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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
February 2nd, 1966:

“Pursuant to the Order of the Day, the Honourable Senator Hugessen
moved, seconded by the Honourable Senator Bouffard, that the Bill S-2,
intituled: “An Act to incorporate the Ottawa Terminal Railway Company”’, be
read the second time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Hugessen moved, seconded by the Honourable
Senator Bouffard, that the Bill be referred to the Standing Committee on
Transport and Communications.

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

J. F. MacNEILL,
Clerk of the Senate.

23619—13%
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MINUTES OF PROCEEDINGS
THURSDAY, February 24, 1966.

Pursuant to adjournment and notice the Standing Committee on Transport
and Communications met this day at 11.00 a.m.

Present: The Honourable Senators Hugessen (Chairman), Aird, Aseltine,
Connolly (Halifax North), Haig, Hollett, Isnor, Kinley, McCutcheon, McGrand,
Pearson, Rattenbury, Roebuck, Smith (Queens-Shelburne) and Veniot.—15.

In attendance: Mr. E. Russel Hopkins, Senate Law Clerk and Parliamentary
Counsel.

V

Bill S-2, An Act to incorporate the Ottawa Terminal Railway Company,
was read and considered clause by clause.

The following were heard: Dept. of Transport; Mr. Jacques Fortier, Q.C.,
counsel. Brotherhood of Locomotive Engineers: Mr. J. F. Walter, Assistant
Grand Chief Engineer. Canadian National Railway: Mr. J. W. G. MacDougall,
Q.C., general solicitor. National Capital Commission: Lieut. General S. F. Clark,
Chairman.

On motion of the Honourable Senator Smith (Queens-Shelburne), it was
resolved to report recommending that authority be granted for the printing of
800 copies in English and 300 copies in French of the Committees proceedings
on the said Bill.

It was resolved to report the Bill without any amendment.
At 11.45 a.m. the Committee adjourned to the call of the Chairman.
Attest:

John A. Hinds,
Ass’t Chief Clerk of Committees.



REPORT OF THE COMMITTEE
THURSDAY, February 24, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill S-2, “An Act to incorporate the Ottawa Terminal Railway
Company”, has in obedience to the order of reference of February 2nd, 1966,
examined the said Bill and now reports the same without any amendment.

All which is respectfully submitted.

A. K. HUGESSEN,
Chairman.




THE SENATE

THE STANDING COMMITTEE ON TRANSPORT AND
COMMUNICATIONS

EVIDENCE

O1TAWA, Thursday, February 24, 1966.

The Standing Committee on Transport and Communications to which was
referred Bill S-2, to incorporate the Ottawa Terminal Railway Company, met
this day at 11 a.m.

Senator A. K. Hugessen in the Chair.

The CHAIRMAN: Honourable senators, we are to consider today a bill which
is not new to us, as this is the third time we have had to consider it. It is Bill
S-2, an act to incorporate Ottawa Terminal Railway Company. It is an
important public bill, so I think we should have the usual motion to permit the
reporting and printing of the proceedings.

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

The committee agreed to report recommending authority be granted
for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the bill.

The CHAIRMAN: Gentlemen, we have here as witnesses on behalf of the
National Capital Commission, our friend Lieutenant General S. F. Clark, whom
we have heard before on this matter; Mrs. E. M. Thomas, Counsel for the
N.C.C.; Mr. D. L. McDonald, Director of Planning; Mr. J. M. Landry, Director
of Information; Mr. W. M. Davidson, Railway Consultant; and Mr. H. A. Davis,
Assistant General Manager of Operations.

From the Department of Transport we have Mr. Jacques Fortier, Q.C.,
Counsel. Representing the two railway companies, the Canadian National
Railway and the Canadian Pacific Railway, we have Mr. J. W. G. MacDougall,
Q.C., General Solicitor, Canadian National Railways, who is not a stranger to
this committee.

We also have the Brotherhood of Locomotive Engineers representative, Mr.
J. F. Walter, Assistant Grand Chief Engineer.

I may say that I instructed the Committees Branch to notify regarding
today’s hgaring all those people who had appeared either at the last meeting or
the meeting before that. So I think everybody who is interested in this bill has
had notification of this hearing.

I do not know how the committee wishes to proceed with this bill. We had a
very long and full discussion of the bill last June. Perhaps the best thing to do
will be to get Mr. Fortier to tell us in what respect, if any, the present bill now

before us differs from the bill we had on the last occasion, when we reported it
favourably.

Some Hon. SENATORS: Agreed.
The CHAIRMAN: Mr. Fortier, will you tell us the respects in which this bill
now differs from that which was before us last year?

7



8 STANDING COMMITTEE

Mr. Jacques Fortier, Q.C., Counsel, Department of Transport: Honourable
senators, the bill is in exactly the same form and terms as the bill which was
approved by this committee last year, except for one amendment. In clause 10,
paragraph (e) we have deleted from last year’s Bill S-3 the power of the
Ottawa Terminal Railway Company regarding hotels. The deletion has been
made at the request of both railways, the C.N.R. and C.P.R., and the amend-
ment was concurred in by the Minister of Transport. Otherwise, the bill is in
the same form and terms.

Senator ROEBUCK: Mr. Chairman, may I say that honourable senators will
recollect that when this bill came before the Senate some little time ago,
objection was taken to the fact that no provision was made in the bill for the
protection of the workers on the railroads who would be transferred from their
former employment with the C.N.R. and C.P.R. to the new company which was
being formed.

No provisions were made for their contihued wage structure, the bargain-
ing rights which they possessed as a result of many years of such experience.
Also, above all, nothing had been said with regard to seniority.

We heard representations from the railroads regarding the running trades
and non-ops, and we were taking, I think, some credit to ourselves for having
brought the parties together. A letter was exchanged, of which I have a copy,
between Mr. W. G. McGregor, of the National Legislative Committee, Broth-
erhood of Railroad Trainmen, and Mr. F. H. Hall, representing the Non-
Operating Committee, which seemed to settle the matter entirely and very
satisfactorily. The railroads and the men had come to an agreement. I cannot
give you the details of it and that is unnecessary.

Today we have representatives from the locomotive engineers. I would like
to introduce Mr. J. F. Walter, the legislative representative of the Brotherhood
of Locomotive Engineers.

In addition, we have Mr. F. J. Lapointe, the local chairman of the
Brotherhood of Locomotive Engineers, C.N.R.

We have here with us also Mr. J. C. Gillespie, noble chairman of the Board
of Locomotive Engineers, C.P.R. They are not joining entirely in the settlement
included in this letter.

I fancy we could proceed most expeditiously by asking Mr. Walter to state
the exception which he makes in the general arrangement made between the
Brotherhood of Railroad Trainmen, the non-ops, and the railroad. If that is
satisfactory, may I call on Mr. Walter?

The CHAIRMAN: Honourable senators, does that meet with your approval?
Hon. SENATORS: Agreed.

Mr. J. F. Walter, Assistani Grand Chief Engineer, Brotherhood of Locomotive
Engineers: Mr. Chairman and honourable senators, I have not prepared a formal
brief, but I have some notes which will explain our position.

We are honoured and appreciate the opportunity to appear before the
Senate Committee on Transport and Communications to speak on behalf of
locomotive engineers who will be affected by the changes in railway operations
proposed in Bill S-2 which is now before your committee. Honourable senators
will recall that representatives of various railway unions appeared before your
committee last year and asked for consideration of an amendment to Bill S-3
which was the Ottawa Terminal Railway Bill at that time. The amendment
asked for was designed to provide what is generally termed‘‘successor rights”.
The position was set out very well by Mr. W. G. McGregor, Vice-Chairman of
the National Legislative Committee and you can find the record of this at page
52 of Volume 4 of the proceedings of this committee on Thursday, June 3, 1965.
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Honourable senators will also recall that agreement in principle was
reached between representatives of the railways and the Brotherhoods wherein
assurance was given that

“. ..employees would continue to receive benefits, or equivalent benefits,
that they now enjoy under their applicable collective agreements or
otherwise established benefits and practices in effect, including pension
rights and pass privileges, until normal termination or until such agree-
ments or benefits are replaced through normal collective bargaining
processes under the I.LR.D.I. Act between the Ottawa Terminal Railway
Company and the respective unions representing the employees con-
cerned.”

At the time our brotherhood joined with the representatives of other
unions in the representations which were made to your committee. We were
very appreciative,of the efforts on our behalf and the results obtained. I under-
stand that the other trade unions involved are satisfied that any problems
arising out of the creation of the Ottawa Terminal Railway will be adequately
dealt with by the commitments given by the railways as to the protection which
will be given employees in the transition from the parent companies to the
Ottawa Terminal Railway Company.

The reason we come before your committee today is to ask that you give
consideration to an amendment to the bill which will protect employment rights
that locomotive engineers presently have with the parent companies that they
cannot possibly obtain working for a new company, such as the Ottawa
Terminal Railway Company. I refer to rights to main line and yard service. In
this respect locomotive engineers are in a considerably different position than
any of the other groups of railway employees. Our men, as you may know, hold
'seniority on the main line, as well as in yard service. Main line work is
generally considered preference employment; however, yard service is impor-
tant to our men because of regular hours and job opportunity for employment
of engineers who may not qualify for main line work due to medical reasons.
We are, therefore, reluctant to give up rights to either yard or main line service.
These rights have been hard won by the men we represent and to ask
employees to choose between yard or main line service on a permanent basis is
a serious proposition for men who have worked years to establish seniority
entitlement to these jobs.

Our brotherhood does not agree that it is necessary or desirable to transfer
employees from the parent companies to the Ottawa Terminal Railway Com-
pany. We feel this problem should be met by the parent companies supplying
locomotive engineers to the Ottawa Terminal Railway Company as required.
This will have the effect of protecting all employee rights in the parent
company while giving the Terminal Railway Company a ready supply of
trained personnel without upsetting seniority or service benefits.

We would suggest, therefore, that consideration be given to the amendment
of Bill S-2 which would require the Ottawa Terminal Railway Company to
utilize the service of locomotive engineers presently employed by the Canadian
National Railways and the Canadian Pacific Railway Company in place of hiring
personnel for this purpose.

I would like to add to that by saying that since we appeared here the last
time we have had the benefit of the Freedman Commission Report, in which Mr.
Justice Freedman has recognized the obligation of employers to employees
when dealing with any situation such as in that particular case, run-throughs.
We have a comparable situation here, inasmuch as the railways are joining in
an arrangement whereby the services of a locomotive engineer on the parent
company will now only be required in the Ottawa terminal—that is, if the



10 STANDING COMMITTEE

railways go ahead with their plan to hire new personnel from the parent
companies for their Ottawa terminal.

We feel that in view of what Mr. Justice Freedman has said, and the
recognition he has given to the rights of employees to seniority and conditions
of employment prior to the proposed run-throughs, this same principle should
apply in dealing with the locomotive engineers, or any employee for that
matter, who may be affected by the changes proposed in Bill S-2. We would ask
your committee to give consideration to this problem.

The CHAIRMAN: Mr. Walter, it would help the committee if you could give
us the text of any proposed amendment you would like to make. Have you
considered that?

Mr. WALTER: I have not considered a text, but I would be very pleased to
do that.

Senator ROEBUCK: May I ask a question? Would it not be satisfactory if,
instead of amending the bill, you could arrive at an agreement or an under-
standing such as that which the other unions have achieved, and which appears
in the letter with which you are familiar? It is a mere amendment to the
situation which developed between the companies and the other unions. I am
referring to Mr. McGregor’s letter in which he says:

It is pleasant to receive such considerate action—

He is speaking about the action of the committee.
—and I am very pleased to advise that the Brotherhood of Railroad
Trainmen will not make representations with respect to the subject
matter of this Bill as an exchange of correspondence between the railway
companies and representatives of the Union have agreed upon basic
principles to resolve the matters raised before the Committee on June 3,
1965.

So, that matter was disposed of with respect to all the other unions with the
exception of yours. What about the firemen?

Mr. WALTER: I cannot speak for the firemen, Senator Roebuck. I imagine
they would be in somewhat the same position as we are.

Senator ROEBUCK: Then, your difficulty is that the men of your union—and
this differentiates them from the others—have seniority in both yard and road
service.

Mr. WALTER: That is right.

Senator ROEBUCK: And if they transfer to the new company they will have
seniority in yard service only?

Mr. WaALTER: That is right.

Senator ROEBUCK: And only so far as the staff of the new company is
concerned?

Mr. WALTER: Yes.

Senator RoEBUCK: What you are asking is that the company, as it needs the
services of your men, will call upon the pool which you have in both these
companies?

Mr. WALTER: Exactly.

Senator ROEBUCK: You suggest an amendment to the act which would
require the new company to call upon the railroads when they need an
engineer. You would also require, would you not, some compulsion on the part
of the railways to supply the engineers?

Mr. WALTER: Yes, that is correct.

Senator RoEBUCK: Not only would the company be required to go to the
railroads for its engineers, but also the railroads would be required to supply
the engineers?
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Mr. WALTER: That is right.

Senator RoeEsUck: Would not that be better achieved by an understanding
between yourselves and the railroads than by any possible complicated amend-
ment to the bill?

Mr. WALTER: Well, certainly we would be agreeable to sitting down with
the railways and discussing this, to see if we could arrive at an understanding.
The understanding that was previously put forward by the railways contem-
plated that all employees would transfer to the new company. If we could reach
an understanding with the railways on this matter then we would be more than
pleased to handle it in that manner.

Senator RoEBUCK: Mr. Chairman, are the representatives of the railroads
here? If so, perhaps they can speak to this point.

The CHAIRMAN: Mr. MacDougall represents both railway companies. Per-
haps he can say. a word to us on this.

Mr. ]J. W. G. MacDougall, Q.C., General Solicitor, Canadian National Railways:
Mr. Chairman and honourable senators, I had no notice of the representa-
tions that were being made to you this morning by Mr. Walter. Therefore, I
must speak from my general knowledge of the situation. As I understand it, the
plans of the two railway companies with respect to the handling of trains by
locomotive engineers does not contemplate at any time having engineers
transferring from the Canadian National and the Canadian Pacific to the new
Ottawa Terminal Railway Company.

It is my understanding that the engine-men necessary to handle trains, in
both road and yard service in the operations to be conducted here, will be
drawn by the Ottawa Terminal Railway Company from the Canadian National
and the Canadian Pacific. All those employees will retain their seniority on their
own railroad, and will retain their employment on their own railroad, and the
Ottawa Terminal Railway Company will contract for the services of those who
will be required to carry on the operations here. So, I think I can safely say that
the problem envisaged by Mr. Walter will not arise—at least, not in the
contemplation of the railroads.

However, if he wishes to put his point down in a letter to the railroads I
can assure him that they will be willing to study the matter, and to give all the
ia}s;surance that is required. Certainly, the railroads would have no objection to

at.

Senator PEARSON: Will the crews of the Ottawa Terminal Railway Company
and the crews of the railway companies be interchangeable? Will the railways
run right into the station, or will their crews be discharged at a point outside
the area?

Mr. MacDoucALL: No, the passenger trains will go right through.

Senator PEARSON: There will be no stop somewhere along the way to pick
up a new crew?

Mr. MacDoucaLL: No.

The CHAIRMAN: As I see it, the Ottawa Terminal Railway Company will
employ railroad engineers only in shunting operations?

Mr. MacDouGALL: Yes, on switching operations, and they will come from
the railways. They will not be employees of the Ottawa Terminal Railway
Company.

Senator RoEBUCK: Is not that satisfactory, Mr. Walter?

Mr. WALTER: That is precisely what we want to hear, but we have been
unable to get this commitment up to this point at the local level. We will
certainly get a letter out to you to verify this. That solves our problem, I think,
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if that is the intention of the Canadian National Railways—and, of course, you
are speaking for the Canadian Pacific as well.

Mr. MacDoucGAaLL: As I understand it, that is the position.
Senator PEARSON: Are you speaking for the Canadian Pacific, too?

Mr. WALTER: Yes, I am speaking for the Brotherhood of Locomotive
Engineers.

Senator IsNOr: Mr. Walter, have you written such a letter?

Mr. WALTER: No, we have not written a letter yet, simply because we have
been dealing with this at the local level. Our problem here is that we have
difficulty in dealing with the Ottawa Terminal Railway Company until it is set
up, so that all we can do is to deal with the Canadian National Railways and
the Canadian Pacific Railway Company through our local representatives. When
they approached the Canadian Pacific or the Canadian National they were
invariably told that things have not yet beén decided, and that they could not
be given specific answers to these questions until the terminal is set up, the
officials hired, and a policy as to how this matter will be handled is set down.
We have had no concrete answer up until today as to how the crews will be
assigned, or how they will be hired by the Ottawa Terminal Railway Company.

The CHAIRMAN: Mr. Walter, you have heard the policy stated by the
representative of the railway companies. It is public, and it will be printed in
our record. I think you could very easily close the matter by correspondence.

Mr. WALTER: Yes, I think we can, and we are quite happy with that solution.
Thank you very much.

The CHAIRMAN: Does the committee wish to hear General Clark? You will
remember that he gave us a very full presentation last June. Would you like to
hear him on what has transpired since then?

Perhaps, General Clark, you would give us a word on that. Of course any
members of the committee who were not present when General Clark gave
evidence here previously may ask any questions they see fit.

Lieutenant General S. F. Clark, Chairman, National Capital Commission: I can
make this very brief by just outlining the program since we appeared before
you last June. The contracts for the new railway station have been let
since that time and we hope it will be finished on or about July 17 of this
year. Our hope is that it will be open during July or August. The contract
has been awarded for the depression of the Prescott subdivision to keep
the roads and railway separate, and we expect to be able to put the station
into operation on or about July 1st this year. That would permit us to
proceed with the other programs contingent upon the finishing of that part of
the railway plan.

I think that is as briefly as I can put it.

Senator HOLLETT: General Clark, you are familiar with the question raised
last year about the removal of the tracks on Riverside Drive. Is there any
further action in that respect?

General CLARK: Mr. Chairman, this point was raised by the City of Ottawa
and by a group of people known as the Citizens for Ottawa Planning. In order
to try to resolve it, the City of Ottawa suggested at a meeting with the
commission and the railways that a private consultant be engaged to see if it
was feasible to remove the Beachburg subdivision from Ross Junction to
Hurdman—that is the location of the new station. The commission received
authority to pay 50 per cent of the cost of the study if the city wished, and a
firm of consultants by the name of C. C. Parker and Associates are now
studying the matter to determine whether there is an engineering solution
which would be acceptable to the railways from the point of view of railway
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operations and to determine the costs and what would be involved in the
elimination of that section of the Beachburg subdivision. We shall not receive
that report for some months as it is a very complex study.

Senator HoLLETT: That is how the matter stands at the moment.

The CHAIRMAN: Any further questions of General Clark? Thank you,
General. Does the committee wish any further evidence or are you prepared to
proceed with the bill on the evidence we have received so far?

Some Hon. SENATORS: Proceed.

The CHAIRMAN: Shall I go through the bill section by section?
Hon. SENATORS: Agreed.

The CHAIRMAN: Section 1: Short title. Shall section 1 carry?
Hon. SENATORs: Carried.

The CHAIRMAN: Section 2: Incorporation. Shall section 2 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 3: Provisional directors. Shall section 3 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 4: Capital stock. Shall section 4 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 5: Head office. Shall section 5 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 6: General meetings, and Annual meeting. Shall
section 6 carry?

Hon. SENATORS: Carried.
The CHAIRMAN: Section 7: Numbers of directors. Shall section 7 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 8: Executive committee of directors, Number of
Members, and Composition. Shall section 8 carry?

Hon. SENATORS: Carried.
The CHAIRMAN: Section 9: Undertaking. Shall section 9 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 10: Powers of Company—this is the section with the
general powers and the change in subsection (e) omitting the word ‘“hotels”.
Shall section 10 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: Section 11: National Railways may convey to the Company
lands, buildings, etc. in the City of Ottawa. Shall section 11 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: Section 12: Canadian Pacific Railway Company may convey

to the Company lands, buildings, etc. in the City of Ottawa. Shall section 12
carry?

Hon. SENATORS: Carried.

