sell gas to
the city of Nelson and he replied yes, but I did not hear the answer..—A. My
answer 1s yes.
Q. I was told afterwards that Mr. Dixon said yes, they had a contract
with the British Columbia Electric.—A. All we had were some conversations.
Q. Would your company be willing to make a contract with the corporation
of Nelson if they desired?—A. Certainly.

By Mr. Pearkes:

Q. I am neither a lawyer nor a gas expert but-as a potential consumer
smitten by a shortage of gas could you give me some information regarding
the pressure that will be maintained on your line at a point which the con-
sumers would be concerned about. Will you be able to have a uniform pressure
at all points throughout your system?—A.The pressure starts at seven hundred
and fifty pounds per square inch as it leaves the compressor and then drops
progressively as it is going towards the end of the line. Our calculated pressure
1s one hundred pounds at the city gate. They do not want it at any higher
pressure than that. That is the highest pressure that the city wants the gas at.
You then get the gas in your own main at a pressure of a few ounces.

Q. The longer the line the less the pressure?—A. It depends on how far it
is from the compressor station. The pressure drops between compressor stations
and then starts up again.

Q. Would the pressure be the same at Trail, Portland and Vancouver?
—A. It will be the same when it reaches the city gate. It is calculated to be so.
The pressures are designed to do that.

Q. And it does not make any difference how many compressor plants or
distributing systems there are?—A. No, the compressors will be adjusted to
take care of that.

Q. It makes no difference regarding the question of weather? Whether it
is cold or hot you will still be able to maintain that pressure?

The Vice-CHARMAN: It is twelve o’clock.

By Mr. Jones:

Q. Yesterday, you mentioned that you would not be prepared to serve the
Okanagan valley from one of your routes. Suppose the consumers of that area
formed a company, would you sell in bulk to them? Would your company be
willing to co-operate?—A. Yes.
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Q. So your statement is you are not prepared to build a line to the Okanagan
valley but you would sell in bulk?—A. Certainly. -9
Q. That is provided it is an all-Canadian route. You would not go in there
if it was not an all-Canadian route?—A. It would have to come up from another
direction but it looks like as if it could not be done except on an all-Canadian
route.
Q. But you would encourage such a development if they approached you?
—A. Certainly.

Mr. Hiceins: Mr. Chairman, I have only one question. I will explain it so
there will be no misunderstanding. Last evening I was asking Mr. Dixon with
respect to the existence of the Federal Power Commission or whatever author-
ities there would be on the serving of the United States end. At the time I did
not have the transcription of the evidence. Arising out of Mr. Green’s question,
I have the record here this morning, and I would like to read that part of the
question dealing with this particular point and have Mr. Dixon’s opinion on it
again. :

Mr. Goobe: On a point of order. We decided last night on a vote taken
that we would stop taking evidence at twelve o’clock.

The Vice-CuHAIRMAN: I have just given him one minute, Mr. Goode.

Mr. Hiceixs: This point is so very important, this question of supply. I am
just going to read from the actual transcription. This is the question.

Some Hon. MemBERs: Order, order,—

Mr. Hiceins: Mr. Green asked the following question yesterday and you
answered : :

Q. Nobody on this committee is objecting to building the main line
to serve Canada and to have the surplus carried off to the States?—
A. It will have to, be more than that.

Q. How do you mean it will have to be more than that?—A. There
will have to be an agreement that the States will be served. ’

Q. That the States will be served?—A. Yes and we can trust to that
agreement.

Q. Well, will there have to be an agreement that the States will
have to be served before Canada?

And this is the point I am getting at.
A. T do not know about that; that would be something that would
have to be determined.

Now, further on the question then says on the same point.
Q. You did not get my question. You were asked a similar question

in the Senate committee: “Would it be possible for this line to run
through American territory but not to serve American points until
Canadian points are served,”—and your answer was: “No, that would be
utterly impossible”.

By Mr. Higgins:

Q. What is your answer to this question now? Mr. Green put your
evidence in the Senate to you, and that was the answer he read to you—
A. Well, you cannot bring gas along such a route “B”, bring it back up to
Canada, and then have another line going down from there duplicating the
two lines.
Q. The only question I put to you arising out of that is this: is the situation
just as it exists, that if these lines are going to be mainly built through the
United States, that then the United States would have the first say as to where
the gas went, is that the position?—A. No.
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Q. Well, that is a direct contradlctmn of what you said?—A. No, not at all.
Q. Will you explain why it is not?—A. Because there would be an agreement
made that the Canadian needs would be served. What I was trying to say is
you would have to have an agreement that the United States needs would also
be served with the gas that was remaining after the Canadian needs were
served.

Q. But would it not be that the United States needs would have to be
served first, because that is what you said?—A. That is not what I said.
Q. May I read it once more?

Some Hon. MemMBERs: No, no. Order.

By Mr. Higgins:
Q. Only on that one question. I will sit down but there is no need to be
nasty about it.

Mr. MayBaNk: Sit down pleasantly.

Mr. Hobeson: I move we stay on evidence for another half hour.
The Vice-Cuamrman: Now, we will work through the bill.

Mr. MayBaNk: I take it the evidence is on the preamble.

The Vice-CuamrMAN: Shall the preamble carry?

Carried.

The Vice-CrARMAN: Section No. 1. Order, please.

Any questions on section No. 1.

Mr. Smrra: I want to ask a question about procedure if T may. Now, we
have been stopped asking questions at twelve o’clock.

Mr. LaroNTtaiNe: That was agreed to last night.

Mr. SMITH: Are we also precluded from asking questions of anyone who
is here with respect to the various sections?

The Vice-Cuamrman: I think you are entitled to ask questions on the
sections.

Mr. RoBinsoN: I could not hear what you said, Mr. Chairman.
The Vice-CramrMmAN: You are entitled to ask questions on the sections.

Section 1.

Mr. Smira: I want to ask a question with respect to Section 1, and that
is whether or not these people who are mentioned in the bill are contributors
to the preliminary expense of the undertaking?

Mr. LaronTaINE: That was answered yesterday.

Mr. ConvorLy: They are all contributors, Mr. Smith.

The Vice-CaAmrMAN: Section 1 carried?

Carried.

Mr. Fereuson: I would like to ask a question. Is Austin Taylor on the
Board of the British Columbia Electric Company?