The CHAIRMAN: Section 13: Agreement for use of Company’s undertaking.
Shall section 13 carry?

Hon. SENATORS: Carried.
The CHAIRMAN: Section 14: Issue of securities. Shall section 14 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 15: C.N.R. and C.P.R. may acquire stock of the

Company and guarantee principal and interest of securities. Shall section 15
carry?
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Hon. SENATORS: Carried.

The CHAIRMAN: Section 16: By-laws and regulations and management of
terminal. Shall section 16 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: Section 17: Time for construction. Shall section 17 car-
ry—General Clark, you have the first day of January, 1967 to complete every-
thing—will that be satisfactory still?

General CLARK: Yes, Mr. Chairman.
The CHAIRMAN: Shall section 17 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Section 18: Application of Railway Act. Shall section 18
carry?

Hon. SENATORS: Carried. :

The CHAIRMAN: Section 19: Declaratory. Shall section 19 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: Shall the preamble carry?

Hon. SENATORS: Carried.

The CHAIRMAN: Shall the title carry?

Hon. SENATORS: Carried. L

The CHAIRMAN: Shall I report the bill without amendment?

Hon. SENATORS: Agreed.

The CHAIRMAN: Thank you very much, gentlemen. I should inform the
committee that it will be necessary to hold a meeting sometime next week to
consider the bill dealing with the St. Croix River Bridge which we discussed in

the Senate last evening. The committee will receive notice of the meeting in due
course.

Thank you very much.
The committee adjourned.
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First Session—Twenty-seventh Parliament '
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PROCEEDINGS
OF THE
STANDING COMMITTEE
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No. 2

Complete Proceedings on Bill S-15
intituled: “An Act to authorize the construction of a bridge across the
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- Mr. P. A. Bridle, Chairman, Interdepartmental Committee on International
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THE STANDING COMMITTEE
on
TRANSPORT AND COMMUNICATIONS
The Honourable
ADRIAN K. HUGESSEN,
Chairman

The Honourable Senators

Aird, McCutcheon,
Aseltine, McDonald,
Baird, McGrand,
Beaubien (Provencher), McKeen,
Burchill, McLean,
Connolly (Halifax North), Methot,

Croll, Molson,
Dessureault, Paterson,
Dupuis, Pearson,

Farris, Phillips,
Fournier (Madawaska-Restigouche), Power,

Gelinas, Quart,

Gershaw, Rattenbury,
Gouin, Reid,

Haig, Roebuck,
Hayden, Smith (Queens-Shelburne),
Hollett, Thorvaldson,
Hugessen, Veniot,

Isnor, Vien,
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Lang, Woodrow—(46).
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
February 23, 1966:

“Pursuant to the Order of the Day, the Honourable Senator Rattenbury
moved, seconded by the Honourable Senator Bourque, that the Bill S-15,
intituled: “An Act to authorize the construction of a bridge across the St. Croix
River between the Province of New Brunswick and the State of Maine”, be read
the second time.

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

The Bill was then read the second time.

The Honourable Senator Rattenbury moved, seconded by the Honourable
Senator Bourque, that the Bill be referred to the Standing Committee on
Transport and Communications.

The question being put on the motion, it was—

Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
THURSDAY, March 3, 1966.

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

Present: The Honourable Senators Hugessen (Chairman), Aseltine, Burchill,
Connolly (Halifax North), Croll, Fournier (Madawaska-Restigouche), Gershaw,
Hollett, Lefrancois, McCutcheon, McDonald, McGrand, McLean, Rattenbury,
Willis and Woodrow.—16.

In attendance: Mr. E. Russel Hopkins, Senate Law Clerk and Parliamentary
Counsel.

Bill S-15, “An Act to authorize the construction of a bridge across the St.
Croix River between the Province of New Brunswick and the State of Maine”,
was read and considered.

On motion of the Honourable Senator Burchill it was resolved to report
recommending that authority be granted for the printing of 800 copies in
English and 300 copies in French of the proceedings on the said Bill.

The following were heard:

Mr. P. A. Bridle, Chairman, Interdepartmental Committee on International
Bridges, Dept. of External Affairs.

Mr. G. T. Clarke, Chief Engineer, Development Engineering Branch, Dept.
of Public Works.

On motion of the Honourable Senator Burchill, it was resolved to report
the Bill without amendment.

At 11.45 a.m. the Committee adjourned to the call of the Chairman.
Attest.

John A. Hinds,
Ass’t Chief Clerk of Committees.
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REPORT OF THE COMMITTEE
THURSDAY. March 3, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill S-15, intituled: “An Act to authorize the construction of a
bridge across the St. Croix River between the Province of New Brunswick and
the State of Maine”, has in obedience to the order of reference of February
23rd, 1966, examined the said bill and now reports the same without any
amendment.

All which is respectfully submitted.

A. K. HUGESSEN,
Chairman.
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THE SENATE

THE STANDING COMMITTEE ON TRANSPORT AND
COMMUNICATIONS

EVIDENCE
OrrawA, Thursday, March 3, 1966.

The Standing Committee on Transport and Communications, to which was
referred Bill S-15, to authorize the construction of a bridge across the St. Croix
River between the Province of New Brunswick and the State of Maine, met this
day at 11.30 a.m. to give consideration to the bill.

Senator A. K. HUGESSEN in the Chair.

The CHAIRMAN: Honourable senators, I call the meeting to order.

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

The committee agreed to report recommending authority be granted
for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the bill.

The CHAIRMAN: We have before us Bill S-15, an Act to authorize the
construction of a bridge across the St. Croix River between the Province of New
Brunswick and the State of Maine.

The witnesses are Mr. P. A. Bridle, Chairman of the Interdepartmental
Committee on International Bridges, of the Department of External Affairs; Mr.
J. N. Whittaker, Officer, U.S.A. Division, Department of External Affairs, and
Mr. G. T. Clarke, Chief Engineer, Development Engineering Branch, Depart-
ment of Public Works.

I suppose none of these witnesses can give us evidence on the matter
of principle which I see in this bill, which is as to whether we should encourage
citizens of the Province of New Brunswick to find new ways of escape to the
State of Maine.

In the meantime we have a map here and I think Mr. Clarke would be the
person to give us the engineering details required. Mr. Bridle will give us the
general presentation of the bill. Perhaps, Mr. Bridle, you could go over to the
map and explain what the proposal is.

Mr. P. A. Bridle, Chairman, Interdepartmental Committee on International
Bridges, Department of External Affairs: I would be very glad to explain the
proposal. With your permission I will make a brief opening statement, and then
perhaps you would like to ask questions. There may be some points requiring
clarification.

As the bill before you makes clear, the Government of the Province of New
Brunswick wishes to build this bridge between the town of Milltown and the
city of Calais across the St. Croix River. This, of course, would be an
international bridge between Canada and the United States. The bridge would
be constructed, operated and maintained by the Government of the Province of
New Brunswick in co-operation with the Government of the State of Maine.

19
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20 STANDING COMMITTEE

Each of these governments would pay one-half the cost of constructing the
bridge and the entire cost of all approach works and right of way within its
own borders. Each government would share the cost of maintenance and
operation of the bridge on the same basis. The federal Government would make
no financial contribution to the bridge. The bridge would be toll free.

Procedurally there is to be an agreement between the Province of New
Brunswick and the State of Maine which would cover these points I have
mentioned, and others that may be necessary. In order to give this agreement
its appropriate status there would at an appropriate time be an exchange of
notes between the Secretary of State for External Affairs and the United States
Ambassador in Ottawa relating to the agreement and indicating the approval of
the two federal governments to its conclusion.

The CHAIRMAN: In other words, the governments of Maine and New
Brunswick cannot make an agreement between themselves without the ap-
proval of the External Affairs Department?

Mr. BrRIDLE: That is correct.

Senator Wooprow: What is the estimate of the total cost?

G. T. Clarke, Chief Engineer, Development Engineering Branch, Department of
Public Works: It is $235,000. New Brunswick’s share is $130,000, and Maine’s
share is $105,000. This difference is probably due to part of the New Brunswick
approach being included in the bridge contract.

Senator FOURNIER (Madawaska-Restigouche): Is there in existence at the
present time an old bridge?

Mr. BRIDLE: Yes. !

Mr. CLARKE: There is an old existing timber bridge which is now at the end
of its useful life. The new bridge will be about 65 feet downstream.

Senator CROLL: What is the traffic like on the bridge normally? .

Mr. CLARKE: It must be very light because it is in pretty poor shape. Heavy
trucks use the international bridge five miles south.

Senator Woobrow: You say there are no tolls on that bridge?

Mr. BRIDLE: No. Maine and New Brunswick each bears its share with
regard to maintenance.

Senator Woobrow: Have you any estimate of what that amount will be?

Mr. CLARKE: It is $5,000 a year or less. ’

Senator BURCHILL: Mr. Chairman, I move that the bill be reported.

Senator HOLLETT: Before the bill is reported, Mr. Chairman, may I refer to
the first part of clause 3 of the bill, which says:

The Province of New Brunswick (hereinafter referred to as the
“Province”) may, either alone or in conjunction with. . ..
Is it possible for New Brunswick to construct the bridge alone?

Mr. BrmpLE: I think, sir, this is purely permissive. The clear and stated
intention of the Government of New Brunswick is to build this bridge in
co-operation with the State of Maine.

Senator HOLLETT: I am wondering if that word ‘‘alone” should not be
deleted altogether.

Mr. BRIDLE: The Governments’s law officers felt that that provision could
appropriately be included, since from the point of view of the Canadian
Government there would be no objection to the Province of New Brunswick
building the bridge itself, should it wish to do so.

C
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Senator HOLLETT: Is there anyone who could give authority to build the
bridge alone?

The CHAIRMAN: The question might arise that perhaps the authority in
Maine might say, “All right, we will let New Brunswick build the whole bridge
for us.”

Senator HOLLETT: Yes, but we do not know that, because it is not stated.
Can the Government give anybody the right to build a bridge connecting with
the United States? All we have now is an authority which is not named.

Senator McCuUTCHEON: It is possible that we could get authority, and the
United States might say we cannot build it.

Senator RATTENBURY: The Government of the State of Maine has already
signed the necessary document.

Senator HOLLETT: But can somebody in Canada give the right to build a
bridge alone?

The CHAIRMAN: Not by itself. That authority, together with authority from
Maine would be sufficient, would it not?

Senator HOLLETT: I just thought I would draw that to the attention of the
committee.

The CHAIRMAN: I think the wording is all right.

Senator FOURNIER (Madawaska-Restigouche): May I ask what is the type
of navigation here?

Mr. CLARKE: Any stream that is navigable in part is considered to be navi-
gable throughout under the Navigable Waters Act; hence approval under the
It:Ia.\lr:gable Waters Act would have to be secured before the bridge could be

uilt.

The CHAIRMAN: Honourable senators, I have a motion to report the bill, if
there are no further questions.

Bill reported.

The CurAIRMAN: Shall I report the bill without amendment?

Bill reported without amendment.
Whereupon the committee adjourned.
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First Session—Twenty-seventh Parliament

1966
THE SENATE OF CANADA
PROCEEDINGS
OF THE

STANDING COMMITTEE

ON
TRANSPORT AND COMMUNICATIONS

The Honourable A. K. HUGESSEN, Chairman

No. 3

Complete Proceedings on Bill C-165,

intituled: “An Act respecting the construction of a line of railway in the
Province of Ontario by Canadian National Railway Company
from the vicinity of Amesdale in the Redditt Subdivision of the
Canadian National Railway in a north northwesterly direction
for a distance of approximately 68 miles to a point in the
vicinity of Bruce Lake, in the District of Kenora”.

WEDNESDAY, MAY 4, 1966

WITNESSES:

Canadian National Railway Company: G. M. Cooper, Assistant General
Solicitor; K. M. Ralston, Mining Engineer; Department of Transport:
Jacques Fortier, Q.C., Director, Legal Services.

REPORT OF THE COMMITTEE

ROGER DUHAMEL, F.R.S.C.
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THE STANDING COMMITTEE

ON

TRANSPORT AND COMMUNICATIONS

The Honourable Adrian K. Hugessen, Chairman

The Honourable Senators
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Aseltine,
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Bourget,

Burchill,

Connolly (Halifax North),
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Dupuis,
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Kinley,

Lang,
Lefrancois,
Macdonald (Brantford),
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McDonald,
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McLean,
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_Pearson,
Phillips,
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Quart,
Rattenbury,
Reid,
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Vien,
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Ex officio members: Brooks and Connolly (Ottawa West).
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
May 4th, 1966:

“Pursuant to the Order of the Day, the Honourable Senator Benidickson,
P.C., moved, seconded by the Honourable Senator Burchill that the Bill C-165,
intituled: “An Act respecting the construction of a line of railway in the
Province of Ontario by Canadian National Railway Company from the vicinity
of Amesdale in the Redditt Sub-division of the Canadian National Railway in a
north northwesterly direction for a distance of approximately 68 miles to a
point in the vicinity of Bruce Lake, in the District of Kenora”, be read the
second time.

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

The Bill was then read the second time.

The Honourable Senator Benidickson, P.C., moved, seconded by the
Honourable Senator Burchill, that the Bill be referred to the Standing Com-
mittee on Transport and Communications.

After debate, and—

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
FripAy, May 6th, 1966.

Pursuant to adjournment and notice the Standing Committee on Transport
and Communications met this day at 11.00 a.m.

Present: The Honourable Senators Hugessen (Chairman), Aird, Baird,
Brooks, Burchill, Connolly (Halifax North), Connolly (Ottawa West), Hollett,
Isnor, Kinley, McCutcheon, McDonald, McKeen, Paterson, Rattenbury, Smith
(Queens-Shelburne) and Welch. (17)

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

Bill C-165, An Act respecting the construction of a line of railway by
the C.N.R. in the province of Ontario from the vicinity of Amesdale to a
point in the vicinity of Bruce Lake, was read and examined, clause by clause.

The following witnesses were heard:

Canadian National Railway Company:
G. M. Cooper, Assistant General Solicitor.
K. M. Ralston, Mining Engineer.

Department of Transport:
Jacques Fortier, Q.C., Director, Legal Services.

On Motion of the Honourable Senator Isnor it was Resolved to report the
said Bill without amendment.

At 12.15 p.m. the Committee adjourned to the call of the Chairman.
Attest.

Frank A. Jackson,
Clerk of the Committee.
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REPORT OF THE COMMITTEE
Fripay, May 6, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill C-165, intituled: “An Act respecting the construction of a line
of railway in the Province of Ontario by Canadian National Railway Company
from the vicinity of Amesdale on the Redditt Sub-division of the Canadian
National Railway in a north northwesterly direction for a distance of approxi-
mately 68 miles to a point in the vicinity of Bruce Lake, in the District of
Kenora”, has in obedience to the order of reference of May 4th, 1966, examined
the said Bill and now reports the same without any amendment.

All which is respectfully submitted.

Adrian K. Hugessen,
Chairman.
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THE SENATE

THE STANDING COMMITTEE ON TRANSPORT AND
COMMUNICATIONS

EVIDENCE
OTTAWA, Friday, May 6, 1966.

The Standing Committee on Transport and Communications to which was
referred Bill C-165, respecting the construction of a line of railway in the
Province of Ontario by Canadian National Railway Company from the vicinity
of Amesdale on the Redditt Subdivision of the Canadian National Railway
in a north northwesterly direction for a distance of approximately 68 miles
to a point in the vicinity of Bruce Lake, in the District of Kenora, met this
day at 11 a.m. to give consideration to the bill.

Senator A. K. HUGESSEN in the Chair.

The CHAIRMAN: Honourable senators, it is now 11 o’clock and time for the
convening of this meeting. The Senate has referred to us Bill C-165, an act
respecting the construction of a line of railway by Canadian National Railway
Company in the north northwesterly part of the Province of Ontario.

As this is a public bill of considerable importance, I would appreciate the
usual motion that we be allowed to report the proceedings of the committee
and that authority be granted for printing.

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

The committee agreed to report recommending authority be granted
for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the bill.

The CHAIRMAN: This bill was introduced in the Senate by Senator Beni-
dickson, who is present this morning. Have you anything you wish to add
before we proceed, senator?

Senator BENIDICKSON: No, thank you, Mr. Chairman. We have representa-
tives here.

The CHAIRMAN: Yes, I have the names before me.

Senator BENIDICKSON: I think they will be more competent than I to speak
on the subject.

The question was raised in the Senate the other day about the probable
profit or net return that might come from this investment. This does involve, as
everybody can appreciate, something in the nature of a competitive relationship
with industry. The Government was given, by the Canadian National Railway,
overall assurance that the enterprise should be profitable for it. However, it is
perhaps not wise to present all the contractual detail to the public at large in
order to protect this government company in a competitive position. There is no
member of Parliament who cannot get this information or even ask a question
about it here. My only point is that it might not be wise to put the financial
detail on public record.

The CHAIRMAN: Thank you, senator.

27
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28 STANDING COMMITTEE

Senator IsNor: I raised the particular question when the honourable
member was so ably sponsoring the bill, because I was anxious to know
whether there was a sufficient return for this public expenditure. After all, we
must bear in mind that the C.N.R. deficits are taken care of each year by the
public. It is only fair that the public should know whether this is a wise
investment, and the cost per mile, perhaps, as compared to similar work in
other districts. That was my thought on the matter.

Senator Brooks: The officials are here to give us this and other information,
are they not? .

The CHAIRMAN: Yes. I can give the committee the list of officials who are
here. We have, for the Canadian National Railways, Mr. G. M. Cooper, Assistant
General Solicitor; Mr. D. F. Purves, Assistant Vice-President; Mr. K. M.
Ralston, Mining Engineer; and Mr. Rolland Boudreau, Solicitor. We also have
Mr. Jacques Fortier, Director of Legal Services of the Department of Transport.

I spoke for a moment or two to these witnesses before the meeting. I asked
them specifically if they had read the debate which took place on Wednesday in
the Senate on this bill with a view to seeing what sort of questions were in the
minds of senators. They told me they had read it. Therefore, I believe we will
find they are in a position to discuss these questions. I am told that the
preliminary presentation on behalf of the railway company will be made by Mr.
Cooper, the Assistant General Solicitor. Should we hear Mr. Cooper?

Hon. SENATORS: Yes.

Mr. G. M. Cooper, Assistant General Solicitor, Canadian National Railways:
Mr. Chairman and honourable senators, Bill C-165 which is before you is a
bill in the usual and familiar form of branch line legislation. It relates to a
proposed branch line which is 68 miles in length and is proposed to be built
at an estimated cost of $11.1 million to provide rail service to a mine site,
referred to as The Griffith Mine, at Bruce Lake in northwestern Ontario.

Geographically, the branch line is indicated here on the map, which has
been set up. The Griffith Mine is located at the top end of this bright red line,
which is the route of the proposed branch line under discussion. These other
red lines are Canadian National lines, this one being the main line between
Lakehead and Winnipeg. The green line below is the Canadian Pacific Railway
line, and this, running easterly from Nakina, is the National transcontinental
railway.

Senator BRoOOKS: What is the mileage to the Lakehead?

Mr. CooreR: To the Lakehead I think it is in the order of 318 miles. The
branch line is approximately 68 and I think the remaining distance is about
250 miles.

The operation at The Griffith Mine—which is primarily a Steel Company of
Canada undertaking, although I believe a well-known firm, Pickands Mather,
actually manage the mine—is planned for open-pit extraction of a relatively
low-grade iron ore, which would be concentrated at the mine site. The
concentrate would be processed physically into pellets for ease of shipment. The
pellets of iron concentrate would be shipped from the mine site over Canadian
National lines to Lakehead, there stock piled and then, ordinarily, would be
trans-shipped to vessels for carriage by water to Hamilton.

Senator BROOKS: What is the distance from Lakehead to Hamilton, the
water transportation distance? I was thinking of comparing that distance with
the distance between Hamilton and the Labrador mines.

Mr. CooPeER: I am sure it would be considerably less. Perhaps we would
more readily know the rail distance from Lakehead to Hamilton, which of
course would not be the same but would afford some rough measure, if we do
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not have another one. I wonder if Mr. Ralston can inform me on the rail
distance.

Mr. K. M. Ralston, Mining Engineer, Canadian National Railways: No, I do not
have the rail distance handy. The water distance via Lake Superior would be
about 800 miles.

Senator KINLEY: Can you calculate the distance on the map?

Mr. CooPER: We have the Lakehead but unfortunately we do not have
Hamilton shown on this map.

Senator SMITH (Queens-Shelburne): The estimate I heard from behind me
was 800 miles.

Mr. CoorER: Yes, I understand that it would be in the order of 800 miles.

Senator BENIDICKSON: It is not contemplated to move the ore by rail
through to Hamilton. It is contemplated to stock pile the ore at the Lakehead in
the winter?

Mr. CoopPER: Yes. We would be happy to move it by rail, but the economics
of it indicate that the regular movement would be by water beyond the
Lakehead.

Senator PATERSON: Will you use the existing ore dock or build a new one?
Mr. CoorER: The existing dock.

Senator BROOKS: The point I raised the other day was a comparison I had
made in my own mind, without knowing very much about this matter, between
production in this mine and production by the Wabush people in Labrador. The
rail haul would clearly not be so long in the Labrador district and the water
transport would be from stock pile at Sept-Iles via the St. Lawrence. I was
wondering whether The Griffith Mine was chosen because it was cheaper to get
the iron ore from it than from the tremendous development in Labrador.

Mr. CooPER: Possibly, because of the development there. If you wish to
pursue this, perhaps we should have the mining engineer rather than the legal
representative. Otherwise I am apt to confuse you rather than to inform you.
Would you like Mr. Ralston?

Senator BrRooks: Not just now, Mr. Chairman.

Mr. CooPER: As I understand the magnitude of the financial investment in
the mine property, it is in the order of $60 million, and the regular labour force
we think would be about 500 people.

_ Senator BRrooKs: There is another point. Does the $11 million for construc-
tion include the cost of the right of way?

Mr. CooPER: Yes, it covers the cost of acquisition of lands. They are mainly
provincial Crown lands.

The CHAIRMAN: There is no settlement along there?

5 ler. CooPER: There is very little settlement, and not along the right of way
itself.

As to the form of the bill, its first clause intends the authorization of the
construction and completion of the line which is described, in terms of physical
and financial quantities, in the schedule on the back cover of the bill; Order in
Council approval is a requisite after the legislation itself is passed. Competitive
tenders are provided for in the second clause. The third clause fixes the limit of
expenditure at 115 per cent of the estimated cost, which limit as appears in
clause 4, is $12,765,000; borrowing authority to that extent is provided by clause
4. Provision for temporary loans appears in clause 5 and the usual guarantee of
securities is in clause 6.

|
¢
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Senator Brooks: This is not a guarantee that it would not cost any more
than what is stated here. By Order in Council the Government could allow
more money if the railroad costs more than it is estimated?

Mr. CooPER: Yes. It must not cost more than the estimate plus contingen-
cies, except, as it says in clause 3, with the approval of the Governor in Council.

Senator BRoOKS: It is a usual clause?

Mr. CooPER: It is the usual clause, yes.

Senator KINLEY: Suppose your costs go over that; what would happen in
that event? y

Mr. CoopER: Well, this situation would manifest itself before the day came
when the last of the statutory money was to be spent and representations would
no doubt be made to the Governor in Council well in advance.

Senator KINLEY: Is this cost excessive—$163,000 per mile?

Mr. CoopEr: It is a hard estimate of the costs of construction in this
particular terrain.

The CrairMaN: This is quite a rough area.

Mr. CoopER: Yes. By way of contrast is the bill we had before the Senate
last year for a short line in the area of Sarnia.

Senator KINLEY: You can build a spur two miles long without coming here?

Mr. CooPER: Six miles long.

Senator KINLEY: You have authority to do that without coming to Parlia-
ment at all.

Mr. CoorPEr: We have to go to the Governor in Council, but not to
Parliament. But in excess of six miles its special legislation requires Canadian
National to come to Parliament.

Senator KINLEY: Then do you have the company guarantee a certain
amount of traffic which it can supply without your coming here?

Mr. CoorER: We have an agreement respecting the volume of traffic which
supports the economics of this application.

Senator BAIRD: What about connection with the CPR line which is also in
that region?

Mr. CooPER: Such connection would require construction of another 20
miles of line which would add considerably to the cost of the project and would
leave unresolved problems of interchange and handling, and would substantial-
ly affect the economics of the whole proposal. We would be seeking perhaps $15
million instead of $11.1 million.

Senator BAIrDp: Are the C.P.R. interested in that? Would they be interested
in establishing a branch line from the mine?

Senator BENIDICKSON: Isn’t that up to the Steel Company of Canada?

Senator BAIRD: They own the mine.

Mr. CooprER: The other railroad would require a different traffic guarantee
to support the additional cost. I do not know whether there was an inquiry, but
this matter now is being dealt with as between Canadian National and Stelco as
an industry application to this railroad.

Senator BENIDICKSON: Are your arrangements with the Steel Company of
Canada under your agreement absolutely firm to the extent that, if in a period
such as we are now in—that is, a period of rising costs—115 per cent of your
estimate is not adequate, are you enabled to get any better return from the
Steel Company of Canada or are you stuck under the agreement to a certain
amount of per ton revenue over a certain period of time?
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Mr. Cooper: I would say we cannot, just as' we would not want them to
reopen the contract we have made. Our return from the contract would be
diluted to the extent that our capital costs as built into the application here or
the proposal here were inadequate. But the amount has been carefully looked at
and there would be some margin in our economics to take care of this. We
would not want them to be able to say “Oh, well, now it has cost us more to
build this plant, so please reduce the freight rate which we have negotiated.”

Senator IsNOR: Could I ask Mr. Ralston through you if the cost per mile of
the average line construction during the past few years is comparable with this
$163,234 per mile?

Senator KINLEY: You are here in the interests of the railroad?

Mr. CooPER: Yes.

Senator KINLEY: You are satisfied that this is a good bargain for your
company?

Mr. CoOPER: Yes.

Senator ISNOR: I am not asking about the bargain; I am asking about the
comparison of cost per mile. It struck me from other bills that this was a little
higher than the average.

Senator BENIDICKSON: But it is in Precambrian rock.

The CHAIRMAN: I don’t think that will help the committee very much. You
will remember last year, in connection with the construction of this line near
Sarnia which was through very flat country, the cost was $50,000 to $60,000 a
mile. In this case the country is very rocky indeed.

Senator McDoNALD: Does Mr. Ralston represent the railroad or the iron ore
company?

The CHAIRMAN: He is the mining engineer of the Canadian National
Railways.

Mr. CoorER: Mr. Fortier assists me here with two instances. Last year we
were before this committee with respect to a 12-mile line at Sarnia where the
estimated cost was $850,000, which is very close to $70,000 per mile. The line
built for Brunswick Mining and Smelting near Bathurst in New Brunswick in
1962 was 15 miles at $1,450,000, or slightly under $100,000 per mile. The
difference would be caused by the terrain and whether or not any major
bridges were required.

Senator HOLLETT: I take it the only reason for the construction of the
railroad is for the iron ore, is that right?

Mr. CooPER: The whole economics of this are based on the iron ore.

Senator HOLLETT: What is the estimated tonnage?

Mr. CooPER: The planned tonnage—

: 1:"'Senator HoLLETT: I don’t mean that. For how many years is this likely to
ast?

Mr. CooPER: More and more I would like Mr. Ralston to assist me in this to
give an estimate of the overall tonnage of ore available for mining in terms of
the expected economics life of the mine.

Mr. RALsTON: Mr. Chairman, the official established ore reserves have been
released to us by Picklands Mather and Company, which are managing agents
for The Steel Company of Canada and which will operate this mining property.

' ‘Senato.r BENIDICKSON: Picklands Mather and Company is a world-wide
mining engineering company with headquarters in Cleveland, Ohio.

Mr. RALSTON: Yes, indeed. Picklands Mather have long experience in
operating mines of their own and, as managing agents, mines of other compa-
nies. Their official estimate of established reserves at The Griffith Mine is
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sufficient ore to maintain a shipping rate of 14 million long tons per year of iron
concentrate pellets for a period of 30 years—this to an open-pit depth of 735 feet,
I think it was—which would, of course, indicate total reserves, in terms of
product, of 45 million long tons.

Senator HOLLETT: And hiring how many men?

Mr. RALsTON: When they get into operation, regular operation, about 450.

Senator HOLLETT: The reason I am asking this question is that we have a
lot of iron ore down in Bell Island, Newfoundland. I was wondering if we could
not give them all the ore they wanted.

Mr. RALsTON: Of course, Bell Island has immense reserves. It is not known
how far the iron deposits extend under the sea but, as you know as well as I do,
although Wabana has operated for many years, in the drastically changed
climate of the iron ore industry the quality of Wabana ore is not as acceptable
as it once was. $

Senator HoLLETT: What is the iron ore content in the place we are
considering now?

Mr. RALSTON: The Griffith Mine product will average 65 to 68 per cent iron.

Senator HOLLETT: That is after it is concentrated?

Mr. RALsTON: Yes, that is after it is concentrated and pelletized.

Senator HoLLETT: What is it now, in the raw state?

Mr. RALSTON: As crude ore?

Senator HOLLETT: Yes.

Mr. RALSTON: As mined it would average about 29 per cent.

Senator HoLLETT: I think Bell Island is 37 per cent, isn’t it?

Mr. RALSTON: It is higher than that in iron—about 48 per cent.

Senator HOLLETT: That may be.

Senator BENIDICKSON: Is there not a sulphur problem?

Mr. RALSTON: A phosphorous problem. I am quite certain that if Dosco
could find a market—and they have been making strenuous efforts to upgrade
the ore—Wabana would continue operations.

Senator BRooKS: In making comparisons, how does the iron ore at this mine
and Bell Island compare with that in Labrador? I understand they have very
high concentration there.

Mr. RaLsTon: They have various grades in Labrador—that is, the general
area, Labrador and northern Quebec.

Senator BRoOKS: In limited quantities though.

Mr. RALSTON: The ore of the Iron Ore Company of Canada at Schefferville
is rather superior—that is, direct-shipping ore, as it is called, is about 54 per cent
iron. At Carol Lake, where the deposits are also owned by the Iron Ore
Company of Canada, which, as you know, is composed of a number of
companies, I think the average grade, speaking from memory—and this is crude
ore—is about 35 per cent. The company concentrates it to just about the same
grade as the concentrate of The Griffith Mine. The Iron Ore Company also
produce pellets from their Carol Lake concentrate. For the last three or four
years production of pellets has been at the rate of about 5 million tons a year
and, as you no doubt saw in the press, in the last couple of months the company
have decided to increase production to about 10 million tons a year of pellets,
which is double the present capacity at Carol Lake.

Senator BENIDICKSON: What is the relationship in tonnage between the
open-pit crude ore and the tonnage of pellets? We are talking in terms of
eventually having 1} million tons of pellets.
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Mr. RALSTON: Yes.
Senator BENIDICKSON: How many tons of crude ore would be involved?

Mr. RaLsToN: Well, I visited the property and looked at the deposits, and
studied certain reports. Picklands Mather have not issued any such figures, but
knowing the approximate average grade of the ore and the average grade of the
product, I arrived at a ratio of concentration of roughly three to one. That is to
say, for every one ton of iron concentrate pellets produced you will have to
mine and mill about three tons of ore.

Senator BENIDICKSON: Actually, that is not our problem. We are concerned
about the freight of the pellets on the railway.

Mr. RaLsToNn: I am sorry, did I not answer your question?

Senator BENIDICKSON: Your problem and our problem is the freight, the
tonnage of pellets. I perhaps raised an irrelevant question.

Mr. RaLsToN: No, because the tonnage that is shipped depends absolutely

on the tonnage that is in the ground as reserves, and the one relates to the
other.

Senator HoLLETT: Looking at it from the investment point of view of
Canadian National, would you not consider that if you put $12 million into
assistance on Bell Island you could use your own ships to handle the ore? There
are 10,000 people on that island living off that ore. Do you not think that if
Canadian National invested $10 million or $12 million or more there, it would
be wiser?

Mr. RALsSTON: Dosco have been in the business for years.

Senator KINLEY: But they have been prepared to give it to you.

Mr. RALSTON: They have made every effort for the last six or eight years to
improve their product and to find a market, and they know the business; but,
unfortunately and most regrettably, they have not been successful, so they have
been forced to close Wabana. We could hardly set ourselves up as iron ore
experts and undertake to go in and do what Dosco have been unable to do
under the changing situation of today in the iron ore industry.

Senator HOLLETT: I think Stelco could. I have no objection to the bill, but I
am thinking of 10,000 souls on Bell Island, and with some help in pelletizing
that crude ore on Bell Island they could be kept there and thrive, in my opinion.
But here is the Canadian National, a Government agency, investing $12 million
with the hope that the mine may last a mere 30 years. Bell Island had been
there since ’95.

Mr. RALSTON: When I said 30 years, I stated that was the estimated figure
established by Picklands Mather. I do not mean that this represents all the ore
that is there, by any means. I would say that you could probably count on
double this amount of ore, and perhaps even more. The ore bodies have not
been delimited.

; Senator KINLEY: What advantages are there over the mining operation used
in Newfoundland? This is surface mining, is it not?

Mr. RALSTON: Yes. It is open pit, and that is an advantage right away.

Senator KiNLEY: Is it more economic for the steel company to operate that

:::Iﬁ?n to operate Bell Island? Dosco owns Wabana Mine, I think, and probably
s.

Mr. RaLsTon: No.
Senator McCuTcHEON: It is the Steel Company of Canada.
Senator KiNLEY: The Steel Company of Canada is going to build a big plant

in Quebec, and I think they are stopping it because of the austerity at
present—that is, the inflation.
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Senator McCutcHEON: I think that is Dosco you are referring to.

Senator KINLEY: Yes, that is Dosco.

Mr. RaLsToN: But Dosco has announced plans for a plant on the south shore
of the St. Lawrence.

Senator KINLEY: This is not Dosco?

Mr. RaLston: No, The Griffith mine has nothing whatever to do with Dosco.
But to answer your question, in the case of an open-pit mine the costs of
extracting the ore are almost always less than the costs of extraction from an
underground mine.

Senator KINLEY: No trouble with phosphorous?

Mr. RaLston: No trouble with phosphorous or with any other deleterious
material.

Senator BROOKS: Is there not open-pit mining in Labrador?

Mr. RALSTON: Yes.

Senator HOLLETT: There is some on Bell Island off Newfoundland. I have
been down there. The mine goes two miles out under the sea, and there is enough
ore down there to last forever.

Mr. RaLsTon: Well, it goes out for a considerable distance, that is right. It is
a tragedy that the mine, after all these years, has to be closed down.

Senator AIrRp: Having regard to the freight rates that will be established, at
what time do you visualize the CNR getting its money back from its capital
investment?

Mr. RaLsToN: Well, we have to take the freight rates that have been agreed
to—mind you, in the traffic guarantee agreement there is nothing whatsoever
about freight rates. Freight rates are a separate matter which are settled, first
of all, between Stelco and the freight sales department of the Canadian
National. Those freight rates are not fixed for all time. There is always a
proviso that they are subject to change authorized by the Board of Transport
Commissioners for Canada. Having settled the freight rates, we then base our
economics, of course, on the freight rates and, in turn, we settle the terms of the
traffic guarantee agreement.

Senator BRooks: The cost of production is likely to go up this year or next
year, is it not, on account of a strike that is pending? The cost of production at
the mine will go up, as I understand it, because—

Mr. RALsTON: Well, of course, the mine has not started operations yet. The
company is still in the process of its planning. Until we get approval from
Parliament, of course, they can hardly go ahead and make a huge expenditure
on the mere assumption—

Senator Brooks: They will have to look at the plan again, and anticipate
what the costs are going to be. From what I have read in the Financial Post I
gather the cost of producing iron ore is going to go up by about $1.25 a ton.

Mr. RALSTON: Do you mean the labour costs?

Senator BROOKS: Yes, the wages at the mine.

Mr. RaLsToN: That is, you might say, really Stelco’s concern, but they have
no doubt taken it into account. If there is any substantial inflation it is usually
reflected sooner or later in an increase in the price of the product.

The CHAIRMAN: There has been a great deal of interest expressed in the
provisions of the contract you have with Stelco and their guarantee of freight. I
think we should have some details of that, in so far as you feel you can properly
give them. We do not want to embarrass you by asking you for information that
you think might be useful to competitors, or something of that kind. What is the
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agreement with the Steel Company as to the amount they will pay, and its
relation to the cost of the enterprise?

Mr. RaLsToN: Yes, Mr. Chairman, with respect to all these branch lines we
have a traffic guarantee, but the traffic guarantee is not designed to keep us
completely whole. If the mining company for some unforeseen and remote
reason have to close down then the traffic guarantee will not return our capital
expenditure, but it does provide an earnest of the mining company’s intention,
and it pays our fixed charges. If, for some reason, for a period of time the
mining company have to suspend shipments then the impost, which is always
attached to the traffic guarantee, goes into operation, and this impost per ton of
deficiency multiplied by the guaranteed tonnage equals the interest on our
investment, plus our fixed maintenance, so that during the life of the traffic
guarantee our fixed charges are covered.

Senator BRooks: The costs of depreciation would be paid in that time—in
the 30 years?

Mr. RaLsToN: No, the traffic guarantee does not extend for that period. It
extends for a certain period, and it provides that the mining company will ship
a certain tonnage per year during the life of the traffic guarantee, and for every
ton that they fail to ship below that guaranteed tonnage they will pay us an
impost per ton of deficiency.

Mind you, they are not legally obliged to ship any more than what is
specified in the traffic guarantee, but we make sure that while the specified
tonnage is not in any way—at least, this is our object—an onerous handicap to
the mining company, it does at the same time, if the mining company merely
meet their legal obligation, make a certain contribution to our system overhead.
There is an additional safeguard in that the mining company are spending $60
million of capital, and you may depend upon it that they will do everything
possible to produce right up to capacity; otherwise they have unused capacity
for which they have paid out capital money.

Senator Brooks: Is it the same guarantee that you have with the Heath
Steele Mines, for instance?

Mr. RaLsTON: It is the same principle exactly.

Senator BRoOKS: And at Pine Point?

Mr. RansToN: That is a horse of another colour. The Pine Point line is not
one of our branch lines. We have no capital in it, senator. The capital for that
line, as you know, was put up by the Government of Canada.

The CHAIRMAN: Suppose everything goes perfectly and the mine starts to
operate, and it operates annually at the minimum and ships the minimum. What
effect will that have on the finances of the Canadian National Railway?

Mr. RaLsToN: If everything goes as is hoped and expected, Mr. Chairman,
they will ship not at the minimum but at the designed capacity of the plant,
which is considerably above the minimum. When you say “the minimum?” I
presume, Mr. Chairman, you mean the guaranteed tonnage?

The CHAIRMAN: Yes.

Mr. RALsTON: They will do everything possible, of course, to ship at their
designed capacity because they have spent the capital money to install that
capacity, and they have designed that capacity in accordance with the require-
ments of the market.

The CrAIRMAN: If that happens what will be the effect on the revenues of
the Canadian National Railways?

Mr. RaLsToN: If they operate at 1.5 million tons a year, which they have
every expectation of doing, especially since they are a captive industry, there
will be what we regard as a satisfactory contribution to our system overhead.
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That is to say, the operation will cover our full costs of transportation, the
interest on our capital, and will over a period of years return that capital and
leave an excess as a contribution to system overhead.

Senator IsNoR: What is that period? You have referred to a period; what is
it?

Mr. RALSTON: We based our economics—and this has no reference to tﬁe
period of the guarantee—on a period of 25 years. i

Senator HOLLETT: Are there any people living in that area at the present
time? 3

Mr. RaLsTON: As doubtless you know, Red Lake is quite a centre around
which there are flourishing gold mines. There are people around Ear Falls, and
there is some lumbering and pulpwood activity.

Senator RATTENBURY: This line will serve other interests, will it not?

Senator HOLLETT: That is why I asked that question.