Some Hon. MEMBERS: No.

Mr. Fercuson: Is Mr. MacMillan on the Board of the British Columbia
Electric Company?

Some Hon. MEMmBERS: No.

Mr. Fereuson: How many witnesses and chairmen are there in ths
meeting?

The Vice-CHAIRMAN: We are on section 2.
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~ Mr. SmrrH: I want to ask a simple question about section 2. The sootion |
reads: ’

The persons named in section one of this Act shall be the first directors
of the company.

How many directors does your incorporation provide for other than those?

Mr. ConnNorrLy: None, Mr. Smith.

Mr. SmiT: Then, you are in the position of having permanent directors
who are the persons named here. You cannot change it, can you? You are a
lawyer.

Mr. ConNorLy: That is true, that is true.

Mr. SmrTH: So from now on until a new statute is passed in this Parliament
these gentlemen living or dead are the permanent directors of this company.

Mr. ConnNoLLy: No, Mr, Smith, the shareholders meeting of course will elect
the directors annually.

Mr. Smira: Well, your answer to me a moment ago was, I gather, an error.

Mr. CoxnNoLLy: No, these will be the first directors of the company and
they will remain in office until they are changed.

Mr. SmirH: Then, no doubt, there is something in your bill which provides
for that.

Mr. ConNoLLy; Oh, yes.

Mr. Smita: Where is it?

Mr. ConNoLLy: Perhaps you might say this, sir, that the general law that
governs companies as provided in Part III of the Canadian Companies Act,-
provides for that.

The Vice-CHARMAN: Shall section 2 carry?

Mr. Green: Is it the intention that these incorporators are to be the regular
directors of the company or are there to be some changes?

Mr. ConNoLLy: As I am advised Mr. Green, these will be the original
directors of the company. How long they will remain in office will depend upon
the shareholders’ meeting which will be held annually.

Mr. Green: There is no intention in making any change in the near future.

The Vice-CHAmrMAN: Shall section 2 carry?

Carried.

We are now on section 3.

Mr. Apamson: I would like to ask a question on section 3. The Securities
Exchange Commission will unquestionably have the say on the formation of the
company as to the type of capital stock. It seems to me you are limiting your-
selves to one class of stock of $124 million par value. Does that or does that
not preclude you from issuing prior securities such as bonds?

Mr. ConnorLy: No.

Mr. Apamson: You can issue bonds above and beyond this amount or you
can issue units of bonds and common stock as well?

Mr. ConnoLLy: Bonds and debentures can be issued in the same way as
any mortgage security is issued for the purpose of financing the undertaking.
They would be in the nature of debt securities.

" Mr. Green: What are the plans for the issuing of stock? How much do you
intend to issue in the near future?

Mr. Connorry: Well, T think, generally speaking ,the answer to that would
be this, Mr. Green: on route “A” about $54 million to $55 million of debt
securities for preferred stock would be issued, probably mortgage bonds, and the
balance of money required would be through the sale of common stock. The
balance of some $12 million would be through the sale of common stock.
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Mr. Green: Your plan is to put all of the common stock on the market in
the future? !

Mr. ConnNoLLy: No, I do not think so. I do not think there is any definite
plan as to how it is to be done .

Mr. Green: You are planning an issue of $55 million in bonds?

Mr. Coxnorry: Up to $55 million in bonds and $12 million in stock. Just
when it is to be issued or how soon it is to come on to the market will depend
on developments.

Mr. Green: You are not planning to issue any preferred shares?

Mr. ConnorLLy: At the moment, there is no definite plan about issuing
preferred shares.

Mr. Green: You are not taking the power to do that in the bill?

Mr. CoxnorLy: It is not specifically set out in the bill but as you come
to a further section you will see that there is a provision under the Companies
Act, which is applicable to us, whereby preferred shares can be issued if
required.

Mr. Green: What percentage of the company stock is to be held by the
- people who are associated in this company?

~ Mr. ConnvorLy: The intention of the people behind the company is to sell
the common stock both in the United States and in Canada. Let me say, first,
as to the percentages I think there is no specific plan laid down as yet.

Mr. Greex: How much is to be held by the people associated in the under-
taking? ’

Mr. ConNorLy: Mr. Dixon says it is impossible to determine. There is
no intention of shutting out the public as potential buyers of the common stock
or of the bonds.

Mr. Green: You cannot say what the intention is with regard to these
common shares, as to what proportion is to be held by the people associated in
the incorporation?

Mr. Connorry: Ultimately, I suppose every purchaser of common stock
will be associated in the enterprise. You mean the people who are now in it?
There has been no determination of that point.

Mr. Fercuson: $55 million of bonds or ordinary stock will be issued, and
the common stock to be sold will be in the total amount of $12 million?

Mr. ConnNoLLy: Yes.
Mr. Ferguson: That is roughly $67 million?
Mr. ConnorLy: Yes.

Mr. FercusoNn: That is the money you believe you will require for this
project?

Mr. ConNoLLy: Yes, for the line in Canada.

Mr. Fercuson: Are you issuing a different type of security in the United
States for that part of the line?

Mr. Connorry: No, I think the securities to be issued in the United States
will be the same type of securities that will be issued in Canada. Of course,
there is this to be said, the Foreign Exchange Control Board may have a good
deal to say about the plan of financing, and so will the Securities Exchange
Commission and all of the authorities under the Blue Sky laws.

Mr. Ferguson: The Securities Exchange Commission will want to know

ﬁow ?many shares will be received by the owners? Will we get that information
ere

Mr. ConnoLry: None have been issued.

e I



166 ; - STANDING COMMITTEE

Mr. FercusoN: The Securities Exchange Commission will ask the question
and they will make you reply or you will not sell any stock.

Mr. Conxorry: They will have issued to them what they buy.
Mr. Fercuson: And they will also have issued to them what they will get
as promotional stock?
Mr. ConnorLy: I am informed that we do not believe there will be any
stock issued as promotional stock.