Mr. RaLSTON: Yes, we hope and expect it will.

Senator BurcHILL: Under this act you have authority to issue securities or
bonds, to provide the funds for the building of this branch line.

Mr. RALSTON: I think Mr. Cooper can answer that.

Senator BURCHILL: When you say that the cost of operation would be paid
as well as the interest, do you include the cost of land financing, the sinking
fund, and so on?

Mr. CoopPER: Amortization of the investment is in the economics, senator.
The estimated return from this line will amortize the cost of it.

Senator BURCHILL: Over a 25 year period?

Mr. CooPER: Yes.

The CHAIRMAN: I gather from what the witnesses have said, the position is
that if the mine is not as successful as they hope the guarantee will at least give
you your operating expenses and charges of that kind. If, on the other hand, it
is successful and reaches the maximum, it will contribute to the—

Mr. CooPER: To the system’s indirect costs, yes.

Mr. RaLsTon: If they do only what is specified in the guarantee there will
be a small contribution. If they do what they have the capacity to do, there will
be a substantially larger contribution.

Senator McCuTcHEON: If the Steel Company of Canada is able to invest $60
million on this, I do not think we should spend too much time on the Canadian
National Railways’ proposal.

Senator KINLEY: They have not spoken yet.

Mr. RALsTON: Of course, that is true; but if a company is willing to invest a
very large sum of money, it does not always follow it is a sound operation for
us to go into, and we want to make sure that it is a sound operation.

Senator McCUTCHEON: You said it is a sound operation.

Mr. RaLsTon: Yes, but we have to check it; we don’t accept their word
for it.

Senator A1RD: Do you have independent line consultants?

Mr. RaLsToNn: No. We go in and have a look at the property and satisfy
ourselves that it is a viable operation.

Senator BENIDICKSON: You are a professional mining engineer?

Mr. RaLsToNn: That is right, senator.

The CHAIRMAN: Any further questions? One question that arose on second
reading, which I think the Leader of the Opposition, Senator Brooks, raised, is
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in connection with some of these other guarantees. We have had a number of
these in the past eight or ten years of lines under agreements with special
industries. I think you raised the question whether those have been carried out
and how far they have been successful.

Senator Brooks: I did, Mr. Chairman. And a few moments ago I asked,
along the same line, for a comparison of these other mines, and whether the
railways had lost money or not through these branch lines which had been built
up to the mines in other parts of the country on the same terms as they propose
to build this line.

Mr. RALSTON: Since the end of the war we have built 13 branch lines.
Senator BENIDICKSON: And the mileage is terrific.

Mr. RaLsToN: It is about 800 miles altogether.

Senator BENIDICKSON: Then it is substantial?

Mr. RaLsTON: Yes; and the only one in which we ever had to collect an
impost, that is to say, in which the mine company has not for a period fulfilled
the obligation under the traffic guarantee—fulfilled the obligation in so far as
tonnage of shipments is concerned—is Heath Steele Mines in New Brunswick.
They suspended production for about three years, for reasons over which they
had no control. They began production in the mid-fifties, at the very peak of
base metal prices. They produced copper concentrate, zinc concentrate, and lead
concentrate. They no sooner got into production than the prices of base metals
fell very substantially. When I say “very substantially,” I mean that prices were
cut in half. At the time of initial production, copper was about 46 cents, and
zinc and lead about 18 cents a pound. Very soon after the company began
production copper dropped to about 23 cents, and lead and zinc to about 8 or 9
cents a pound. The company found that it had an exceedingly refractory
ore—that is, a difficult ore to treat—and these two factors—falling metal re-
coveries and prices—forced the mine to close down for a time. With solution of
their metallurgical problems and increases of metal prices, the company
resumed production and have been operating ever since.

Senator BRoOKs: Well, you cannot take one or two years, for instance, and
say a mine has been a success. This mine will have to run for 30 years before
you know whether it is actually a success or not.

Mr. RALSTON: I can hardly agree with that.

Senator BROOKS: I am not criticizing. The point I tried to make the other
day, and about which I am not altogether satisfied, is that in the development of
the mines in Labrador, where we have mountains of iron ore, it could have
produced and been shipped to Hamilton, and these other places, probably
cheaper than from this mine. This is the general criticism I was making. Of
course, I am not an engineer.

Mr. RALSTON: It must be remembered that the people who have leased this
property for 75 years also have a large interest in Wabush Mines. In considering
the ore they are going to get from Wabush, they must have concluded that they
also required ore from this mine. They are paying a royalty to the owners of the
mine—that is, Iron Bay Mines Limited—of 50 cents per ton shipped.

However, in answer to your earlier question, I have already cited the one
instance in which we had to collect an impost for a few years. All our other
branch lines have been wholly successful, and all lines for which we sought

Parliamentary authority are making a substantial contribution to our system
overhead. :

Senator A1rp: What is your forecast as to the time period within which the
capital invested will be returned to the railway? In this regard what has been
your experience relating to the return of the capital invested?

23701—2
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Mr. RALSTON: In every case the actual cost of construction was less than
our estimated cost of construction.

Senator AirD: The point is that the return on capital invested to the CNR
came back within a reasonable target date of entering into the contract.

Mr. RAaLsTON: In some cases the lines are completely paid for. In other
cases, they are still being paid for year by year, and the situation as a whole is
very healthy.

Senator BAIRD: What is the name of the owner of the mine?

Mr. RALSTON: It is owned by Iron Bay Mines Limited, which company
leased the property, leased the ore deposits, to Stelco under an arrangement
which gives Stelco the right to mine the ore for a period of 75 years in
consideration of paying Iron Bay Mines Limited a royalty of 50 cents per ton of
iron concentrate shipped.

The CHAIRMAN: Are there any further questions that honourable senators
wish to ask?

Senator PATERSON: I would like to point out that in the Montreal Gazette
this morning appeared an article about General Motors laying off men because
of lack of demand for cars. That has a very direct effect on the iron ore
industry. I would like to point out that guarantees are very important, and I
presume that Canadian National will have themselves well protected. However,
I suppose this committee realizes that for a road built in 1962, compared to a
road built today, the interest on the money was 4 per cent as compared to
today’s 6 per cent. These things are very important in considering this bill.
There is a nervousness in the market about a possible depression. New York
had a bad break this morning and had a bad one yesterday.

That should not affect the risk of developing our country at present, but it
is something to consider. I presume that the Canadian National is very much
alive to the situation and that so is the Steel Company of Canada?

Mr. RALSTON: Yes.

Senator PATERSON: These traffic guarantees are quite important.

The CHAIRMAN: I think you would agree with me, senator, that if we are to
get any guarantee from anyone, the Steel Company of Canada is about the best
company to get a guarantee from.

Senator BENIDICKSON: Senator Paterson raised another question and I
would like to get a little further information on it. You are familiar, Mr.
Ralston, with the iron ore dock, the arrangements for loading iron ore from rail
cars to ships at the Lakehead. Another customer of yours is, of course, Steep
Rock Mines on another line almost directly south of this projected area. The
senator wanted to know whether, as a result of this development, you were
contemplating having to come to Government for further expenditure of a
capital nature on the iron ore dock.

Mr. RaLsTON: Is the sense of your question that as a result of this
development, the iron ore dock would be operating at full capacity and
therefore we would be faced with a situation where we would have to increase
it?

Senator BENIDICKSON: That is right.

Mr. RALsTON: At the moment the iron ore dock has sufficient capacity to
handle the output of Caland and of Steep Rock and of this mine.

The CHAIRMAN: In other words, you do not envisage, as a result of this
project, that, next year or the year after, you will require to come to
Parliament for an extra few million dollars for addition to the dock that is in
Port Arthur?
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Mr. RALsTON: Not as a result of this development, Mr. Chairman.
Senator BRoOKS: They can come, under the bill, if they wish.

The CHAIRMAN: Has the committee heard sufficient evidence in regard to
this bill? Is there anything that any senator wishes to ask? If not, is the
committee willing to consider the bill?

Senator KINLEY: Is the Steel Company of Canada here? Are they coming
before the committee?

The CHAIRMAN: There is no representative of the steel company here.

Senator KINLEY: Should not there be?

Senator BAIRD: Why?

Senator KINLEY: Because they are thinking of giving a guarantee.

Mr. CooPER: The railway has the steel company’s contractual guarantee.

Mr. RaLsTon: It is signed.

The CHAIRMAN: I do not know what we could ask the steel company to say,
except that they signed the guarantee, and to explain it.

Senator BRooks: Mr. Cooper explained to us the agreement that exists with
the steel company.

The CHAIRMAN: Is the committee ready to consider the bill?

Hon. SENATORS: Yes.

The CHAIRMAN: Section 1, construction and completion. Shall section 1
carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Section 2, competitive bids or tenders. Shall
section 2 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Section 3, maximum expenditure. Shall
section 3 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Section 4, issue of securities.

Senator IsNor: I would like to have the situation clarified in regard to
sections 4 and 5. The cost of construction is $11,100,000, but they provide here
for borrowing authority for $12,765,000.

Mr. CoorPER: Mathematically, that is the 15 per cent on top of the estimated
cost. It is the contingency clause.

Senator IsNoR: I wished to have that clarified and put on the record.

The CHAIRMAN: I think that has been a feature of each one of these bills
which have been passed. Does that satisfy you, senator?

Senator ISNOR: Yes.

The CHAIRMAN: Shall section 4 carry?

Hon. SENATORS: Carried. ‘

The CHAIRMAN: It is carried. Section 5, temporary loans. Shall section 5
carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Section 6, guarantee, form and terms, guaran-
tees may be general or separate. Shall section 6 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Section 7, deposit of proceeds of sale, etc., of
securities. Shall section 7 carry?

Hon. SENATORS: Carried.
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The CHAIRMAN:

carry?

Hon. SENATORS:
The CHAIRMAN:
Hon. SENATORS:
The CHAIRMAN:
Hon. SENATORS:
The CHAIRMAN:
Hon. SENATORS:
The CHAIRMAN:

STANDING COMMITTEE
It is carried. Section 8, report to Parliament. Shall section 8

Carried.

It is carried. Shall the preamble carry?

Carried.

It is carried. Shall the title carry?

Carried.

Carried. Shall I report the bill without amendment?
Agreed.

It is agreed. Is there a motion to adjourn.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday, May
10, 1966:

“Pursuant to the Order of the Day, the Senate resumed the debate on the
motion of the Honourable Senator Deschatelets, P.C., seconded by the Honour-
able Senator Hays, P.C., for the second reading of the Bill C-153, intituled:
“An Act to amend the Aeronautics Act”.

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

The Bill was then read the second time.

The Honourable Senator Connolly, P.C., for the Honourable Senator Des-
chatelets, P.C., moved, seconded by the Honourable Senator Hays, P.C., that the
Bill be referred to the Standing Committee on Transport and Communications.

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
WEDNESDAY, May 11, 1966.

Pursuant to adjournment and notice the Standing Committee on Transport
and Communications met this day at 11.00 a.m.

~ Present: The Honourable Senators Aird, Beaubien (Provehcher), Fourniei'
(Madawaska-Restigouche), Gershaw, Haig, Hays, Hollett, Lang, McDonald,
Molson, Rattenbury, Thorvaldson and Willis.

In attendance: Mr. E. Russell Hopkins, Senate Law Clerk and Parliamen-
tary Counsel.

In the absence of the Chairman and on motion of the Honourable Senator
Beaubien (Provencher), the Honourable Senator Molson was elected Acting
Chairman.

Bill C-153, “An Act to amend the Aeronautics Act”, was read and consid-
ered clause by clause.

On motion of the Honourable Senator Haig, it was resolved to report
recommending that authority be granted for the printing of 800 copies in
English and 300 copies in French of the proceedings on the said Bill.

The following were heard:

For the Dept. of Transport: Mr. J. R. Baldwin, Deputy Minister; Mr.
Jacques Fortier, Director of Legal Services; Mr. M. M. Fleming, Air Services
Branch.

For certain international airlines: Mr. Murray E. Corlett, Q.C., Ottawa.

On motion of the Honourable Senator Thorvaldson, a brief submitted by
Mr. Corlett was ordered to be printed as an appendix to these proceedings.

On motion duly put it was resolved to report the Bill without any
amendment.

At 12.10 p.m. the Committee adjourned to the call of the Chairman.
Attest.

John A. Hinds,
Assistant Chief Clerk of Committees.
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- REPORTS OF THE COMMITTEE
‘WEDNESDAY, May 11, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill C-153, intituled: “An Act to amend the Aeronautics Act”,
reports as follows:

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

" All which is respectfully submitted.

H. de M Molson,
Acting Chairman.

The Standing Committee on Transport and Communications to which was
referred the Bill C-153, intituled: “An Act to amend the Aeronautics Act”, has
in obedience to the order of reference of May 10th, 1966, examined the said Bill
and now reports the same without any amendment.

All which is respectfully submitted.

H. de M. Molson,
Acting Chairman.
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THE SENATE

THE STANDING COMMITTEE ON TRANSPORT AND
COMMUNICATIONS

EVIDENCE
OTTAWA, Wednesday, May 11, 1966.

The Standing Committee on Transport and Communications to which was
referred Bill C-153, to amend the Aeronautics Act, met this day at 11 a.m.

Senator HARTLAND DE M. MoLsON, Acting Chairman, in the Chair.

The AcTiNG CHATRMAN: Honourable senators, we have before us Bill C-153,
to amend the Aeronautics Act, and we have appearing before us witnesses from
the Department of Transport, and also Mr. M. E. Corlett, Q.C., representing
certain international airlines.

If it is your pleasure, I suggest that we ask the Deputy Minister of
Transport, Mr. J. R. Baldwin, to go over the bill and perhaps when we come to
any clause where there is any contention, we could then pause at that point and
hear what is to be said, if in fact there is any opposition. Does that meet with
your approval?

Hon. SENATORS: Agreed.

The Acting CHAIRMAN: We should have the usual motion to authorize the
reporting and printing of the proceedings.

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

The committee agreed to report recommending authority be granted
for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the bill.

The ActiNng CHAIRMAN: We also have with us Mr. Jacques Fortier, Director
of Legal Services, and Mr. M. M. Fleming and Mr. T. McGrath of the Air
Services Branch, Department of Transport.

J. R. Baldwin, Deputy Minister of Transport: Mr. Chairman and honourable
senators, the bill itself does not have any one single theme. There are a series of
proposed amendments which deal with several subjects, and perhaps the best
thing would be to mention the principal subjects in the order in which they are
dealt with in the bill, and then revert to the clauses in the order of presentation.

One of the subjects is a section in the Aeronautics Act regarding the
charges which may be made for the use or provision of the facilities which are
required for the operation of aircraft. There are charges for this use presently
in existence which have been made under the Financial Administration Act and
which are adjusted from time to time by the Governor in Council.

There is a wide variety of different types of charges, such as landing fees,
terminal use fees, and so on. When we had a problem regarding a proposed
trans-Atlantic service charge some years ago, an idea which has subsequently
been dropped, the Department of Justice advised us that they felt that in the
long run we would be better advised to have a section granting the authority
for the making of charges placed in the Aeronautics Act, rather than continuing
to rely on the Financial Administration Act. It is in consequence of this
suggestion that the proposed amendment is now included in this bill.
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The amendment takes two forms. The first is the provision that a charge
may be made for actual use of a facility by an aircraft—that is a specific use
that can be traced in time and in the phys1ca1 sense. An airport landing fee is
the easy example to give.

The second is a provision that a charge may be made for availability of
facilities or service in a general sense which would apply in those instances
where we cannot prove or demonstrate actual use, yet we know the facility has
to be provided and is used by the airlines.

This latter is not a new concept in any sense of the word. There are charges
of this sort in existence in other countries, and it is the sort of charge that has
been envisaged by the International Civil Aviation Organization in its discus-
sions on charges. The best example I can give of the type of thing we have in
mind is that a specific type of radio aid or navigation ground aid might be
required by general aviation. It might be of a nature which we, or the
Government—the Treasury Board—decided should be put on a user charge basis.
But it is automatic in its working, so we would have no particular knowledge as
to whether Air Canada or Canadian Pacific or the Timothy Eaton Company
executive jet, or any other plane, was using that facility or that set of facilities
on a given flight or a given day, because it works automatically from the
system. Therefore we need to have the right to make a charge, based on the
availability of facilities.

These are the two basic concepts; user charges, directly related to proven
use, and charges where a service is provided on an availability basis—where we
know it is used but cannot measure it.

It would be our intent under this provision to transfer, in due course, the
present charges that are presently set up by order in council under the
Financial Administration Act to the provisions of the Aeronautics Act, if these
are passed. We do not contemplate at the present time any new or radical
changes in the system of charges.

The next principal section in the bill is a series of technical clauses, which I
will not explain in detail at this time, because I think that the answers can more
easily be given by technical staff when the clauses are considered in detail.
They relate to matters of air safety in certain new areas where we have found it
necessary to seek specific jurisdiction in regard to technical regulation and air
safety—with one possible exception, that is, section 2(1)(k), which relates to
maximum working hours for air crew. This is not new. It is a transfer from
Part II to Part I of the act. The reason is that this clause, which was originally
included in the act some years ago, possibly through error, was put in Part II,
which is the section dealing with the Air Transport Board and economic
regulation. In fact, the regulatory aspects of air crew working hours are a safety
measure, so far as the department’s jurisdiction is concerned. This amendment
transfers the clause from Part II to where it properly should be, Part I, which
deals with technical and safety matters.

There are certain provisions spread in two or three clauses which deal with
boards of inquiry to investigate accidents. I think the necessity for this is
obvious. We have had boards of inquiry, and we have regulations dealing with
that now. These have been made in the form of regulations under the broad
powers of the Aeronautics Act.

Here again, the Department of Justice advised us some time ago that
because of the importance of the subject matter we should make specific
reference to these powers in regard to accident investigation in the act itself,
and there are a series of clauses dealing with that.

A number of the amendments deal with the powers of the Air Transport
Board. The principal items I should mention in this connection are, first, that
there is a proposed increase in the size of the Air Transport Board from three
members to five members, to take care of the increasing volume of work.
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The second is a change in regard to the appeal procedures that presently
exist in the act. The present procedures have certain anomalies in them which
have been recognized for some time. When the Air Transport Board grants a
licence for a new air service, the granting of licence must be subject to the
approval of the minister even though subsequent amendments by the board to
that licence, which may change it in major fashion, do not require ministerial
approval. In addition, there has been a right of appeal to the minister by a
person denied a licence by the Air Transport Board or who as a licence holder
has had a sanction imposed upon him.

The inconsistency is that the right of appeal existed only for those persons
who were denied certain things or had a sanction imposed upon them. Other
interested parties to a case felt their right of appeal was being overlooked, and
in fact it was not possible for them to appeal under the act.

The basic change is a removal of the requirement that an initial licence
granted by the board must have the approval of the minister so that the board’s
jurisdiction is clear cut in regard both to initiating action in granting licences
and the broadening of appeal so that any interested party who is involved in a
board decision may have the right of appeal.

Mr. Chairman, I think those are the principal clauses. I believe there are
one or two lesser ones I have not commented on which perhaps could be dealt
with seriatim, if that would be satisfactory.

The Acting CHAIRMAN: Yes, thank you, Mr. Baldwin. If that meets with
approval, we might return to clause 1 of the bill and consider that. As we
mentioned, Mr. Corlett is appearing for five international airlines, and has
expressed an interest in section 1 of the bill. Would it perhaps be your pleasure
to hear him at this point?

Hon. SENATORS: Agreed.

Mr. M. E. CorLETT, Q.C.: Mr. Chairman and honourable senators, my name
is Corlett, and I am a colleague of Mr. Gordon Maclaren, Q.C., who is sitting
beside me. This is a joint effort on our part, although I have been elected to be
the spokesman. We are a law firm in Ottawa, and with reference to Bill C-153
we are acting for five international airlines: Pan .American World Airways,
Trans World Airlines Incorporated, an American airline; KLM-Royal Dutch
Airlines; SAS, which is the Scandinavian Airlines System, and Irish Interna-
tional Air Lines.