Mr. Fercuson: The balance of this financing will be with American
securities? ;
Mr. ConnorLy: Yes, for the section of the work to be done in the United
States.
- Mr. Fercuson: There will probably be four different types of securities?
Mr. ConnorrLy: Well, just how many different types of securities I think has
not yet been determined but generally speaking there will be common stock
available and there will be bonds.
. Mr. Fercuson: Have you any idea of the amounts of bonds and stocks
that will be sold in the United States?
Mr. ConNoLLy: Again, it depends upon what route is to be built. I am
talking now about the Canadian route, that is on route “A” there would be
about $20 million to $22 million that would have to be financed from American
sources.
Mr. Fercuson: Well, if they had a stock set up they would not necessarily
sell all the stock. Surely they have a plan of stock set up at the present time-
for the entire stock issue for alternative routes?
Mr. ConnNoLLy: My instructions are that there is no definite final plan
for the financing.. Times change and Conditions change, and there is a great
deal to be done before they get to the point where they can determine it.
Mr. FErcuson: But we are passing this charter, as far as Canada is con-
cerned, for its operations exclusively in Canada. Is there any company that
will be set up in the United States that will in turn control this company?
Mr. Connorry: The Northwest Natural Gas Company will be the company
that will do the operating in the United States. Either the Northwest Company
will be a subsidiary of Alberta Natural Gas, or Alberta Natural Gas will be a
subsidiary of Northwest, and it is not yet determined what is the best arrange-
ment to be made in that respect. ]
Mr. CarroLL: Nobody can be in control of this company unless they have
a majority of the common stock. &
Mr. Fercuson: The S. E. C. will ascertain who controls this company, who
the subsidiary companies are going to be, before they will be permitted to sell one
dime of stock even with an Indian’s head on it.
Mr. ConnNorrLy: That is quite right, sir.
Mr. Fereuson: They will want to know who is in control of charters in
the United States, we should know who controls this company and who has
control of this charter.
Mr. RiLey: What company are you talking about?
Mr. Fereuson: I am making a reference to all companies.
Mr. RiLey: There is not any company and you should know that.
Mr. Ferguson: We are asked to grant a charter with a certain board of
directors and that board of directors will not have very much to say if they are
under the control of an American corporation any more than any subsidiary
board of directors. This is your Canada and this is your birthright. I am
trying to find out who is going to control this corporation. ‘
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‘Mr. Carrors: You cannot find that out until the common stock is sold.
Mr. Fercuson: Well, the Securities Exchange Commission will know who
controls this company and what stock is going to be sold and I will venture to say
that these men who are promoting this project know it right now in their mind.
Mr. ConvorLy: That is not so, sir, they do not.

Mr. Frrouson: Well, they are now going to start to form a control over
another company and decide which company is going to control the other, and
we are saying here is a charter: do what you like with it. Now, there is no
doubt about that, gentlemen. :

Mr. SmitH: I want to know—if you do not want to tell me that is fine—
where they anticipate control of this company will ultimately rest? TLet me
agree with Mr, Carroll that it will rest with the shareholders, but we are
not here all so simple that we do not know that some companies control other
companies by stock holdings. Now, where is it anticipated—I use no stronger
word—where is it anticipated that control of this company is going to rest?
Will it be with a Delaware corporation?

Mr. ConnorLLy: The Northwest?

Mr. SmiTH: A company incorporated in the State of Delaware. Is it with
that one or will it be in this one here? There are many ways of getting rid of
stock other than for cash. You can issue stock for services, you can issue it
for properties or anything of that kind. Where does Mr. Dixon anticipate
control of this company will ultimately rest?

Mr. Connorny: Well, Mr. Smith, T do not want to interfere with your
question to Mr. Dixon.

Mr. Smita: 1 beg your pardon.

Mr. CoxvorLy: Perhaps Mr. Dixon should step in now and have something
to say about where control of the company will rest. As Mr. Carroll said, it
will be wherever the majority of the stock is sold. Now, if it is purchased by
Northwest, then that would be where the control is, but as I said, and as Mr.
Dixon has said, the intention is to sell the securities of this company on the
American and on the Canadian market. I think perhaps it might be a fair
assumption to make, that all the money required for this project may not be
able to be secured from Canadian sources.

Mr. SmitH: I think you are right on that.

Mr. ConnNoLLy: So there will certainly be some American money that will
have to find its way into this company. It will depend on how much Canadian
money is available. May I say this to you, sir, there is no intention at the
moment of channelling any specific amount of stocks in any specific direction?

Mr. Smita: May I ask you this? Let us take a concrete illustration,
because this is the way companies are operated. In selling your preferred
securities, be they bonds or preferred shares, do you intend to give a bonus of
common stock? In other words, let us assume that your chief backer, which
is Morgan, Stanley & Co., agreed to put up so much money. Now, Morgan,
Stanley are not going to put up the major portion of the money unless they
have control of the operation. That can be done in various ways. It can be
done by giving Morgan, Stanley a bonus of common shares or it can be done
by Morgan, Stanley purchasing a block of common shares. I use Morgan,
Stanley’s name merely because they are mentioned in the application. I would
like to ask where do the promoters, who are before us, anticipate the control of
the company will come to rest?

Mr. Dixon: Well, I can say this, that I know the last thing in the world
the bankers want is control.

A ks
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Mr. Smira: What do you regard as control in a company this size, 30 per
cent stock ownership? ]

Mr. Dixon: Well, it can be practically nothing in one company. A large gas
-company that you know very well is absolutely controlled by a man who has
no interest whatever in it.

Mr. Smita: There are ways of doing it.

Mr. Dixon: That is an extreme example. It may be in a company where
there is a fight for control 50 per cent will not control the company.

Mr. Smrra: Very rarely.

Mr. Dixon: And although I do not expect to have but a small amount of
stock I hope to keep control.

Mr. Goope: I am convinced in my own mind that the control of this
company financially will be in the United States. I have no doubt of that.
But is there any difference between your financing and any others? Where is
the financing to be accomplished for the Westcoast Transmission Company? Is
that to be done in the United States, too?

Mr. Dixon: The Westcoast, I do not know, I have no idea.

Mr. Goope: Mr. Connolly, could you answer that?

Mr. SmitH: I can answer it if you will take my answer.

Mr. Hiceins: I take it in accordance with the usual practice in a big
corporation of this type that before you can get into the business that you must
have some definite commitments with people who are going to take up stock in
this company. That is the usual procedure. Do you already have very large
commitments to take up stock in the company?

Mr. Dixon: No, we have no commitments.

Mr. Hiceins: None at all of any kind?

Mr. Dixon: Except the bankers saying that they will underwrite the
securities. :

Mr. Hiceins: But how large an amount will the bankers underwrite?