Our interest relates only to clause 1 of the bill, in which it is proposed to
add a new section to the Aeronautics Act, namely section 3A. This matter, of
course, has been before Parliament off and on over the past few years. There
was a Bill C-117, which was an amendment to the Aeronautics Act, introduced
in the House of Commons in December, 1963, but because of opposition that
developed and perhaps for other reasons, the bill, as far as I remember, never
reached the Senate.

In fairness, I must say that our clients will readily admit that the present
version of section 3A contained in this bill, C-153, from their point of view, is
infinitely preferable to what appeared in the earlier bill two or three years ago.

The purpose of section 3A is to provide statutory authority for the
imposition of charges which would be paid by airlines, both domestic and
international, which use facilities provided by the Department of Transport and
also facilities which are available. This availability feature, of course, has been a
sore point in the past with the international airlines, because it was felt they
might be charged for services which, although technically available, they might
not necessarily need, because this is a fast-moving industry from the tech-
nological point of view.

However, in paragraph (b) of section 3A in the bill before you this
morning it will be noted that this right to levy an availability charge is
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restricted to flights within Canada. The minister, when piloting this bill through
the House of Commons, was not crystal clear as to what he had in mind by a
flight within Canada, at least it would appear so from a perusal of Hansard.
However, I am assuming—and I presume the Department of Transport officials
will correct us if we are wrong in this respect—that this contemplates a charge
with reference to an international air flight which might fly at one point of time
over the territorial jurisdiction of Canada but the plane would not land within
Canadian territory.

However, as far as paragraph (b) is concerned, our clients cannot have any
objection to it—this is the availability charge—in its present form because
Canada has the right legally to impose a charge of this kind. This was a major
change that appeared in this bill, and this will be satisfactory to our clients.

Turning now to paragraph (a) of proposed section 3A, it will be noted it is
broken down into two parts, and the criterion used in paragraph (a), as far as
imposition charges are concerned, is not on availability of service but use of
service by a particular aircraft. So I suppose the relationship between the
Department of Transport and the company owning a particular aircraft that
requires certain information or services provided by the Department of Trans-
port would be based on the law of contract. There again, of course, there
cannot be any dispute as to the right of Parliament to impose a charge of this
kind.

However, it will be noted in connection with paragraph (a) that the user
charge is not restricted to flights within Canada. This raises a reservation which
is mentioned in the memorandum which, at the request of Senator Hugessen,
we brought with us—and I believe copies have been distributed for you. But
what is to happen with reference to a user charge imposed by the Department
of Transport with reference to an international flight that will not touch down
on Canadian territory, but which might be several hundreds of miles from
Canadian shores? I am thinking particularly of the North Atlantic, where as a
result of arrangements entered into in the late forties as a result of the Dublin
Conference of ICAO, the International Civil Aviation Organization, Canada
voluntarily assumed jurisdiction over what would be roughly the northwest
quadrant of the North Atlantic as far as facilities in connection with trans-
Atlantic air traffic was concerned.

I raise this question as to whether the Government, through the Depart-
ment of Transport, intends to impose a user charge, for the sake of argument,
on Pan American planes flying from London to New York that at no time would
be nearer than, say, 100 miles to the Canadian shore, because as we see it this
problem is really a world-wide one. You as legislators are looking at it from the
point of view of Canada, but other countries might deal with the matter in the
same way. From the point of view of international airlines, this might cause
difficulties and confusion, and for that reason I suppose you have a very good
reason why the International Civil Aviation Organization was created as an
agency of the United Nations arising from the Chicago Treaty of 1944.

This matter of user charges with relation to aircraft while operating over
the high seas was the subject of an international conference under the
sponsorship of ICAO in 1958, and I suppose that being an international agency
things move slowly, but the point is that this matter is now to be the subject, as
I understand it, of a major ICAO conference to be called the Charges
Conference. I understand that provision for it has been provided for in the 1966
estimates of ICAO, but for one reason or another it is not likely that a
conference to deal with this problem, user charges while operating over the high
seas, will take place until early 1967. It would seem in this type of case that this
is a problem that can better be solved internationally or under the auspices of
an international agency such as ICAO, to which Canada has contributed a great
deal and of which it is an important member.
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I am speaking only of user charges that might be imposed against aircraft
with reference to flights over the high seas and not charges for flights over
Canada. Our clients’ view is that it might be better for the Canadian Govern-
ment, and through it Parliament, to delay dealing with the right to impose a
user charge with reference to flights over the high seas until after this major
ICAO 1967 conference is held. That is what prompted us to suggest a slight
amendment in the wording of paragraph (a) (i) of the proposed section 3A. Our
amendment would have the effect of restricting the right to impose a user
charge against aircraft while the aircraft is operating within the territorial
jurisdiction of Canada.

As an alternative, and quite conceivably, the Government might say, “We
have no intention of doing this,” and Parliament might say that the Government
is correct. But I hope I have indicated to you the problem that is facing the
international airlines. Supposing the Canadian Government, acting under the
authority of new section 3A (a), imposes unilaterally user charges against a
foreign aircraft while operating beyond the territorial jurisdiction of Canada,
and then the ICAO conference next year comes up with some different form of
solution. I would like to pose certain questions, which I presume the Depart-
ment of Transport officials here today could answer, and I think it would be in
the public interest that they do so.

Firstly, assuming that section 3A is enacted in its present form, does the
Canadian Government propose to impose charges for the use of facilities only
by aircraft while outside Canadian territorial jurisdiction? That will be my first
question.

My second question would only require an answer if the first question is
answered in the affirmative. Would such action on the part of the Canadian
Government be consistent with a possible ICAO solution to this problem of user
charges to be imposed against aircraft while flying over the high seas?

The third question would be: Would such user charges be imposed before
ICAO has taken a definite position on this particular point, presumably as a
result of the 1967 ICAO charges conference which is now on the agenda?

So much for that point. The only other observation we have, and it is
contained in the memorandum and I will not detain the committee at any
length on it because it is a matter that has come up before: the proposed section
3A indicates that the Governor in Council will have the right to impose user
charges. The Honourable Mr. Turner, when speaking to this bill on second
reading in the House of Commons on March 31, indicated that in his judgment
this was not a form of tax. It had been alleged by some member or members
that, in effect, you are permitting, as a result of the wording used in the
proposed section 3A, the right of the executive to impose taxes by order in
council. The minister said, no, that he did not think it was, that a charge of this
kind would not be a form of tax.

From the point of view of our clients, we would take the position that it
would be a form of tax, because of the element of compulsion.

To take up that assertion, I would refer the committee—and we mention it
in our written submission—to the recent publication prepared by the Canadian
Tax Foundation at the request of the Canadian Tax Structure Committee of the
federal and provincial governments, entitled, “Occupancy of tax fields in
Canada.” On page 2 the author gives what admittedly she says is a rule of
thumb definition, but she considers it to be adequate as to what is a tax. She
says:

—the element of compulsion seems to provide as useful a rule of
thumb as any as to what is a tax—

: -For that reason, we would take the position, from the point of view of the
airlines, that the imposition of a charge, whether it be an availability charge or
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user charge, would represent a form of tax. That being so, as we have indicated
in our submission, we refer this committee back to the debates that occurred in
the 1959 session of Parliament when the export tax on electricity was being
transferred from a special statute, the Export of Electricity Act, to the Excise
Tax Act. Up until 1959, for years the Governor in Council was given the right
to impose the tax up to a certain maximum. In this case, of course, there is no
maximum. The legislators, both in the other place and in the Senate, took a
very strong view on the matter at that time, and we make mention of that in
our submission. To be fair, it is true that the Honourable Mr. Turner, in the
house, did indicate on March 31:
I can assure the honourable member that these charges will not be
imposed without consultation with the air lines concerned and we have
already given them our undertaking that the charges will be reasonable.

On behalf of our clients, I would like the Department of Transport officials
here today to affirm that understanding of the minister which he gave in the
House of Commons, at page 3669 of Hansard for March 31 last.

Mr. Chairman, I think those are the views we wish to present to the
committee on the part of our clients, namely, the five international airlines.

The CHAIRMAN: Thank you, Mr. Corlett. Honourable senators, first, do you
wish to have this memorandum printed as an appendix to the proceedings?

Senator THORVALDSON: I so move.
Senator HA1G: I second the motion.

(See appendix to today’s proceedings).

The CHAIRMAN: Perhaps you should return at this point, Mr. Baldwin, and
deal with clause 1, about which apparently there is a little controversy.

Senator THORVALDSON: Mr. Chairman, may I ask Mr. Baldwin a question
first? Mr. Corlett, suggested that paragraph 3(a) gave the minister a right to
make a charge against an airline even if the flight were not over Canada—the
flight might be 100 miles away from Canada, above the ocean. Does this
paragraph, in your opinion, give such a power to the minister?

Mr. BALpwIN: Yes; and we are making such charges now and the airlines
are not objecting.

Senator THORVALDSON: What is the purpose of that charge?

Mr. BarpwiIN: If I might go back for a moment, I think Mr. Corlett has
placed his questions in a very fair manner. I think I can satisfy him with the
answers, and in so doing answer the question you have raised, sir. We have, I
suppose, 18 to 20 international airlines operating into Canada, most of which
also operate in areas contiguous to Canada where they may make use of some of
our air traffic control and other facilities. They are “in range”, so to speak.
There are a number of airlines that operate in this contiguous sense and also
pass through our air space without actually landing in Canada. Some 15 to 18
airlines actually serving Canada have not seen fit to raise any opposition to this
amendment. Of the five which Mr. Corlett mentioned I think two do serve
Canada and three do not, although they operate contiguous to Canada in
crossing the Atlantic.

We had discussed these questions with the International Air Transport
Association which represents international airlines, and as Mr. Corlett indicated,
made some adjustments in paragraph (b) because of what we felt were
legitimate fears on their part, and they have expressed themselves as satisfied.

To give a specific example of how this would work, perhaps I could refer to
what is now known as our telecommunications charge. We maintain as part of
the general network of aviation support which includes air traffic control,
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weather meteorological services for flying, and radio aids, a very extensive
communications network composed of a wide variety of different types of
teletype circuitry, land lines, and microwave, that crosses the whole of Canada
and has international connections to the United States, across the Atlantic and
the North and South Pacific. This network upon occasion is very useful to an
aircraft when it is flying in the air for the purpose of conveying some message
relating to operation—not a message that is part of our responsibility but
basically a company message, which may be, for instance, between dispatchers.

We established the principle some time ago of a charge system so that if an
airline asks to send a message over our network we make a charge which we
think is reasonable relating to the cost. This charge may apply on a domestic
flight or an international flight.

The charge on the North Atlantic is $20 if an airline wishes to make use of
this message movement service. The aircraft may be moving from Montreal to
Paris, from Toronto to London, from Vancouver to Amsterdam—it does not
matter; if they call on our facilities to send a message we impose this charge.

Equally, we have been imposing a charge—and so far as we are aware there
have not been airline objections—if an aircraft, let us say coming from New
York to London and passing along the Canadian coastal area, even though not
in Canadian air space, says, “We would like you to transmit the following
message.”

Senator RATTENBURY: What is the basis of the charge?

Mr. Barpwin: We do not feel really that there should be any
discrimination, let us say, between a B.O.A.C. flight going from Toronto to
London, or going from New York to London. If they demand the same specific
service, we feel we should make the same charge; otherwise we would be
imposing a charge on those airlines serving Canada which we were not
imposing on airlines not serving Canada.

Senator THORVALDSON: Is it standard practice internationally to have simi-
lar legislation?

Mr. BALDWIN: There is a wide variety of service charges in existence all
over the world, and they are related either to the facility concept that I have
described as applicable to paragraph (b) or the type of thing we are now
talking about. We feel we should have the right to impose reasonable user
charges where there is clear evidence of specific use of a facility provided by
the Canadian Government or the Canadian taxpayer in a non-discriminatory
fashion, without making any distinction between airlines using it.

We would not act in a manner that was inconsistent with anything that
might be decided by the International Civil Aviation Organization. It is our
basic policy to act in accordance with the general position taken by that
organization. We do not contemplate at the present time any new type of user
charges applicable in the North Atlantic within the context of this new
legislation. However, one cannot give any commitment as to the position at
some date in the future. All I can say for the moment is that there is no new
action contemplated, and if we should by any chance find something that we are
doing which is inconsistent with the broad international position taken by the
international organization, I feel sure we would try to reconcile the position,
because this has been our basic policy in regard to that organization since its
inception.

That I think answers the first part of the point raised by Mr. Corlett. Now,
I am not an expert on tax law, and perhaps Mr. Fortier could comment on that.

The CHAIRMAN: Mr. Corlett, that appears to answer your three questions.
Are you satisfied with your answers?
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Mr. CorLETT: Yes, Mr. Chairman, I feel that Mr. Baldwin has satisfactorily
answered the first three questions. There was a fourth question relating to what
the Honourable Mr. Turner said in the house that the Government had given
assurances concerning any new types of charges to be imposed in the future. I
presume there would be consultation with the airlines?

Mr. BaLpwiN: That has been our standard practice in this matter; and
again, we assured the International Air Transport Association in writing that
we intended to continue this practice when the clause was under discussion.

Senator THORVALDSON: In other words, Mr. Baldwin, you must be in
communication with those countries, and there must be some kind of a
contractual relationship established as a result of this section. Would that be
accurate?

Mr. BALDWIN: Yes, but since this clause has been under discussion for quite
some time we have given a written commitment, which is in accordance with
the procedure we follow anyway, to the Secretary General of the International
Air Transport Association that any new regulations considering new types of
charges that will be breaking new ground under this legislation will be a matter
of discussion with them before any recommendation is made to the Govern-
ment. ]

Senator LaANnG: Mr. Baldwin, I assume these principles do not apply to
marine aids. Does shipping pay user charges on calls?

Mr. BALpwiIN: In certain circumstances, yes. There is a more complicated
situation which applies to marine communications, but there are circumstances
in which the marine user turning to the use of Department of Transport marine
communications facilities for specific purposes, pays a fee.

Senator RATTENBURY: For aids to navigation?

Mr. BALpbwiIN: No, this applies to the forwarding of messages.

Senator LANG: Are we concerned with aids to navigation in connection with
the word “facility”?

Mr. BALpwIN: We may in the long run, but this might be more appropriate
under clause (b) than under clause (a).

The AcTtingG CHAIRMAN: Would you like Mr. Fortier to deal with the tax
aspects?

Mr. BaALpwin: Yes, I would prefer that, sir.

Mr. Jacques Fortier, Director of Legal Services, Department of Transport:
Mr. Chairman and honourable senators, the second point that was raised by Mr.
Corlett in his brief refers to the question as to whether these charges constitute
a tax. He states in his memorandum:
Undoubtedly, it will have to be admitted that such a user charge will
represent a form of a tax imposed against the owner of the said aircraft.

I would submit, Mr. Chairman, that it is irrelevant whether these charges
contemplated under section 3A constitute a tax. The section authorizes the
Governor-in-Council to provide services and facilities, and to make charges,
and the question of whether it is a tax is of absolutely no importance.
It is admitted that Parliament has full authority to provide as is contem-
plated in section 3A, and Mr. Corlett says so in his memorandum where he says:
It is recognized that such delegation is within the powers of Par-
liament. ..

In this connection I should like to point out that in the Financial Administration
Act, section 18 authorizes the Governor-in-Council to impose charges for the
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provision of such services. This section in the bill before us has the general
purpose as section 18 of the Financial Administration Act.

- In addition, Mr. Chairman, I might point out that if we were to follow the
suggestion of Mr. Corlett, it would mean that every time we wished to impose a
charge for these services or facilities we would have to go to Parliament. The
charges that are contemplated are very numerous, and from time to time we
may have to reduce them. As a matter of fact, the charges which now exist have
to be amended from time to time, and if we were to follow Mr. Corlett’s
suggestion it would means that every time a revision or an amendment was
required we would have to go to Parliament, and this would create an
impossible situation.

Senator HAIG: In connection with what Mr. Baldwin said, you charge each
airline a certain percentage in accordance with space qualifications in regard to
ticketing, freight charges, and so on in air terminals. Is that based on an
average fee, or is it just whatever the traffic will bear in the air terminal?

Mr. BaLpwiN: I am not quite sure to which particular charge you are
referring. We have, as you said, a huge schedule of charges. Our revenues from
airport operations generally are in the neighborhcod of $25 million a year, and
we are coming very close to meeting our operating costs. At airports one of the
charges is the landing fee, and this relates to the size of the aircraft and the
nature of the flight.

We charge also a rent for space in airport buildings. This, again, depends
upon the value of the space, some of our floor space being more valuable than
other space.

We have a common user charge which is related to the number of times an
aircraft comes to the building. This may be the type of thing you are thinking
of. This is intended to recover the costs of certain common user space which
cannot be identified as related to the use of one particular airline. They all use
it generally. Therefore, we impose a fee on them related to the number of times
they pull an aircraft up to the building. It is on a percentage basis related to the
recovery of the costs.

Senator HAig: What is the reason for charging ten cents to go onto the
observation platform at an air terminal?

Mr. BaLpwin: I think this is worth over $50,000 a year to the general
income. It is one of the established ways of raising money that we have
employed. The revenue is surprisingly large, and we have not had much
objection to it, although we have had some.

Senator RATTENBURY: I think it is more or less a form of nuisance.

Senator Ha1G: For $50,000 a year it is a darned good nuisance.

Senator McDonALD: Mr. Baldwin, you mentioned that the revenues were
about $25 million.

Mr. BALDWIN: They are close to that figure. I do not have up-to-date
figures with me, but for the fiscal year 1965 they were $22.5 million, and they
have been going up steadily.

Senator McDonALD: And this is close to your capital costs?

Mr. BALpbwiN: The operating costs. That does not include depreciation, mind
you.

Senator McDoNALD: You have no revenues to offset the capital costs?

Mr. BALpwiN: We do keep an accounting for each airport on a full accrual
basis. I do not have it with me at the moment. The initial target we set for
ourselves was to try to cover operating costs. It has been a long uphill fight, but
we are getting there.
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The AcTinG CHAIRMAN: On the accrual basis I assume it is entirely in red
ink?

Mr. BALpwiIN: Yes, although one or two of the larger airports are covering
their depreciation now, but not the interest on the depreciation.

Senator RATTENBURY: Do these charges stand even though the Department
of Transport does not operate the air terminal? I am thinking of the case of
municipally-owned terminals.

Mr. BALpwiIN: Yes, but not by complusion on our part, but because it is the
custom of municipally-owned airports to follow our scale.

Senator RATTENBURY: You would not allow them to get too far out of line?

Mr. BaLpwiN: I think the answer is that as yet they have never shown any
indication of doing so. Usually they have used our charges as the norm.

The ActiNG CHAIRMAN: Mr. Corlett, with regard to Mr. Fortier’s explana-
tion, would you agree that in view of the undertaking that has been given by
the department with respect to the imposition of new fees, that perhaps his
point is well taken? That is, with respect to your allegation that it is a tax?

Mr. CorrLETT: I did not hear your last sentence, senator.

The AcTiNG CHAIRMAN: In view of the undertaking given by the depart-
ment that no new type of charge is to be made, and that these charges will be
consistent with those of any ICAO solution that is subsequently reached, would
you agree that his view that the question of whether this is a tax or a charge is
irrelevant at this point?

Mr. CorLETT: I would certainly agree that our first question was by far the
more important, but since we were committed to make a presentation we felt
that we should also give our observations on this other point. If we had a choice
we would take the solution to the first problem as against one to the second.

The AcTING CHAIRMAN: Thank you. On behalf of the committee I thank
you for having come here this morning and giving us your views.

Are there any other questions with respect to clause 1? Shall clause 1
carry?

Hon. SENATORS: Carried.

The Actincg CHAIRMAN: We come now to clause 2. This, as Mr. Baldwin said,
is a mixture of a variety of principles, the first one being the hours of work. I
wonder if you would care to go over this, Mr. Baldwin?

Mr. BaLpwinN: Mr. Fleming, the Superintendent of Air Regulations is
present, and he will deal with this.

Mr. M. M. Fleming, Superintendent, Air Regulations Branch, Depariment of
Transport: Mr. Chairman and honourable senators, subparagraph (k) reads:
the maximum hours of work and other working conditions for pilots,
co-pilots, navigators, and flight engineers—

As Mr. Baldwin indicated earlier I think this is merely a transfer of the powers
of Part II of the act to get Part I, and it is intended to be used only in ensuring
the safety of flight. In other words, the social conditions of the employment of
air crew are not intended to be considered in administering this proposed
clause. It is only to control the hours of work as they affect the fatigue of flight
crews. It has been our experience—and not enough is yet known about this,
perhaps—that about 120 hours of flying per month is the maximum that should
be contemplated as consistent with an alert and safe pilot.

Senator HAlc: May I interrupt you for a moment? Have not these airline
pilots and air crew members union agreements with the airlines?
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Mr. FLEMING: Some of them have, but some of them have not. The major
Class 1 airlines do have, almost invariably, agreements with the pilots in which
the hours vary from 85 to 100 per month, depending upon whether it is a
domestic or intercity or long-haul operation. There are many operators of
aircraft on many airlines who do not enjoy the benefit of such agreements.

Senator Haic: Would this clause allow you to protect the ground crew and
people in the tower, and so on?

Mr. FLEMING: No, sir; flight crew only. We say:

—pilots, co-pilots, navigators and flight engineers employed by any
person operating a commercial air service—

These are all flight deck personnel.

Senator LANG: From a practical point of view, how is it enforced where
another country might take a different stance?

Mr. FLeminGg: This would be imposed on Canadian carriers, though we
would expect international carriers who are certificated in Canada for the
exercise of traffic rights into Canadian ports either to comply with the rules set
up under this clause or else an equivalent clause set up by the state of registry.
In other words, if we found a foreign airline operating crews at 160 hours a
month and they were licensed by the Air Transport Board and certificated by
the department for the purpose of carrying Canadian traffic, we would certainly
intercede.

Senator THORVALDSON: This subject of the hours of pilots and people like
that, is it one which is discussed at meetings of the international organization?

Mr. FLEMING: Yes, senators. However, to date the problem has been so
complex, there are so many situations which must be controlled, that the
International Civil Aviation Organization have not come up with standards of
their own, though they have indicated an intention to do so.

At the moment we have what amounts to recommended practices for
airlines, which we include in the operations manual or insist be included in the
operations manual of the carrier, which contains their own instructions to their
own personnel. But this would be very hard to enforce.

Senator THORVALDSON: The government of the United States, or whatever
legislative authority has similar jurisdiction to your department, do they deal
with this question of hours?

Mr. FLEMING: Yes, at the last count I think there were 14 countries which
had legislation of this kind, not necessarily in these precise terms.

Senator FOURNIER (Madawaska-Restigouche): Do the companies operating
charter flights come under these regulations?

Mr. FLEMING: Yes, sir.

The Actine CHAIRMAN: Are there any other questions? Do you wish any
discussion on paragraph (1)?

Senator McDonNALD: There is one question I would like to ask about
the 120 hours a month. Are there any restrictions as to how much flight
time a flight crew can put in in 24 hours?

Mr. FLEMING: Yes, I used 120 hours as being an indication of what we
consider to be the point beyond which it is perhaps unwise to go. There is a
daily, weekly, monthly, quarterly and yearly maximum.

Senator THORVALDSON: With regard to paragraph (1), what type of investi-
gations and reasons for them are contemplated under this paragraph? For
instance, if the Douglas Aircraft Company has a factory in Canada, it would be

subject to inspection by your department?
23703—2
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Mr. FLEMING: Basically, this would be to provide for the examination of
their quality control system and the inspection system that is being provided. I
think these are the two main things we are looking at.

The AcTING CHAIRMAN: Surely, the department goes into aircraft factories
today and carries out these inspections? Is there no authority for this at the
moment?

Mr. FLEMING: I am afraid not. However, there is a sort of “backdoor”
authority, in that we ultimately issue a type certificate for the aircraft, and we
can reserve the right not to issue this if we are not satisfied.

The AcTiNG CHAIRMAN: Paragraph (m)?

Senator HAIG: In connection with aircraft accidents, the investigation is
made by D.O.T. and the airline?

Mr. FLEMING: Customarily, the major airlines invariably conduct their own
investigation. They are not required to do so.

Senator HAIG: But, as a matter of practice, they do, do they not?

Mr. FLEMING: Yes, they do, but their investigation is independent of our
own, although the two crews might work very closely together.

The ActiNG CHAIRMAN: Paragraph (m)? Paragraph (n)? Paragraph (o)?
These are all safety matters. In the absence of any further questions, shall
clause 2 carry?

Hon. SENATORS: Carried.

Senator Ha1G: When has there been any case of obstruction or hindrance of
an investigation?

Mr. BALDWIN: There is a great tendency on the part of the public,
unwittingly perhaps, to pilfer.

Senator Ha1c: To steal?

Mr. BALDWIN: Yes.

The AcTiNG CHAIRMAN: In some instances you might be free to describe it
as looting.

Mr. BALpwiNn: Yes. This is in a major accident where some member of the
public might reach it before you have adequate security staff on the ground.

Senator THORVALDSON: With regard to a situation where a bad accident
occurs, is it the department or the airline that takes the major share of the
investigation?

Mr. BALDWIN: We consider the prime responsibility rests with the depart-
ment.

The Acting CHAIRMAN: Clause 3?

Mr. BaLpwiIN: This is all part of the same pattern of giving necessary
powers to establish boards of inquiry for the purposes of accident investigation.

The AcTtineg CHAIRMAN: The practice of establishing boards exists presently.
Is it not with regard to the payment of fees, and so on, that this has to do?

Mr. BALpwiIN: No, I think we are broadening the whole basis.

Mr. ForTIER: The reason we are putting it in the act, although it is already
in the regulations, is that we are under the advice of the officers of the
Department of Justice that, in order to compel witnesses to attend and in order
to be able to take depositions under oath, it is preferable to have something in
the act rather than just in the regulations.

The AcTiNG CHAIRMAN: Is that satisfactory?

Hon. SENATORS: That is satisfactory.

The AcTiNG CHAIRMAN: Shall clause 3 carry?
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Hon. SENATORS: Carried.

The AcTiNGg CHAIRMAN: Clause 4. The first amendment deals with increas-
ing the size of the Air Transport Board from three to not more than five
members.

Senator THORVALDSON: Who are the present members of the Air Transport
Board?

Mr. ForTiER: The Chairman, Mr. Gerard Morisset; the vice chairman, Mr.
John Belcher, and a third member, Mr. Russell Boucher.

Senator Harg: You have mentioned an increase in the work of the board. Is
there any reason for it, other than an increase in air traffic?

Mr. ForTiER: Commercial traffic, and I think you can say the same for
non-commercial traffic, is doubling in volume every four or five years. This
represents a fantastic rate of growth.

The AcTING CHAIRMAN: Shall clause 4 carry?

Hon. SENATORS: Carried.

The AcTiNG CHAIRMAN: Clause 5. Shall clause 5 carry?

Hon. SENATORS: Carried.

The AcTtiNG CHAIRMAN: Clause 6. What is the change here, Mr. Baldwin?

Mr. BALpwIN: One is a minor change in the clarification of the board’s
powers. They have been exercising powers along these lines generally since
1951. The balance of the change relates to a change in the appeal procedure I
described at the outset.

Senator HAic: As I read clause 4a, an applicant or an intervener who
receives or does not receive a licence from the board can go to the minister and
the minister makes the decision:

—the minister shall thereupon certify his opinion to the board and the
board shall comply therewith.

What is the use of having an appeal from the Transport Board?

Mr. BALDWIN: The appeal is from decisions of the board to the minister.

Senator HAIG: And what does the minister decide?

Mr. BaLbwiIN: He may overrule the board. This has been the practice
heretofore, though the number of cases where the minister has varied a board
decision would be extremely minute, a fraction of one per cent.

Senator THORVALDSON: I was going to suggest that I do not imagine a power
of this kind is used very frequently.

Mr. BaLpwin: That is correct.

The AcTiNG CHAIRMAN: Are there any other questions on clause 6? Shall
clause 6 carry?

Hon. SENATORS: Carried.

The Acting CHAIRMAN: Shall the preamble carry?
Hon. SENATORs: Carried.

The AcTiNG CHAIRMAN: Shall we report the bill back?
Hon. SENATORS: Carried.

The committee adjourned.
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APPENDIX

Brief presented by Mr. Murray E. Corlett, Q.C.
RE: BILL C-153—An Act to Amend the Aeronautics Act

We are acting for five international airlines who have a vital interest in
Section 1 of this Bill. The purpose of this Section 1 is to add a new Section 3A
to the Aeronautics Act.

The international airlines in question are:
(1) Pan American World Airways
(2) Trans World Airlines Inc. (TWA)
(3) KLM—Royal Dutch Airlines
(4) Scandinavian Airlines System (SAS)
(5) Irish International Air Lines

Bill C-153 is a government bill which has already been passed in the House
of Commons. The proposed Section 3A referred to in Section 1 of this Bill as
amended and passed by the House of Commons reads as follows:

“3A. The Governor in Council may make regulations

(a) prescribing charges for the use of
(i) any facility or service provided by or on behalf of the Minister
for or in respect of any aircraft, and
(ii) any facility or service not coming within subparagraph (i)
provided by or on behalf of the Minister at any airport, and
(b) imposing upon the owners or operators of aircraft, wherever resi-
dent, in respect of flights within Canada, charges for the availability
during such flights of any facility or service provided by or on behalf
of the Minister, and every charge so imposed constitutes a legal
obligation enforceable by Her Majesty by action in the Exchequer
Court of Canada.”

It will be noted that proposed Section 3A has been divided into paragraphs
(a) and (b). Paragraph (a) in turn has been broken down into subparagraphs
(i) and (ii). The purpose of this new Section is to empower the government to
levy charges against airline operators arising from the use of facilities main-
tained by the Department of Transport under paragraph (a) and arising from
the availability of services maintained by the same Department under para-
graph (b).

It will be remembered that the government introduced a somewhat similar
bill (C-117) in the House of Commons on December 3rd, 1963 but due to
opposition raised, it was never proceeded with beyond the House of Commons.

With reference to that part of proposed Section 3A contained in the current
bill relating to the imposition of charges based upon the criterion of availability
of services (paragraph (b)), it is satisfying to note, after comparing it with its
counterpart in the 1963 bill, that such charges are now restricted to flights
within Canada. No longer is it intended to impose an availability charge against
foreign aircraft when operating outside of the territorial jurisdiction of Canada.
Also, the right to resort to the use of the arbitrary writ of extent has been
dropped from the wording used in paragraph (b). These were objections raised
by our clients in 1963. Since they have now been removed from the wording
used in paragraph (b) of proposed Section 3A, our clients have no further
objections to raise concerning these points insofar as paragraph (b) is con-
cerned.
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Turning now to paragraph (a) of proposed Section 3A, its purpose is to
empower the government to prescribe charges against airline operators for
services rendered by the Department of Transport to aircraft which request the
information or service provided. This type of charge would be based upon
contract since the aircraft has requested the information or service. Similarly, in
the same paragraph (a), charges will be imposed for use of airports by any
aircraft, which airports are those maintained by the Department of Transport.
Here again, the charge is based upon the law of contract. Therefore, subject to
one reservation, no objection can be taken to the general intent expressed in
paragraph (a) of proposed Section 3A. The charges levied under paragraph (a)
will apply to both Canadian and foreign aircraft.

However, our reservation relating to the form of wording used in para-
graph (a) arises from the fact that, as presently worded, the paragraph could be
interpreted as permitting the imposition of charges for use of facilities by
aircraft while outside of the territorial jurisdiction of Canada. It admitted that
some method of providing for payment of facilities offered by national govern-
ments and enjoyed by aircraft while passing over the high seas will have to be
established but this is presently a world-wide problem which more logically
comes under the jurisdiction of the International Civil Aviation Organization
(ICAO) of which Canada is an important member.

It is submitted that it would not be in the interest of Canada as a member
of this international community if Canada were to impose user charges at this
time against aircraft while operating beyond Canadian territory in a manner
which might be inconsistent with an ICAO solution to this problem.

It is a fact that ICAO has not dealt with this specific issue since the time of
the 1958 En Route Charges Conference when certain very broad principles were
established. Because of a number of factors, including the economic health of
airlines, the continued growth of airline traffic and the increased expenses
incurred by national governments relating to the installation of facilities and
services for international aviation, the 1965 ICAO Assembly authorized the
convening of an ICAO Charges Conference. This proposed conference has been
budgeted for in the calendar year 1966, although present indications are that
it will not likely be convened until some time early in 1967.

Canada, along with a number of other governments, has been anxious to
have this proposed charges conference convened as early as possible since it is
hoped that, following its deliberations and decisions, agreement on principles
and even details will have been reached. This would then enable Canada and
other interested countries to institute a system of user charges covering
international flights over the high seas which will be consistent with interna-
tional principles established by ICAO.

It is understood that this view was expressed by the Canadian representa-

tive at the recently held ICAO Council meeting on this subject on January 17,
1966.

Since the ICAO Charges Conference will be held early in 1967 and in order
to assist in the formulation of acceptable international principles relating to the
imposition of user charges while aircraft are over the high seas, it is submitted
that subparagraph (i) of paragraph (a) of proposed Section 3A be qualified so
that it will read:

any facility or service provided in respect of flights within Canada,
by or on behalf of the Minister for or in respect of any aircraft, and—

Proposed Section 3A as it appears in Bill C-153 states that the Governor in
Council can, if it so desires, make regulations imposing a user charge upon the
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owners of foreign aircraft. Undoubtedly, it will have to be admitted that such a
user charge will represent a form of a tax imposed against the owner of the said
aircraft. As Section 3A has been drafted, Parliament has delegated the right to
impose a specific tax of this kind to the Governor in Council. It is recognized
that such delegation is within the powers of Parliament but at the same time, it
is submitted that much a method is contrary to good Parliamentary practice. A
good example of Parliament’s attitude towards this type of tax in recent years
can be demonstrated by looking at the case of the export duty on electricity
which was imposed until the 1963 Federal budget, when it was finally repealed.
For many years, the authority to levy an export duty on electricity was
established under the Electricity and Fluid Exportation Act, and later the
Exportation of Power and Fluids and Importation of Gas Act. Under both of
these statutes, it was enacted that the Governor in Council could make
regulations imposing export duties not exceeding $10 per horse power per
annum upon power exported from Canada. At this point, it will be observed
that in each of these two power statutes the delegation from Parliament to the
Executive of the right to impose a tax was granted but with the notable
exception that in these power statutes a maximum tax was established by
Parliament. In Section 3A of Bill C-153 there is not even a maximum rate
established in the bill itself. Then, as recently as 1959, the government of the
day decided as a matter of policy that the discretionary authority heretofore
given to the executive government to-establish an export duty on power within
a statutory maximum should be removed and the entire right restored to
Parliament. This was achieved by placing this power tax in the Excise Tax Act
(Section 8) where the exact rate of tax was spelt out in full. When dealing with
this change in the law, the then Minister of Finance said:

The feature of that existing law (Exportation of Power and Fluids
the Importation of Gas Act) which I must say I could not approve, is
that it gives power to the Governor in Council subject to a ceiling to
establish the rate of the tax...What we are doing is to make that a
statutory tax and to remove any power to establish the tax by Order-
in-Council . . . There is no change in the rate of tax.

Hansard House of Commons, May 19, 1959, Pg. 3820)

On the same point Senator Ross Macdonald said in the Senate:

Should we approve of taxation by order in council or should we
insist that taxation measures be approved or disapproved by Parliament?
That, in my opinion, is the whole issue here.

(Senate Hansard June 17, 1959, Pg. 839)

A user charge as provided for in Section 3A will clearly have a bearing
on the revenue of the Federal government and therefore would be a taxation
provision. This being so, it is submitted that better Parliamentary practice
requires that the imposition of such a tax should be established by Parliament
and not by order-in-council of the executive government.

Finally, it is submitted that such a user charge represents a form of tax
within the accepted principles of taxation. Recently, in December 1965, the
Canadian Tax Foundation published an authoritative study entitled ‘“Occupancy
of Tax Fields in Canada”. This study is significant since it was prepared at
the request of the Tax Structure Committee of the federal and provincial
governments for their use. At page 2 of this study, a comprehensive and simple
definition is given of what constitutes a tax. It states:

In this study any form of compulsory payment levied by government
was accepted as a tax, whether it was in the form of a premium, licence
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fee or other impost. This broad (and loose) definition of a tax is, of
course, open to debate. However, the element of compulsion seems to
provide as useful a rule of thumb as any as to what is a tax and it per-
mits a more complete listing of revenue.

It is our view that the user charge referred to in Section 3A of Bill C-153
falls clearly within this definition.

GORDON F. MACLAREN, Q.C.
MURRAY E. CORLETT, Q.C.

OTTAWA, Ontario.
April 27th, 1966. .
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ORDER OF REFERENCE

Extracts from the Minutes of the Proceedings of the Senate, Wednesday,
May 11, 1966: 7

“Pursuant to the Order of the Day, the Honourable Senator McDonald
moved, seconded by the Honourable Senator Davey, that the Bill S-32, in-
tituled: “An Act respecting Canadian Pacific Railway Company”, be read the
second time.

After debate, and—

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

The Bill was then read the second time.

The Honourable Senator McDonald moved, seconded by the Honourable
Senator Davey, that the Bill be referred to the Standing Committee on
Transport and Communications.

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

“Pursuant to the Order of the Day, the Honourable Senator Prowse moved,
seconded by the Honourable Senator McDonald, that the Bill S-34, intituled:
“An Act respecting Canadian Pacific Railway Company”, be read the second
time.

After debate, and—

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

The Bill was then read the second time.

The Honourable Senator Prowse moved, seconded by the Honourable
Senator McDonald, that the Bill be referred to the Standing Committee on
Transport and Communications.

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

J. F. MacNEILL,
Clerk of the Senate.
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REPORT OF THE COMMITTEE
THURSDAY, June 2, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill S-32, intituled: “An Act respecting Canadian Pacific Railway
Company”, has in obedience to the order of reference of May 11, 1966, examined
the said Bill and now reports the same without any amendment.

All which is respectfully submitted.

A. K. HUGESSEN,
Chairman.

REPORT OF THE COMMITTEE
THURSDAY June 2, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill S-32, intituled: “An Act respecting Canadian Pacific Railway
Company”, reports as follows:

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

All which is respectfully submitted.

A. K. HUGESSEN,
Chairman.

REPORT OF THE COMMITTEE
THURSDAY, June 2, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill S-34, intituled: “An Act respecting Canadian Pacific Railway
Company”, has in obedience to the order of reference of May 11, 1966, examined
the said Bill and now reports the same without any amendment.

All which is respectfully submitted.

A. K. HUGESSEN,
Chairman.

REPORT OF THE COMMITTEE
THURSDAY, June 2, 1966.

The Standing Committee on Transport and Communications to which was
referred the Bill S-34, intituled: “An Act respecting Canadian Pacific Railway
Company”’, reports as follows:

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

All which is respectfully submitted.

A. K. HUGESSEN,
Chairman.
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MINUTES OF PROCEEDINGS

THURSDAY, June 2, 1966.

Pursuant to adjournment notice the Standing Committee on Transport
and Communications met this day at 10.00 a.m.

Present: The Honourable Senators Hugessen (Chairman), Aird, Aseltine,
Baird, Beaubien (Provencher), Bourget, Brooks, Connolly (Halifax North),
Connolly (Ottawa West), Croll, Fournier (Mad.-Rest.), Gélinas, Gershaw, Haig,
Hays, Hollett, Isnor, Kinley, Lefrancois, McCutcheon, McDonald, Methot,
Pearson, Power, Quart, Rattenbury, Smith (Queens-Shelburne), Willis.—(27)

In attendance: Mr. E. Russel Hopkins, Senate Law Clerk and Parliamentary
Counsel.

Bill S-32, “An Act respecting Canadian Pacific Railway Company”, was
read and considered.

On motion of the Hon. Senator Aseltine, it was resolved to report recom-
mending that authority be granted for the printing of 800 copies in English and
300 copies in French of the proceedings on the said Bill.