Mr. Dixon: All of them.

Mr. Hiccins: The entire issue of stock will be underwritten by the bankers?

Mr. Dixon: Yes.

Mr. FercusonN: You have already stated that the bankers have agreed to
take up the entire financing.

Mr. Dixox: This is underwriting; that does not mean they buy it for
themselves.

Mr. Ferguson: They buy it for themselves or their clients. This group
of brokers in Canada and the United States—

Mr. Dixon: They make an agreement to buy and try to sell it before they
get it.

Mr. Fercuson: Oh, yes, they might even have it sold now to their clients,
but they do not negotiate with their clients, or make guarantees, not the brokers
on this list, unless they have had some idea of the class of stocks that are going
to be issued. Now, have you had any discussion divulging to these bankers the
classes of stocks that are going to be issued, the amount of stock to be issued
in the American company?

Mr. Dixon: We had discussions, yes.

Mr. Fercuson: Did you arrive at any figures?

Mr. Dixon: Well, I can give percentages.
Mr. Fercuson: What percentage of the first securities?
Mr. Dixon: Bonds? I have already testified in regard to that.



RAILWAYS, CANALS AND TELEGRAPH LINES 169

b Mr. Fercuson: No, that is in Canada as far as I can remember. Now,
- the American company?
' Mr. Dixon: This will be the same thing exactly in our plans.

Mr. Fercuson: What amount, tentatively, of first securities will be issued
for the American company?

Mr. DixoN: About 75 per cent of bonds.
Mr. Fercuson: In value about $75 million?
b Mr. Dixon: 75 per cent of the total amount of money that will be taken in.
- We hope we will be able to sell mortgage bonds.

Mr. Fercuson: And have you any idea of what the value of those mortgage
bonds will be?

Mr. Dixon: $1,000 units.
Mr. FercusoN: $75 million, is that right?

Mr. Dixon: You are covering too much territory. There are so many
things that are not now determined as to what company will own what interest
in the other.

Mr. FErcusoN: You are not perturbed. You are going to issue $55 million
and $12 million to build the Canadian part of the line?

Mr. Dixon: Well, it depends upon how much mileage is to be built.

Mr. Fercuson: Well, take route “B”, for instance. How much securities
will be issued for route “B” in Canada?

Mr. Dixon: I cannot say, that is impossible to determine now. It will
depend on the money market.
: Mr. FercusoN: Gentlemen, we are granting a charter with no capital set-

up, I think. It is not determined which route will be followed. Is that correct?

I am asking the witness if that is correct? We are giving you a carte blanche
charter, a blank cheque with no set-up of the securities to be sold or the
framework of this company. What is the stock set-up of this company that
is asking for a charter. :

Mr. Rooney: Do you not think he has already answered that right here?
I say he has.

The Vice-CHAIRMAN: Order.
Mr. Fercuson: Mr. Dixon, will the securities to be issued depend on the
route?

Mr. Dixon: It will be certainly a year before any securities can be issued
on this.

Mr. Ferguson: Issued? What is the set-up?

Mr. Dixon: I have not this set-up, it is impossible for us to know now
how a hundred million dollars in three companies can be gotten together most
advantageously. We just cannot see that far into the future.

‘ Mr. Fercuson: I am quite positive if I was setting up a company I would
- have so many primary securities and so many secondary securities that I would
~ utilize to finance my project. I would know the amount of securities that T might
require from the treasury, because in the treasury there are so many shares
or so many bonds. This company must have a stock set-up.

Mr. Dixon: You are wrong. We have no stock set-up at all.

_ Mr. CoxnvoLry: Perhaps this might help. There are three branches to
this project. There is a branch that has to do with the building of the grid
system and a branch that has to do with the building of the main pipe line,
one part of which is in Canada and the other part of which is in the United

~ States. This company is asking for capital stock of 1,250,000 shares of a par
| value of $10 per share.
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Mr. Fercuson: Do you consider that the 13 million shares are adequa’te for.""
the project? 3

Mr. ConvoLLy: Yes.
Mr. FereusoN: That will only give you about $12 million.
Mr. CoxNoLLy: Perhaps, if I might just finish.

Mr. CarroLL: I do not think we should allow ourselves to get mixed up
between the capital stock of the Company and the bonded issue, the preferred
stock and debenture stock.

Mr. Rooney: May I ask a question?

Mr. Connorry: Perhaps if I may say this: The underwriters have formally
agreed to find the money that is required. They will find it by selling common
stock or they will sell bonds or debentures as the case may be. If it is decided
that route “A” will be built the money that will be required to build route “A”
will be in the neighbourhood of some $66 million. That will be financed by
selling securities to the public not only in the United States but in Canada.
I think from what we showed yesterday by the letters from the various brokers
and bankers in Canada that there will be ample opportunity for the public in
Canada to participate in this very desirable type of investment. They will
get some $54 million to $55 million in bonds or debentures and from the sale
of stocks they expect to pick up another $13 million, Now, the plans, as Mr.
Dixon has said, has not yet been formulated and I -think, from what Mr. Dixon
has said, at the moment it cannot be formulated. But that is the general plan.
I would not want the committee to feel, and I do not think that any member of
the committee feels, that we are trying to hide behind anything when we say that.
I think what we are trying to do is to give you everything we have at the
moment on what the plans are as we have them. There does not seem to be
anything more that T can say.

Mr. Herripge: Mr. Connolly, just to clear up a point in my mind, Mr.
Ferguson asked you the amount of common stock or other securities to be
sold to build route' A and I think you said the total was about $66,000,000?
On the plan, however, it is stated that the cost would be $79,000,000?

Mr. ConnNorrLy: Yes, but there is this difference. A part of route “A” is
to be built in the United States—I am talking about route A. There is a good
deal of the line that has to be built in the United States and I am talking only
of the portion that has to be built in Canada.

Mr. Rooney: The chances are that you will issue your bond debenture
bearing bonds to $54,000,000 or $55,000,000. You will endeavour, if possible,
I would think, to keep those bonds down as low as possible on account of the
fact that they will cover a mortgage on the whole equipment and that is a
carrying charge that has to be looked after every year—that is an interest
charge.

Mr. ConnorrLy: That is right.

Mr. Rooney: You will endeavour, on the other hand, to sell as much
common stock as possible because you have not got any set charges on that.
In my opinion that is the ordinary set-up of big companies. I have had some
experience in these matters and I have known of Mr. Dixon for some twenty
years. To me this is just ordinary procedure.

Mr. SmrrH: In response to that may I say that I disagree with you entirely
on the first statement you made—that is for all this common stock. If you are
right, in an enterprise costing $70,000,000 why should they only issue =
$12,000,000 worth of common stock—which would be the answer to everything =
you have said.



.~ Mr. Rooxey: I understand from the explanation given by Mr. Connolly
' that to make up the difference of the cost in the United States there would be
‘a different set-up. '

Mr. Fercuson: Can you say, Mr. Connolly, whether the bonds that would
be issued would be convertible to common stock? ;

~ Mr. Coxnorry: The bonds—no, I think the bonds would not be convertible.
Mr. Fercuson: There would be no option?

Mr. ConxorLLy: Not on the bonds.

3 Mr. Smrta: Follow the Imperial Oil—you might learn something about
that.
‘ Mr. Ferguson: That is what I am getting at. It is all very well to say
that the stock is going to be offered but I do not think for a'moment that any
promoter of the education and intelligence of Mr. Dixon is going to give a
_certain block of stock if it is not convertible. It may be one of these cases
‘where the par value is $100 but they jump from $100 to $300. You have already
said yourself that this is a very attractive investment.

‘ Mr. ConnorrLy: Normally it is.

Mr. Fereuson: I do not think that anyone in this room is going to pass
up any attractive investment if they know positively that they can convert
‘bonds over to common stock and watch it jump to $300. I am honest—and
I would say I would like to be on the inside of that deal.

- Mr. Murray: Question.

Mr. Green: Mr. Chairman, I presume that the financing is to be arranged
for all three companies together. I mean that it is an integrated plan to cover
- Northwest Natural Gas Company, which is to operate all the pipe lines, and
the Alberta Natural Gas Company which is to operate the pipe line in Canada
. from Pincher Creek west, and the Alberta Natural Gas Grid Company which is
to operate the grid system in Alberta. But there really is one general plan?
Mr. Connorry: It is to be looked at as a whole.

Mr. Green: It is to be looked at as a whole and the people in charge of
‘that are Morgan Stanley and Company of New York.

] Mr. CoxnorLy: They head the banking group.

Mr. Green: They are really the people who are arranging the finances?
Mr. CoxnorLy: They have underwritten the enterprise.

. Mr. Green: The whole enterprise? This is a whole integrated plan, that
18 correct, is it not?

Mr. ConnoLry: That is right.

. Mr. Greex: And Mr. Dixon told me yesterday that Mr. Cortelyou Ladd
5 Simonson of the city of New York, investment banker, is the representative on

| the directorate of Alberta Natural Gas Company from Morgan Stanley and
~ Company? There is no doubt about that?

Mr. ConNorLy: That is correct.

= Mr. Greex: Is there any other financial house represented on the directorate
- of this Alberta Natural Gas Company?

- Mr. ConnorLy: None as such. They may have connections with financial
| houses but they are not there for that purpose.

B Mr. Greex: The one ma}h who is a director of this company because he
represent,s a financial house is Mr. Simonson?

. Mr. ConnoLvy: Yes.
Mr. Greex: And he is representing Morgan Stanley and Company?
Mr. CoxvorLy: He is a partner in Morgan Stanley and Company.
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Mr. Green: There is no question that Morgan Stanley and Company are
going to control this company? :
Mr. ConnorLy: No, that is not so. As Mr. Dixon has said they do not
want control of the company; they are underwriting the project. :
Mr. Greex: Well they are the people who are responsible for getting this
money and certainly it looks as though they are sitting in a position where they
can affect the control of this company? _
- Mr. Connorry: No, I do not think so, Mr. Green. I do not think you could
infer from what has been said that that is the case. 3
Mr. Green: What about the other two companies—have they got directors
on the directorate of each of those other two companies too?
Mr. ConNorry: They are not represented on the board of Alberta Natural
Gas Grid.
Mr. Green: What about Northwest Natural Gas?
Mr. ConnorLy: Mr. Simonson is a member of the board of Northwest
Natural Gas.
Mr. Green: Mr. Simonson is also a member of Northwest Natural Gas?
Mr. Connorry: With other financial people. ‘
Mr. Green: Are there any other Canadians on the board of Northwest -
Natural Gas?
Mr. ConnorrLy: Oh, yes.
Mr. Green: Who are they?
Mr. Connorry: Eric L. Harvey, of Calgary; H. R. MacMillan of Vancouver;
Autsin C. Taylor of Vancouver; and William A. G. Kelly of Toronto. .‘
Mr. Green: When you were being examined in the Senate you were asked
this questions:  “Where will the stock control be?” Your answer was: “I
would think the stock control would probably be in the United States, sir.”
Are you wanting to change that answer today?
Mr. Connorry: I would think this, Mr. Green: Certainly things have
changed a good deal since then, but I think the stock control will be wherever
this stock is sold, and, as I said, there will be ample opportunity for Canadians
to buy. Now, if they should buy—
Mr. Green: Will you say today that the stock control is going to be in
Canada?
Mr. ConnorLy: I do not think I can say it will be in any specific place
today.
Some Hon. MemsERs: Carried.
The Vice CHAIRMAN: Section 4—head office and other offices?
Mr. Green: In this section it is provided for the establishment of other
offices and agencies elsewhere within or without Canada as it deems expedient.
Now where are these other offices and agencies to be?
Mr. ConNorLy: There are not ‘any plans, Mr. Green, for having offices
elsewhere at the moment.
Mr. Greex: You have no plans whatever for offices or agencies other than
in Edmonton?
Mr. CoxnnorrLy: That is all, sir; yes.
Carried.
Mr. Smrra: You would not expect me to agree to having the head office
in Edmonton instead of Calgary.
The Vice CHAIRMAN: Section 5—General Pipe Line Act to apply.

Carried.
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Section 6—powers of the company.

Mr. CarrorL: It says in subsection (¢) “exercise as ancillory and incidental
 to the purposes or objects set forth in this act, the powers following, unless such
. powers or any of them are expressly excluded by this Act, namely the powers
'~ set forth in (a) to (bb) inclusive of subsection 1 of section 14 of the Cqmpames
. Act, 1934”. This section provides these ancillary powers will be available to
. this company which, although it is incorporated by charter.
] Mr. Green: This section 6 is the section giving the company or setting out
" to the company its various powers and I would like to move an amendment,
. seconded by Mr. Smith, as follows:—

After the word parliament, and subject to the condition that it may
export gas or oil to the United States only to an amount in excess of the
amount required by consumers in Canada.