The following were heard:

Mr. Gregory J. Gorman, counsel.

Mr. J. M. Roberts, Vice-President, Traffic, CPR.

Mr. J. C. Mills, General Manager, Saskatchewan Minerals, Sodium Sulphate
Division.

A plan of the approximate location of Ingebright Lake Branch, submitted
by Mr. Gorman, was ordered to be printed as Appendix A to these proceedings.

On motion of the Hon. Senator McCutcheon it was resolved to report the
Bill without any amendment.

Bill S-34, “An Act respecting Canadian Pacific Railway Company’”’, was
read and considered clause by clause.

On motion of the Hon. Senator Aseltine, it was resolved to report recom-

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

The following were heard:

Mr. Gregory J. Groman, counsel.

Mr. J. M. Roberts, Vice-President, Traffic, CPR

Mr. D. L. Bohannen, Vice-President, Canadian Superior Oil, Ltd.
Mr. C. A. Colpitts, Chief Engineer, CPR.

Mr. J. Cherrington, Assistant Regional Engineer, CPR.
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66 STANDING COMMITTEE

Mr. J. R. W. Sykes, Assistant General Manager, Marathon Realty Ltd.

Mr. W. J. Bagnall, Reeve, County of Mountain View No. 17, Didsbury,
Alberta. :

A plan of the approximate location of Didsbury Westerly Branch, submit-
ted by Mr. Gorman, was ordered to be printed as Appendix B to these
proceedings.

Two letters referred to in the brief submitted by Mr. Bagnall were ordered
to be printed as Appendix C to these proceedings.

Eighty letters, submitted by Mr. Bagnall, were ordered to be tabled.

On motion of the Hon. Senator Croll, it was resolved to report the Bill
without any amendment.

At 11.40 a.m. the Committee adjourned to the call of the Chairman.
Afctest.

John A. Hinds, Assistant
Chief Clerk of Committees.




THE SENATE

THE STANDING COMMITTEE ON TRANSPORT AND
COMMUNICATIONS

EVIDENCE
OtrTAWA, Thursday, June 2, 1966.

The Standing Committee on Transport and Communications, to which was
referred Bill S-32, respecting Canadian Pacific Railway Company, and Bill S-34,
respecting Canadian Pacific Railway Company, met this day at 10.15 a.m. to
give consideration to the bills.

Senator A. K. Hugessen in the Chair.

The CHAIRMAN: Honourable senators, as both of the bills before us are for
the construction of new lines I suggest there should be a Hansard report of our
proceedings.

Hon. SENATORS: Agreed.

The CHATRMAN: May I have the usual motion with respect to printing.

The committee agreed that a verbatim report be made of the
committee’s proceedings on the bills.

The committee agreed to report recommending authority be granted
for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the bills.

The CHAIRMAN: Bill S-32 is an act respecting Canadian Pacific Railway
Company, and its proponents are present. They are Mr. Gregory J. Gorman who
is the parliamentary agent, and the witnesses who are with him are Mr. J. M.
Roberts, Vice-President, Traffic, Canadian Pacific Railway Company; Mr. J. C.
Mills, Saskatchewan Minerals, Sodium Sulphate Division; Mr. C. A. Colpitts,
Chief Engineer, Canadian Pacific Railway Company; Mr. J. R. W. Sykes,
Assistant General Manager, Marathon Realty Limited; Mr. J. E. Paradis, who
has appeared before us before and who is the Senior Solicitor, Canadian Pacific
Railway Company; and Mr. R. J. Madge, Solicitor, Canadian Pacific Railway
Company.

This bill stands in the name of Senator A. Hamilton McDonald. Have you
anything you wish to add before we proceed, Senator McDonald?

Senator McDoNALD: No, Mr. Chairman. As you have indicated, the officials
are present, and if the committee has any questions then I think they should be
asked of the officials rather than myself. I have nothing to add.

The CrHAIRMAN: Which of the proponents wishes to speak to the bill? I
have a report from our legal counsel that the bill is in proper legal form and
that he has no suggestions.

Gregory J. Gorman, Parliamentary Agent and Counsel: Mr, Chairman and
honourable senators, the purpose of this bill is to authorize the construction
of an 11 mile branch line of the Canadian Pacific to serve the plant of
Saskatchewan Minerals Corporation. The branch line will be located on the
Canadian Pacific’s Burstall subdivision in the Province of Saskatchewan.

Your Chairman has given you the list of appearances, and I think it would
be most useful if, first of all, Mr. J. M. Roberts, Vice-President of Traffic of
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68 STANDING COMMITTEE

Canadian Pacific Railway Company, were to explain the general purposes of the
line of railway.

J. M. Roberts, Vice-President, Traffic, Canadian Pacific Railway Company:
Mr. Chairman and honourable senators, I am Vice-President of Traffic of the
Canadian Pacific Railway Company, and I am in my 44th year with the traffic
department.

The Canadian Pacific Railway has been associated with Saskatchewan
Minerals, Sodium Sulphate Division, since they commenced operations in
Chaplin in 1948, and we have also taken care of the transportation requirements
from Bishopric, which has operated since October 1958.

The Canadian production of sodium sulphate is marketed to the extent of
about two-thirds in Canada and one-third in the United States. Saskatchewan
Minerals Corporation supplies approx1mately 40 per cent of the Canadian
market.

In anticipation of the growing demand brought on by the expansion of the
wood pulp industry, Saskatchewan Minerals asked that we consider construc-
tion of a branch line to provide the necessary rail service, and we have
undertaken to do so, to their new plant, which is at Lake Ingebright.

This is the reason, honourable senators, that we are before you in connec-
tion with this bill covering the construction of the line which we have
undertaken to construct, providing of course the necessary authority is received
from Parliament.

That is all I have to say, Mr. Chairman, except that to the best of my
ability I shall be pleased to answer any questions anyone may wish to ask in
connection with traffic matters.

The CHAIRMAN: Mr. Roberts, as an easterner, may I ask where is Saskatch-
ewan Fox Valley situated?

Mr. RoBERTs: It is almost at the Saskatchewan-Alberta border. It is on a
private line that starts in Saskatchewan, runs through Alberta and ends at a
place in Saskatchewan called Fox Valley.

The CHATRMAN: I hope honourable senators have had an opportunity to see
the map which is before them. One reason I asked the question was that I was
anxious to know whether it is entirely CPR territory, or whether the CNR
runs through there, or whether there is any objection by the C.N.R.

Mr. RoBERTS: Well, it is in what one might call the “football” area on the
map. It is formed by our railway line which breaks off at Java and runs through
to Bassano, and in the south, Java again through Medicine Hat, also to Bassano.
It is right in the centre, sir.

Senator BURCHILL: I believe you mentioned the wood pulp and paper
industry, Mr. Roberts?

Mr. ROBERTS: Yes, senator.

Senator BUuRCHILL: To which particular mill do they propose to ship?

Mr. ROBERTS: There is the extension in British Columbia and Prince
George.

Senator BURCHILL: I am thinking of the middle west.

Mr. ROBERTS: Most of our production, and increased production we are glad
to say, is in Canada.

Senator BurcHILL: Will it be shipped to the coast?

Mr. RoBERTS: To the coast and to Eastern Canada, which they do now.

Mr. GoRMAN: Mr. J. C. Mills, General Manager of Saskatchewan Minerals,
Sodium Sulphate Division, is here and could provide details of the exact nature
of the product it markets, and other details of that nature.
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The CHAIRMAN: Unless there are further questions of Mr. Roberts, shall I
call on Mr. Mills? Thank you, Mr. Roberts.

Mr. John C. Mills, General Manager, Saskatchewan Minerals Corporation,
Sodium Sulphate Division: Mr. Chairman and honourable senators, Saskat-
chewan Minerals is a Crown Corporation operating sodium sulphate plants at
Bishopric and Chaplin, Saskatchewan. Sodium sulphate produced in Saskat-
chewan is sold primarily to the Kraft pulp industry in Canada and the United
States, and in smaller quantities to the glass and mineral feed industries.
Sodium sulphate is a relatively cheap commodity selling for slightly over %
cents per pound.

Saskatchewan producers do not yet produce a product of sufficient purity
that can find use in the synthetic detergent industry, but Saskatchewan
Minerals plans to have such a product available sometime later this year.

During 1964-65 Saskatchewan Minerals produced between 45 per cent and
50 per cent of all sodium sulphate produced in Canada. Our company exports
between 35 per cent and 50 per cent of our production to the United States and
in 1965 we exported 65 per cent of the total imports of sodium sulphate.

With the tremendous expansion in the Kraft pulp industry the demand for
sodium sulphate in Canada is expected to increase by 200,000 tons over the next
five years and our new installation near Fox Valley is being built to assure that
adequate supplies are available to meet this demand.

The demand for sodium sulphate will also increase in the United States, and
it is our intention to continue to improve our sales to that country. We are also
endeavouring to develop offshore markets in New Zealand, Australia and Japan.

Since late 1963 we have been overselling our annual harvest of raw
material from our lakes at Bishopric and Chaplin, and reserves stockpiled in
previous years have been used. Without the new installation we would be
forced to cut back on sales within the next 12 months.

The plant to be built at Ingerbright Lake near Fox Valley will cost
approximately $1.7 million and will have a productive capacity of 150,000 tons
per year. The deposit contains in excess of nine million tons of sodium sulphate.
Initially we must employ 24 to 30 people and the community will benefit from
an annual payroll of approximately $180,000. In addition to this contractors will
be used in the winter months to harvest and stockpile our raw materials.

This operation will cover a period of two months each winter and utilize
the services of 15 to 20 men. As production increases it will be necessary to
employ additional people.

The municipality will of course benefit from this project by way of grants
in lieu of taxes from our company and the village of Fox Valley will benefit by
way of taxes on employees’ housing. The village will also benefit later on as the
Valley and the residents of the village will have natural gas available for their
use.

I would like to say that we have had excellent co-operation from the
people in the district and also from both the village and municipal councils in
planning and proceeding with our project.

Due to our geographical location the nature of our product and the fact that
our markets are from 1,000 to 2,500 miles distant the most economical way of
transportation is by railroad and hence our request to the C.P.R. for a rail line to
link up with the existing line at Fox Valley.

We plan to have storage capacity of 11,500 tons for finished product and
cars will be loaded daily and scheduled according to customers’ requirements.

Without this line we would be forced to truck our material to Fox Valley
and the added cost could endanger our competition position in future markets.

We are satisfied with the arrangements made between our company and

the CPR,. and are fully in support of this application to Parliament for
construction of the proposed branch line.
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Senator CroLL: What does this mean? Can you relate it to dollars, both
production and export?

Mr. MiLLs: Our annual statement is public knowledge, senator. Our sales
last year amounted to over $2.5 million.

Senator CroLL: And exports?

Mr. MmLs: Exports last year amounted to over $1,100,000. This is our
business. There are additional sales made to the United States by other
companies.

Senator CroLL: What do you mean by other companies; do you mean
companies related to you?

Mr. MiLLs: No.

The CHAIRMAN: Are there any questions? Perhaps I should at this point
advise the committee of a letter I received from the counsel to the Department
of Transport, Mr. Fortier, whom you know. This refers both to this Bill S-32
and to the bill we have to consider next, S-34. I is addressed to Mr. Batt, Chief
Clerk of Committees, and reads:

I refer to private Bills S-32 and S-34, being acts respecting Canadian
Pacific Railway Company, for the purpose of authorizing this company to
construct an 1l-mile branch line in the vicinity of Fox Valley in the
Province of Saskatchewan and a 16-mile branch line in the vicinity of
Didsbury, Alberta. -

The provisions of these bills have been reviewed by the Minister of
Transport, who has advised that there are no objections to the bills.

It would be appreciated if you would so inform the Senate Com-
mittee on Transport and Communications when Bills S-32 S-34 for
being reviewed by the committee.

Yours truly,

Jacques Fortier.

Honourable senators, do you wish any further evidence with respect to
Bill S-32?

Senator McCurcHEON: I propose that the bill be reported.

Senator CrorL: I second.

The CHaIRMAN: It has been moved and seconded that this bill be reported.
I suggest to you that I put the clauses in the normal way. Clause 1, line of rail-
way authorized. Shall clause 1 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Clause 2, time for completion. Shall clause 2
carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Shall the preamble carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Shall the title carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is agreed. Shall I report the bill without amendment?
Hon. SENATORS: Agreed.

The CHAIRMAN: Honourable senators, we have before us now Bill S-34,
with respect to a line in Alberta. I have received in respect of this bill also a




TRANSPORT AND COMMUNICATIONS 71

favourable report of our Law Clerk, Mr. Hopkins, that in his opinion the bill is
in proper legal form and that he has no suggestion to offer for its amendment.

There are some representations to be made by representatives of the area
itself, in respect of this bill. I suggest that we hear the sponsors first and then
call upon the representative of the district, Mr. W. J. Bagnall, Reeve of the
County of Mountain View, Alberta.

Mr. GorRMAN: Mr. Chairman, I think that for this bill also, Mr. Roberts
would be the appropriate person to lead off.

The CHAIRMAN: Very good. Honourable senators, I have two letters from
local residents about this line. Shall I read them to you now, or shall I wait
until the proponents have finished?

Senator McDoNALD (Moosomin): Would it not be proper for the railroad to
make their presentation first and that we then hear the opposition?

The CHAIRMAN: That is what I thought, that we should hear the proponents
first and then the opposition, and at that time I would read the two letters
which have been addressed to us.

Mr. RoBERTS: Mr. Chairman and honourable senators, Canadian Pacific
Railway was asked by Canadian Superior Oil Company in 1965 to construct a
line of railway into their projected sulphur plant at Harmattan, Alberta, in
order to provide rail transportation necessary to move the sulphur to market.
The capacity of the projected plant was such that it was estimated production
would amount to approximately 280,000 long tons annually.

The demand for sulphur in the world market has increased tremendously
in the last three years, and it continues to grow. At the present time, markets
for sulphur produced in Alberta, are offshore in countries such as Australia,
Japan, India and European markets, or in the United States and Canada, in that
order of importance, tonnagewise.

An example of the growth is in the export through British Columbia coast
ports by Canadian Pacific Railway, which in 1962 was less than 100,000 tons,
and in 1965 in excess of 500,000 tons.

We therefore informed Canadian Superior Oil Company that we were
prepared to build the necessary trackage and provide the rail service essential
for the marketing of their sulphur—if, of course, we are authorized by Parlia-
ment to do so.

If there are any questions involving traffic matters, I will endeavour to
answer them to the best of my ability.

The CHAIRMAN: Mr. Roberts, I have two letters addressed to the committee
by local residents. Apparently, their concern is that if you build this line you
will abandon another branch line extending from Crossfield to Cremona, some
distance farther south. Have you anything to say about that?

Mr. RoBERTS: Mr. Chairman, I would say that such matters involving
abandonments do come through my department, as they are processed by
Research Department, which is responsible for analysing traffic movements.
Nothing has reached me so far. Before we left Montreal on Tuesday, I asked
them if they were studying this Crossfield branch line and they said they were
not.

The CHAIRMAN: Are there any further questions to Mr. Roberts?

Mr. GorMAN: I would suggest, Mr. Chairman, that we should now hear
from Mr. Bohannen, who is vice president of Canadian Superior Oil.

Mr. D. L. Bohannen, Vice President, Canadian Superior Oil, Ltd: Mr. Chair-
man, Canadian Superior Oil, Ltd is building in the Harmattan area of Alberta
a 42-million cubic feet par day raw gas processing plant. The designed capacity
will yield some 817 long tons per day of sulphur and 15.5 million cubic
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feet per day of residue pipe line gas, or on an annual basis, some 283,000 long
tons of sulphur and 5.4 billion cubic feet of pipe line residue gas.

In the Harmattan areas it is estimated that there is a recoverable, proven
reserve of some 8.5 million long tons of sulphur and 165 billion cubic feet of
residue gas. This represents a proven 30-year supply of reserves at the present
plant capacity. Drilling exploration is continuing in the immediate area and, in
fact, may prove an even greater reserve.

The residue gas is contracted for sale on a long-term contract for export to
the U.S.A. Canadian Superior is currently actively engaged in arranging
markets for its own share of the sulphur production. With the demand for
sulphur exceeding the supply, it is anticipated that 100 per cent of the sulphur
will be marketed as soon as adequate transportation is arranged. Present
market indications are that a major portion of the sulphur will be sold in the
offshore market, that is the Far East, while the remainder will probably go into
the central U.S.A. Current indications are that the plant gate price will exceed
$25 per long ton. Assuming that some 200,000 long tons per year are exported,
the value would represent some $5 million in foreign exchange.

The plant is unique in that it is one of the first being built for the purpose of
extracting sulphur from natural gas as a primary product and pipe line residue
gas as a secondary product.

The plant will cost some $7.5 million plus three-quarters of a million
dollars for the gas-gathering system, and $2.5 million for the gas wells them-
selves. This makes a minimum expenditure of some $10% million. When the
plant goes into operation next month, some 31 people from the Didsbury area
will be employed.

The plant construction is proceeding on time and is scheduled for start-up
on July 1 of this year, with actual production of sulphur and residue gas by
mid-July. g

Canadian Superior Oil has arranged for the orderly exploitation of the raw
gas by investing in the drilling of wells, construction of the plant and the
necessary raw gas pipe lines, and now it is absolutely essential that a railroad be
immediately completed to the plant in order that we may complete the chain
from the source of supply to the ultimate market and consumer.

Thank you. I am available for questions.

SENATOR BURCHILL: Where will the chief market be?

Mr. BoHANNEN: I think it will be offshore, in the Far East.

Senator PEARsON: What are the main demands for this sulphur?

Mr. BoHANNEN: Mainly for the manufacture of fertilizers.

Senator SmITH (Queens-Shelburne): Will you be supplying material to the
fertilizer plant in Calgary?

Mr. BoHANNEN: In that regard I can only say what I have read in the
papers, but I believe a contract has already been arranged through another
plant.

Senator BuRcHILL: Will you supply the pulp industry in Canada?

Mr. BoHANNEN: Not from this plant, but from interests in other plants that
we have.

The CHAIRMAN: Has the committee heard sufficient evidence in support of
the bill? Shall we proceed to objections?

Mr. GorRMAN: Since it appears from the brief handed to us by one of the
opponents that there are certain questions with regard to the route chosen, I
think it would be useful and helpful to the senators if they were to hear from
one of the officers of the engineering branch of the railroad who can explain
why that particular route was chosen, .and also from the witness who has dealt
with the actual acquisition of the lands for the right-of-way. I might say a

’




TRANSPORT AND COMMUNICATIONS 73

considerable part of the lands has already been acquired—at least options have
been acquired. I think it would be useful to have this information at this stage.
Mr. Colpitts, who is chief engineer of the railroad, is here with Mr. Cherrington.
He is the engineer who did the actual work on the spot and can provide details
of the route. Mr. Colpitts is here and he will be supported by Mr. Cherrington.

Mr. C. A. Colpitts, Chief Engineer, Canadian Pacific Railway Company: My
name is C. A. Colpitts, chief engineer of Canadian Pacific. I have been with the
company approximately 40 years and most of that time I have been employed in
an engineering capacity.

The plant of Canadian Superior Oil, Ltd. is located in the northeast quarter
of section 27, Township 31, range 4, west of the fifth meridian as shown on the
plan before you. To serve the plant by railway, Canadian Pacific Railway
proposes to construct a line which will connect with its railway system at
Didsbury, Alberta, a point 46.9 miles north of Calgary, Alberta, on the
company’s Calgary-Edmonton line.

The proposed line will extend in a generally westerly direction from Dids-
bury for a distance of 15.3 miles.

In determining the best possible route for a line, a reconnaissance is made
by experienced railway engineers and the route shown on the plan before you
has been selected as the most feasible for the pupose of economical railway
construction and operation and to serve in the most efficient manner possible
the interests of the industry. A detailed survey to establish the exact location of
the line has been made.

We have with us today Mr. James Cherrington, assistant regional engineer
for the Pacific region, who has been closely connected with the location of the
railway line. He is prepared to answer any questions you may wish to ask him.