‘ Now, with that amendment the first paragraph of this section 6 would read
- as follows:
( The company, subject to the provisions of any general legislation
relating to pipe lines for the transportation of gas or oil or any gaseous
or liquid products or by-products thereof which is enacted by parliament,
and subject to the condition that it may export gas or oil to the United
States only to an amount in excess of the amount required by consumers
in Canada, may

.‘i and then the section will go on to set out more specifically the different powers.

Now, I suggest to the members of the committee that an amendment of
| that type is necessary for the protection of Canadian consumers. After all,
| this is Canadian gas, and also it will be Canadian oil. Let us not forget that
this bill gives power not only to transmit gas but also to transmit oil, and in
. my opinion in the long run the power to transport oil may be of considerably
- more importance than the power to transport gas. In any event, both these
| powers are being given. Now, it is admitted by the witnesses that the bulk of
- this gas is going to be taken down to the United States. They do not make any
. bones about that. They said only about 20 per cent would be used in Canada.
- Under all the conditions an amendment is required.

In the province of British Columbia we have always been faced with
| competition from Washington and Oregon, and we always will be because our
- products are very much the same as theirs. Our main industry is the lumbering
* industry, just as theirs is, and we have, of course, mining and fishing. Our
population, however, is smaller than the American population in these two
. adjoining states and their products of the soil mature earlier than ours because
~ of their location further south. They have a home market ten or fifteen times
- more than ours, and we are always on the bottom of the heap.

Mr. Murray: Where are we on the bottom of the heap in the lumbering
;f' business? -
Mr. Greex: Their production is larger than ours.

Mr. Murray: We get into their markets. We get into the American
markets.
. Mr. Green: If you would look after Peace River and Caribou better than
~ you have been doing it would be much better for British Columbia.
i) Mr. MurraY: I might tell you that there are one hundred and twenty saw-
- mills in my constituency depending on the American markets. You would shut
- them down, close off our markets, and turn the employees of those mills on to
~ the street.
i Mr. Fercuson: Poor old Caribou!

(
§

1§ Mr. Murray: I might say that we are hauling lumber up there one hundred
i and twenty miles to the railway.
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The Vice-CHARMAN: Would you let this section 6 stand over and go on 4
the next section and we will take it up after?

Mr. Green: I would ask that it be dealt with now.

The Vice-CHAmrMAN: All right.

Mr. Green: For these reasons and also because I submit that it should be
the policy of the Canadian parliament to serve Canada first rather than serving
Americans first, when it comes to our natural resources—for these and other
reasons I would ask that the committee accept this amendment. :

Mr. MayBank: I just want to draw attention to the clock. I do inteénd to
speak but not at the moment. There is a word I would like to say on it, but
not at the moment. We are getting very close to'adjournment time and I was
wondering aboqt sitting this afternoon. I move we sit a little earlier this after-
noon, commencing at 3:30. ‘ '

Mr. CarrorL: I, for one, cannot support that resolution. I do not know
much about powers of the various organizations that this company must go
before before they get the right to put that bill into effect. I think we should
have the advice of parliamentary solicitors, as to the powers of this parliament °
before passing the motion that was tendered here by Mr. Green.

Mr. MayBaNk: I move that we adjourn. ‘

The Vice-CHamrMAN: There is a motion before the committee for adjourn-
ment and to meet at 3:30.

~All those in favour signify.
Opposed?

I declare the motion carried. We will meet again at 3:30.
Mr. Smita: I am opposed.
—The committee adjourned until 3:30 o’clock p.m.

AFTERNOON SESSION

The Vice-CuAIRMAN: Gentlemen, we have a quorum.

Mr. Morr: Mr. Chairman, I would like to say a few words in regard to
the amendment to the motion made by the honourable member from Vancouver-
Quadra. I would like to say that, as far as the amendment goes I do not think
it was necessary to go into such lengthy details in regard to some of the
remarks which were made. I come from British Columbia and I speak from
the labour man’s point of view. We have some ten thousand employees
employed in the lumber industry, and in reference to the remarks which the |
honourable member made today in regard to lumber being shipped to the
United States and the attitude of the United States towards that lumber being -
shipped, I think—

Mr. Green: On a question of privilege, Mr. Chairman, I did not say =
anything at all about lumber being shipped to the United States.

Mr. Morr: In dealing with the United States you mentioned lumber.

Mr. Greexn: I did not mention one word about selling lumber to the United |
States.

The Vice-CHaRMAN: Well, Mr. Green makes the statement that he did not
mention lumber. S
Mr. Mort: Well, I maintain that he did make reference to it, and that it
will be found on the record; and along with the other statements that he made.
about our being on the short end at all times in reference to the United States.
I do not think we should bring that sort of international small mindedness, or
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; views into this discussion whatsoever. We in British Columbia, especially
hose of us who are on the Pacific coast, must depend largely for our trading
upon the United States, and I do not think we should try to put an amendment
‘before this committee and use an argument of that type.
- We have depended on the United States for years and years. I myself
- have worked with an Imperial Oil Refinery in the east and I know that we had
to depend on the United States; and moreover, they have given us the auto-
mobiles which we have today which are gasoline driven. I do not think the
honourable member should have used an argument along those lines to try to
place an amendment before this committee.
And mention was made that no oil should go out of Canada until the
Canadian need is fulfilled. We know that in the other bill which was passed
in the House, mention was made of but two provinces in Canada, two provinces.
I would like to stress this: does he mean that no export of gas can go out of
‘the Dominion of Canada until Canadian needs are fulfilled?
' Would that mean that we must wait for Winnipeg, and wait for London,
Ontario, and Toronto to say: We need gas, but it cannot be exported until
- after the requirements of those particular cities and provinces are fulfilled
from Alberta? Mr. Chairman, I think the amendment is really ridiculous and
I am not going to vote for it. I think these things should be brought out
because we have heard these remarks before in regard to these oil bills.
: A question was asked here yesterday, I think, where the same gentleman
‘talked about bringing gas down through the Yellowhead and oil down through
Kamloops and back through Kelowna and piped over the mountains to Trail,
some ten hundred miles; but we have been told within the last few days by
“experts that it is practically impossible—not impossible perhaps, but certainly
not a profitable thing to do. We have listened to many of these things and I
think we should take objection and place it on the record. I have the chance
' to do so at this time, and I am against the amendment on this ground. Had the
. consumers anything to say on the coast regarding how much they are going to
pay for gas? T think this bill is wide open the same as the other one and I
:hhink it has got to be determined by the board which route is going to be
osen.
These people have come here and offered us five routes and they are going
to offer us a sixth route. Are we going to tie an amendment on a bill of that
type? Mr. Green may stand up at the coast and tell the people that I was the
~cause of their paying $1 million more for their gas than would otherwise have
‘peen the case. I hope that he does because we have been reading his remarks
in the papers ever since this thing started.

Mr. Greex: Go right ahead.

i Mr. Morr: I am sorry to hear Mr. Green make a remark of that type and

to have him place it on the record here. Therefore, when this statement comes
i up for the vote, I shall vote against it and on this particular ground.
‘ Mr. AepLewarte: I would like to speak to the amendment and directly to
' the amendment. T believe the amendment has been introduced with the one
'and only idea of protecting possible Canadian purchasers against export to the
United States of gas which they, the Canadians, should have issued for them
[ to use. That has already been done. I should now like to read to the com-
mittee a few short but appropriate sections of the Electricity and Fluid
3 Exportations Act, being chapter 54 of the revised statutes of Canada 1927:
: Section 5, subsection 1 reads as follows:

V. No person shall export any power or fluid without a licence, or any

power or fluid in excess of the quantity permitted by his licence, or other-
wise than as permitted by such licence.
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I shall now read section 6 subsection 1:

: VI. Subject to any regulations of the Governor-in-Council in that
behalf, the Governor-in-Council may grant licences, upon such conditions
as he thinks proper, for the exportation of power or fluid where a right
to export exists by lawful authority. A

And I shall now read section VII subsections 1 and 2:

VII. Any such licence may provide that the quantity of power of
fluid to be exported shall be limited to the surplus, after the licensee has
supplied for distribution to customers for use in Canada power or fluid
to the extent defined by such licence, at prices and in accordance with
conditions, rules and regulations prescribed by the Governor-in-Couneil.

(2) Every such licence shall be revocable at will by the Governor-in-
Council if the licensee refuses or meglects to comply with any of the
conditions imposed with regard to the supply and distribution of power
and fluid in Canada.

That is the end of the quotation and I suggest that this amendment is
absolutely unnecessary as a matter of practical effect because it has already
been fully provided for. And I submit further—although I am not an expert—
that it is bad law and worse practice to try to restate the general law in what
is a private bill; and further than that I think you might well take into considera-
tion the question of whether or not such a procedure is or is not out-of order.

Mr. Herringe: 1 would like to say a few words, Mr. Chairman, in support -
of Mr. Green’s amendment, of which I heartily approve. I support it for the
- reasons which I will state later and I support it first, though, on principle, the
very principle around which the debate in the House revolved; that is, the
determination of a number of members of this House of Commons to protect the
interests of Canadian people in their desire to use Canadian natural resources.
We are not satisfied today that Canadian interests are being protected in this
respect. We are here to protect their interest, and I am quite sure that the
members of the committee, if they remember the debate in the House of Commons
and the remarks of the Right Hon. C. D. Howe, and if they listened to the
evidence which was submitted to this committee, will come to the conclusion
that we do not by any means have a definite assurance that Canadian require-
ments are going to be met and Canadian interests protected.

To support that statement I want to read from the Hansard of March 15,
which is volume 90, No. 20. And on that day Mr. A. C. Stewart, the hon. member
for’ Yorkton—

Mr. MayBank: What page are you reading from?

Mr. Herrine: It is page 791. I am glad you are being so exact in this
matter, Mr. Maybank.

Mr. MayBank: I thought you wanted to be and had left it out.

Mr. Herripge: On that day, as I was saying, Mr. A. C. Stewart of Yorkton
asked the following question:

Mr. A. C. Stewart (Yorkton): I should like to direct the following
questions to the Minister of Trade and Commerce. Have any representa-
tions been made to him by the C.C.F. government of Saskatchewan with
regard to protecting Saskatchewan so far as export of oil and gas from
Alberta is concerned? What is the policy of the minister with regard to
the granting of permits for pipe lines from Alberta to the United States?

And in reply to that question the Right Hon. C. D. Howe (Minister of Trade
and Commerce) had this to say: ‘
The answer to the first question is that I have no knowledge of any
representations from the province of Saskatchewan in that connection.
In answer to the second question I would say that I spoke on this subjeet -
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‘at the last session of parliament and pointed out that the Electricity and
Fluid Exportation Act is designed to protect Canadian consumers. It is
necessary under the Act for the Minister of Trade and Commerce to give
a certificate to the effect that the present and foreseeable future needs of
Canada are protected before any exports of electricity or gas are permitted.
It has been stggested frequently in the current debate that gas will be
sent to the United States from the pipe line before the pipe line reaches
Vancouver. I stated last session that that would not be permitted. I
know from discussions with the sponsors of the pipe line that it is not
proposed to undertake any such export.

; That statement is to be effect that the minister is not going to permit the
“export of gas to the United States prior to its reaching Vancouver. Then the hon.
- member for Fraser Valley was not quite sure that he understood the question
‘correctly and on Friday, March 17, he asked the minister a question which is to
" be found on page 850 of Hansard, where Mr. G. A. Cruickshank, the hon. member
~ for Fraser Valley asked the following question: :

; I should like to direct a question to the Minister of Trade and Com-
merce. I was not in the house yesterday when the orders of the day were
called, but I note that the minister is reported on page 792 of Hansard
as having said: '

It has been suggested frequently in the current debate that gas
will be sent to the United States from the pipe line before the pipe
line reaches Vancouver. I stated last session that that would not be
permitted. I know from discussions with the sponsors of the pipe
line that it is not proposed to undertake any such export.

Am I to understand from that statement that no export permit will
be granted other than through an all-Canadian route?

Then, the Right Honourable C. D. Howe, (Minister of Trade and Com-
. merce) replied:

Several members of the house have given information that they
obtained from the principals behind the bill, and T have given information
that I obtained from the principals behind the bill. I might say that I
cannot understand the unnatural fear that certain hon. members have
of letting these men come before a committee of the house where members
of the house could find out what they intend to do.

To which Mr, Cruickshank replied as follows:

I take it the minister is not going to answer my question. Is that
correct,?

4 Now, Mr. Chairman, a very careful reading of Mr. Howe’s answer to Mr.
* Cruickshank shows that with regard to many people concerned, there was at
~ least the element of doubt in their minds. I refer particularly to his second
. answer, because his first answer is quite definite. No export is going to be
[ permitted from Canada prior to the line reaching Vancouver. His second answer
on the page following certainly leaves the element of doubt. Now, Mr.
- Chairman, it is because of that in the first instance that I am supporting this
- amendment.

g The Crammax: Mr. Herridge, did you listen to what Mr. Applewhaite
~ said when he was speaking?

kit Mr. Herringe: Yes, I listened to him and T am coming to that in a few
- minutes, Mr. Chairman. Then, any of us here who have listened carefully to
. the evidence given by these gentlemen—and I want to say that I think they have
~ been most patient and very fair in answering the large number of questions-
~ but anyone who has listened to them carefully would realize that future Canadian
. 61061—3




178 1% STANDING COMMITTEE

requirements is not the basis of their project. Now, in that regard, we were givui
some direct figures—I think it was Mr. Harkness who brought this out, I
think he brought out this point when we were dealing with the situation in
Vancouver, that Vancouver with a population of half a million was being -
provided with less gas than the city of Calgary. Am I correct in that?

Mr. Smira: Yes, less than half the domestic consumption in Calgary at
the present time. :

Mr. Herringe: Yes, the city of Vancouver with half a million population
is being provided with less gas than is being provided for domestic consumers
in the city of Calgary at the present time. Now, Mr. Chairman, I think that
is probably one reason for questioning whether ‘Canadian interest is being
protected. Now, in addition to that, I asked a question myself with respect to
the letter read by Mr. Dixon, I think, as to the price being paid for pipe in
Canada; and I am very interested in that.

The Vice-Cuamrman: That question has been answered by Mr. Dixon.

Mr. Herrige: I know it has been answered, Mr. Chairman, but I asked
the question as to the price being paid on 400 miles of pipe, at which price the
officers of this company are preparing their estimates of cost, and whether they
are estimating it on the basis of entering the United States at Kingsgate; and
that is the impression of quite a number of people, not only the members of
this committee. On these grounds, Mr. Chairman, I think we have every reason
to believe that we cannot rest assured that Canadian interests are being pro-
tected. Then, again, Mr. Chairman, Mr. Green read a letter to this committee
which the Right Honourable Mr. C. D. Howe had written to the clerk of the
city council in Vancouver. If I heard the letter correctly—we haven’t got the
printed record yet and with so much evidence being given it is difficult to
remember everything in detail—but if I remember the letter correctly (Mr.
Green has just handed me the letter), the Right Honourable Mr. C. D. Howe
wrote the clerk of the city of Vancouver in part as follows (I am reading the
second paragraph of that letter) :

While it is alleged that the Alberta Natural Gas Company if incor-
porated proposes to build a pipe line through the United States, this is
not the information that the company has given to me. My information
is that the new company is proposing to build this line through all- =
Canadian territory and to serve all Vancouver points before taking the
line into the United States.

Now, Mr. Chairman, my further argument in this connection is with regard -
to the reply given by Mr. Dixon when this letter was referred to him; and my
recollection of his reply is that he said, yes, that was correct—if they were
ordered to do so. I think those were the words he used. That means, if the
company are ordered to do it. We have no assurance, regardless of the state-
ment of Mr. Howe in this letter to the clerk of the city council of Vancouver
and other evidence which has come before us, that these Canadian interests are
going to be protected.

Now, Mr. Chairman, I want to deal with the remarks made by Mr. Apple-
whaite who presented a very logical and clear argument quoting from the
Statutes. In reply to that I would refer to the experience of the people in the
Fort William and Port Arthur district. ]
: Mr. MayBank: It wasn’t quite that; you are treading on dangerous ground =
there.

Mr. HerrmGe: And what I want to point out there is that the act did not
protect those people, and there is no question about it. There are a lot of persons,
including a good many M.L.A.’s, who thought they had done everything possible
to protect the interest of the people there in so far as the export of gas was
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concerned, but that act did not pratect them at that time. Therefore, Mr. Chair-
man, we have doubt as to how our interests are protected under this Act. There-

fore, Mr. Chairman, I would urge upon members of the committee from British -

Columbia to consider whether or not the provisions of this act as it now stands
will afford them the protection of Canadian interests which they would like to
see. May I say further, that those of us who have been discussing this question,
whether from British Columbia or Alberta, have been trying to put our position
plainly before the committee, to show where we stand in protecting Canadian
rights in respect to this important national product. I can assure you of this,

Mr. Chairman, that without doubt we are expressing the opinion of the great

majority of people of British Columbia. There is no doubt about that.

Mr. McIvor: Mr. Chairman, I would just like to correct the honourable
member; oil is not being shipped to Superior, it is being shipped to Sarnia via
Superior.

Mr. MayBaNk: Mr. Chairman, I think if you will read the amendment it
leaves us just exactly where we were. I am skipping a word or two which you
will have to fill in for yourselves; may export gas only to an amount in excess
of an amount required by—and I will just change it to say, Canadians. That is
not the precise wording but you will get the idea; it is not a real violation of
the wording the way I have given it. Just taking that as it is how do you deter-
mine what is required and who determines it? The same no doubt as under the
Fluid Export Act. The Fluid Export Act has this in it, maybe not word for
word but this is the whole basis of the Fluid Export Act. Some persons will say’
that that is a power they will get from the Board of Transport Commissioners.
The amendment does not say so. It might be from the producer, it might be
from the Alberta government; who is it that determines this? It might be said
that it is the individual consumer who determines it, that you have to ask him
how much he requires. The amendment proposed is about as effective as a hole
in a tank of water. It would not protect anybody at all, if you do put it in.
Then, in the next place, it does not protect anybody for this reason, that if this
law were passed with that amendment in it it would only mean that this parti-
cular artificial person was bound by whatever binding force that has; it has no
effect whatever on other artificial companies