I may add, honourable senators, with regard to the question of the closest
railway, that the nearest is the Canadian National approximately 45 miles north
of this plant.

Senator CroLL: You said the objective was to serve the interests of the
industry?

Mr. CoLPITTS: Yes.

Senator CROLL: What about these people who are complaining? Is it also in
their interests, or is it only in the interests of the industry?

Mr. CoLpIiTTS: No, sir, I believe when Mr. Cherrington presents his testimo-
ny you will see this question has been given thorough examination. He has
made every effort to take into account all the interests involved.

Senator THORVALDSON: What is this Crossfield subdivision?
Mr. CorpiTTs: It is shown on the plan.

Senator THORVALDSON: Yes, I know, but why don’t you come from Sundreo
down to Cremona?

Mr. CorLpriTTs: Mr. Cherrington will explain this in detail.

Senator SMITH (Queens-Shelburne): Did the witness not say that the
nearest was 40 miles away? What about Cremona?

Mr. CoLprTTs: I said the Canadian National was the nearest.
Senator PEARSON: What other use would be made of that line besides this?
Mr. CorpiTTS: At this time, none, sir.

The CHAIRMAN: Are there any further inquiries of the witness? Perhaps
these gentlemen will wait and hear what the opponents have to say, and then
perhaps we can examine them further later.
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Mr. GorMAN: Mr. Chairman, I think we might give more details at this
stage with regard to why this particular choice was made. This would provide
an answer to Senator Croll’s question.

Mr. James Cherrington, Assistant Regional Engineer, Pacific Region, Vancouver,
Canadian Pacific Railway Company: Mr. Chairman, honourable senators, I am
a professional engineer employed by the Canadian Pacific Railway for the last
25 years, and am presently Assistant Regional Engineer, Pacific Region,
Vancouver.

When the plant for the production of sulphur was first proposed various
routes were examined from existing topographical maps, and a reconnaissance
was made on the ground by engineers experienced in location surveys.

Three routes were projected. Two routes originated from the end of the
Crossfield subdivision near Cremona.

The CHAIRMAN: I think all honourable senators have copies of this map and
can follow what the witness is saying. :

Hon. SENATORS: Yes.

Mr. CHERRINGTON: The third route originated at Didsbury. The route west
from Didsbury was chosen as the most logical from all engineering factors
considered, with favourable grades and curvature for railway construction and
line use. The route chosen not only served the industry but in addition would
give improved switching service at both the proposed plant and the existing
liquefied petroleum gas loading facilities now located at Didsbury.

The railway company has revised the original location to follow quarter
section lines where physically possible, and over two-thirds of the line now
follows the quarter section lines to prevent undersirable severing of the land.

If the railway were to be built from the end of the Crossfield subdivision on
either of the two alternatives considered, it would be necessary to upgrade this
subdivision since it could not handle, in its present condition, the movement of
the heavy sulphur cars due to the light rail—70 to 72-pound—and due to the
ballast which was placed there in 1930 and also due to the drainage conditions.
The added cost of this improvement or upgrading is estimated at about
$750,000. The proposed route west of Didsbury is in rolling prairie country
rising to the west.

If there are any questions I would be pleased to answer them, Mr.
Chairman.

Senator PEARSON: What height of land is it?

Mr. CHERRINGTON: Approximately 3,700 feet.

Senator PEARSON: A rise of 700 feet from Didsbury?

Mr. CHERRINGTON: No. I have not the height, but I think the plant is around
a height of 3,700 feet.

Senator HA1G: How many acres are involved? It it a 100-foot right-of-way?

Mr. CHERRINGTON: A 100-foot right-of-way practically right through.

Senator HA1G: How many acres are involved?

Mr. CHERRINGTON: Roughly 200 acres.

Senator BURcHILL: What is the difference in the mileage between the two
routes?

Mr. CHERRINGTON: North from Cremona one alternative route ran around 14
miles. Taking off east of Cremona, about a mile east, it was between' 15 and 16
miles. West of Didsbury it is 15.3 miles. So they are all comparable in mileage,
with the exception you still have 28 miles of the Crossfield subdivision.

Senator BURCHILL: In addition to the amount of $750,000 for the upgrading,
how do the costs compare on the various routes?




TRANSPORT AND COMMUNICATIONS 75

Mr. CHERRINGTON: We have done detailed surveys on the line west of
Didsbury; it is approximately $1,134,000. On one of the alternative routes it is
roughly $1,100,000; and on the other one, roughly $1,200,000. So for considera-
tion, all based on estimates, they are practically the same, but the one addition
is the $750,000 upgrading on the Cremona subdivision.

Senator BUuRCHILL: What about the switching?

Mr. CHERRINGTON: With regard to the switching from Didsbury we will be
able to put in a yard switcher. That will be built to service the proposed plant,
to serve the gas-loading facilities north of Didsbury and to service other
industries within 30 miles of Didsbury.

From the Crossfield subdivision, due to labour agreements, the subdivision
would be over 30 miles long with the proposed alternate route. Therefore, you
cannot put in a road switcher and it would be necessary to run a train out of
Calgary to switch this plant at Harmattan, which would make a return trip of
roughly 140 miles. It is doubtful the crews could do it in one day and do the
necessary switching. Also you would not be able to give the service to the plant
that you could give with a road switcher just 15 miles away from the plant.

The CHAIRMAN: There is one question I would like to ask you, Mr.
Cherrington. I do not know if you can reply to it. These letters that we have
received seem to indicate apprehension by local residents that if we grant you
this right to build the line from Didsbury you will immediately attempt to close
the Cremona line.

Mr. CHERRINGTON: To my knowledge, Mr. Chairman, the Canadian Pacific
has not yet made any study on the abandonment of the Crossfield subdivision.

Senator CroLL: There is a suggestion in one of these letters that you are
using very productive land, as against other land that might be available that is
less productive.

Mr. CHERRINGTON: I think if I could refer that question to Mr. Sykes, who is
the real estate man and has gone into the land.

The CHAIRMAN: Do you wish to hear Mr. Sykes on that?
Senator CRoOLL: Surely.

Mr. CHERRINGTON: I have been over the alternative routes and I could,
maybe, back up Mr. Sykes on the condition of some of the land because I have
been all through that country.

Senator ASELTINE: I think we should hear the people who are objecting to
this.

The CHAIRMAN: There is this one witness, Mr. Sykes.

Senator ASELTINE: We are hearing the rebuttal before we get to the
complaint.

The CHAlRMAN: That is true.

Mr. GorMAN: I think it might be useful to have a very general outline of the
work Mr. Sykes has done in dealing with the land with regard to the proposed
route.

The CHAIRMAN: Does the committee wish to hear Mr. Sykes?

Hon. SENATORS: Agreed.

Mr. ]J. R. W. Sykes, Assistant General Manager, Marathon Realty Ltd.: Mr.
Chairman, honourable senators, I am Assistant General Manager of Marathon
Realty Limited, whose head office is in Calgary. Our business is commercial,
industrial and agricultural real estate development and investment. I have been
responsible for the company’s operations in western Canada for the past three
years—that is, from the date of its inception. Prior to that I was supervisor of
economic projects in Canadian Pacific’s Department of Research in Montreal.

e =
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Senator CAMERON: Have you any actual experience in farming? Have you a
degree in agriculture?

Mr. SykEes: No, sir, I have not a degree in agriculture, but I have been
administering these farm lands—some 900,000 acres, and some 4,500 farms—for
the past three years with a staff of qualified men, many of whom have a great
deal of experience. Some of our field men have degrees in agriculture.

I have had to deal with the acquisition of the right-of-way for the
Didsbury-Harmattan line. After consultation with the engineers in the field, and
through negotiations with the farmers which went on over a period of many
months, we settled on a compromise line that went some way towards satisfying
the engineering requirements and, at the same time went as far as possible in
minimizing necessary damage to farms.

At that point we started negotiating for options and dealing with the
question of compensation. Compensation takes into account the fair market
value of the land itself, the degree of damage created by severance or cutting of
the farm by the line—there is a measure of inconvenience there—and any special
damage such as damage to water supplies or trees, if there are any, and any
other factors of particular interest to the land owner.

The status today is that out of 30 land owners involved 20 have come to an
agreement with us. Of the remaining ten it appears that one does not like
railways and will not have a railway at any price; one has been trying to sell
his farm and insists that anyone who takes any land takes the whole farm; and
eight want more money but have indicated no objection to the line crossing the
land if their terms are met. Of those eight one has stated a price that is double
the maximum paid any other land owner, and two others have said: “We will go
along with our friend”.

The town of Didsbury has written to me and also some honourable
senators, I understand, stating that the council has resolved that it is 100 per
cent in favour of this location. The Chamber of Commerce of Didsbury, which
to some extent represents the interests of the general area and not just the
town, has also gone on record as being 100 per cent in favour of this project.

In conclusion, honourable senators, I believe that from last August when
we started to talk to farmers up to the present date we have done everything
possible to minimize damage and to meet the objections of the farmers, and still
provide for a feasible rail location. I am satisfied in my own mind that if this
bill is passed we will not have to proceed to arbitration in respect of the
majority of the ten owners who have not yet agreed on terms. My opinion is
that the settlements that have been made are sufficiently generous having regard
to recent arbitration awards that very few farmers would care to take their
chance on arbitration.

Senator ASELTINE: How much are you paying per acre?

Mr. SYKES: Depending upon the degree of damage, between $500 and $1,000
per acre. The fair market value of the land—

Senator ASELTINE: How does that compare with assessed values?

Mr. SYKES: The assessed value is normally very much less than the fair
market value.

Senator ASELTINE: I understand that. In our district it is a quarter of the
fair market value.

Mr. SYKES: The assessed value in any case that I know of is $25 or less per
acre.

Senator HAIG: When you run across a section line are there crossings
available to the farmer?

Mr. SYKES: You have only the séction lines marked on your plan and not
the quarter section lines. Where the line crosses a farm it may cross a
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completely undistinguished portion of it so as far as the farmer is concerned. If
the line goes through the centre of a square mile block, and if crossings are
needed, then the railway has agreed to construct crossings where they are asked
for. It has also agreed on some fencing if that is required. That is another of the
aspects of compensation.

Senator ASELTINE: One of the objections to going east and west instead of
north and south is that you would have a railway crossing every mile, whereas
in the other direction there would be a crossing every two miles.

Mr. SykEes: I suppose that that is a valid objection in theory, sir. In
practice, however, since many of these roads are not constructed it appears
from a comparison of the actual crossings on the one route versus the other that
that presents very little difference. I think I should refer that question to Mr.
Cherrington who has actually examined each of the rail crossings.

Senator BRooKkS: What is the average acreage that you are taking from
individual farmers?

Mr. SYKES: It varies from one acre to 20 acres. The average might be seven
acres. That is the area into which most of them fall.

Senator Hays: How often will this railway line be used for the movement
of sulphur? ‘

Mr. SykRES: I should like to refer that question to Mr. Cherrington, if you do
not mind, sir.

Senator FOURNIER (Madawaska-Restigouche): Will there be any highway
crossings along the route?

Mr. SYKES: I believe so, but I would refer that question to Mr. Cherrington
also. That is more of an operating problem.

Senator SMITH (Queens-Shelburne): I have one question to ask. You have
said that you have agreements with 20 out of 30 land owners. Would you give
me some idea as to the percentage of cost that you have allocated to the area of
land damage in the adverse effect of breaking up any particular farm?

Mr. SykEs: There is no percentage, sir, that you could identify as such.
Each case has been negotiated on its own merits. Each owner, of course, after
we questioned him has consulted all of his neighbours to find out their position.
I can read to you very quickly the per acre settlement for the 20 farmers. That
might give you some idea.

Senator SMITH (Queens-Shelburne): No, that would not mean anything to
me. Perhaps you could take a stab at it and say from the best of your
knowledge what percentage of the cost of the land that you have already
acquired would be in the area of land damage compensation.

Mr. SYKES: I can make an informed guess, if that is your wish, sir. I would
say it is something like 70 per cent—perhaps a little better. It is a matter of
curiosity to me that the land that has been damaged more seriously is that with
which we have had the least difficulty. On some farms, because of sloughs and
so on, it is impossible to avoid a severance, and yet these farms are owned in
most cases by farmers with whom we have come to an agreement. Of the ten
farmers who have not yet agreed eight have suffered virtually no severance at
all, and two of them have relatively severe severance.

"Senator PEARSON: What is the going or market price of land in the area
now?

Mr. Sykes: As I think I mentioned, we are corporate farmers, and last
summer we looked for a farm. We had some money to spend and we wanted to
buy the finest farm we could find. We bought the old Olson place at Didsbury,

and paid $130 an acre for a total of $80,000. Six weeks later we found that the
railway wanted to go through it.
23705—2
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Senator Haig: Did Marathon and the CPR come to a settlement that
summer? :

Mr. SYRES: As first they wanted to resist settlement, but the price we paid
of $130 per acre was considered to be a good price for a farm. They are asking
prices up to $150, but I know of none who have paid that price.

Senator BAIrp: What are the sizes of the farms?

Mr. SYKES: A section of 640 acres; half sections, in some cases.

Senator CAMERON: Is Marathon a wholly-owned subsidiary of CPR?

Mr. SYKES: Yes. Our head office is in Calgary, and we are expected to stand
on our own feet.

The CHAIRMAN: Senator Gershaw asked if he could revert for a moment to
Bill S-32. You wished to ask one question, did you not Senator Gershaw?

Senator GERSHAW: The people of Fox Valley and in the neighbouring towns
produce a lot of cereals, and livestock and they ship their goods south and west,
mostly to Medicine Hat, which is their natural market. They are apprehensive
that if this road is built their business will all be diverted elsewhere, and they
want some assurance that their business will not be injured by this particular
branch line.

Mr. GormAN: Perhaps Mr. Roberts is best qualified to deal with the
question.

Mr. RoBeRTs: It will still provide services as in the past, if that is what is
concerning you, senator.

Senator McDoNALD: But the proposed branch line extension, as I under-
stand it, will only carry sodium sulphate.

Mr. RoBERTS: That is the expres purpose of the construction.

Senator GERsHAW: That is the answer to the question I want. Thank you.

The CHAIRMAN: Any further questions?

Mr. GorMAN: Just to complete this part of the railway’s presentation, there
are two letters which have been received in support of the application, If I may
read them. I am prepared to file the originals, if I have the approval of the
committee.

Some Hon. SENATORS: Agreed.

Mr. GorMAN: The first letter is from the Town of Didsbury dated May 25,
1966. It is addressed to J. A. Wright, Q.C., Vice-President of Law, Windsor
Station, Canadian Pacific Railway Limited, Montreal 3, Quebec, and reads as
follows:

Dear Sir,
Re: Rail Line—Didsbury to Canadian
Superior Plant

With regard to the above mentioned, the Council of the Town of
Didsbury wishes to state its position, herewith going on record as being
100 per cent in favour of the project.

The Council of the Town of Didsbury is in full support of the
endeavour to construct a rail line from the town to the Canadian
Superior Gas Plant and is prepared to assist in any way possible.

We are hoping very much that the branch rail line in question
meets with your approval.

Yours truly,
Louis L. Damphouse,
Secretary Treasurer.
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. The second letter, dated May 25, 1966, is also addressed to J. A. Wright, and
is from the District of Didsbury, Chamber of Commerce and reads as follows:

Dear Sir,

The Didsbury and District Chamber of Commerce wish to go on
record as being unanimously in favour of the branch rail line which the
CPR is building to the Canadian Superior Gas plant originating from
Didsbury. '

The members feel that it is the most logical and most economically
feasible route, giving much less construction problem than other sug-
gested routes.

We shall be very glad to do all in our power to support this route.

Yours very truly,
Didsbury and District Chamber
of Commerce

per Secretary G. C. Leeson

The CHAIRMAN: Does that complete your presentation?
Mr. GORMAN: Yes.

Senator PeArRsonN: Mr. Gorman, has Canadian Pacific Railway a vested
interest in Canadian Superior?

Mr. GorMAN: I think Mr. Roberts might answer that question.
Mr. RoBERTS: I would prefer that Mr. Bohannan answer the question.

Mr. BoHANNAN: All I can say is that Canadian Superior is a dominion stock
company and to my knowledge Canadian Pacific is not a stockholder, at least not
a major stockholder, and does not in any way control the company.

The CuAIRMAN: Before we call upon the opponents, I think I should place
on record two letters addressed to the committee by local residents. The first is
dated May 20, 1966 and is from Madden, Alberta. It reads as follows:

Dear Sirs,

In regard to the proposed Didsbury Panther Harmattan CPR branch
line, I urgently request that the committee recognize the importance of
the CPR line between Crossfield and Cremona, both to me, as a farmer,
and to the agricultural economy of this area.

If a charter is granted for the building of a CPR line between
Didsbury and Harmattan, we earnestly implore that this line will in no
way interfere with the already existing line between Crossfield and

Cremona and that no abandonment of this line will be considered, now or
at any future date.

Yours truly,
Leslie Godlonton
Madden, Alberta.

The second is dated May 21, 1966. It is from Cochréne, Alberta, and reads
as follows:

Dear Sirs,

We certainly do not want the train to be'discontinued from Cross=
field to Cremonz.a as it would make us haul our grain 18 miles to elevator
in Cochrane. It just seems like they are trying to do away with the small

farmer. But we do have to live too. And this would really make; it bad
23705—23
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for us to remove that track. A person could make three or four trips to
Dog Pound while making one to Cochrane. Hoping the little man will be
heard in this deal. Thanking you.

Edward Bundt
Cochrane, Alberta, Canada

Well, the “little men” have been heard from and their representations are
on the record.

The witness we have in opposition to this bill is Mr. W. J. Bagnall,
representing the county of Mountain View, Alberta. Will you come forward
please. It was you who supported this brief, was it not, Mr. Bagnall?

William J. Bagnall, Reeve, County of Mountain View, Alberta: Yes, sir.

The CHAIRMAN: Perhaps the best thing for you to do is to read your brief,
and we can cross-question as we proceed. Would that be the best way,
honourable senators? Then if that is satisfactory to you, Mr. Bagnall, please
proceed.

Perhaps you should read the brief.

Mr. BAaGNALL: Mr. Chairman, honourable senators, before proceeding with
my brief I should like to say that the proposed railway line has no connection
whatever with the Town of Didsbury and it starts a mile north of the town.

On behalf of the county council of the County of Mountain View, may I
thank Senator Prowse for his very fair and able presentation of Bill S-34 on
behalf of the railway company, and Senator Cameron for his remarks relative
to the county’s interest in this bill and the proposed Canadian Pacific Branch
line.

In presenting to you the county’s brief in connection with the railway
company’s application, the presentation has been divided into three parts. Part
‘A’ reflects the county’s opposition to construction of the line from Didsbury to
Harmattan. Part ‘B’ supports the county’s proposal that his line should be a
continuation of the existing line from Crossfield to Cremona, and Part ‘C’ is a
historical background and conclusion.

PARTA’

May I say at the outset that the county has no objection in principle to the
construction of a rail line outlet from the Canadian Superior Plant at Harmattan,
and realizes this necessity. The county acknowledges that the railway company
has greatly improved the final plans for the line location over the original plans
and that far less land severance has been created if the plans submitted to the
county dated May 2, 1966, are strictly adhered to.

In spite of the fact that the CPR has improved the proposed line profile,
there remains several very real objections to this route; these can be briefly
outlined as follows:

1. Land use: The proposed route will most certainly traverse some of the
most fertile land in the country, if not in the entire Province of Alberta.

The county zoning by-law prohibits the subdivision of arable land in order
to conserve this vital national asset for its primary use—the production of crops.

If another developer were to attempt to subdivide farm land for a
non-farm purpose he would be refused permission to do so by the county
council.

This policy of conserving productive farm land is a sensible one and has
proven satisfactory during the past five years of operation.
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2. Separation: Because of the nature of the development it is unavoidable
for the CPR with its spur, to effect separation of one part of a farm from the
remainder. Apart from the added cost in perpetuity which will arise in farming
such parcels, it is highly probable that these higher costs will be such as to
cause many of these parcels to be disposed of as acreages. As the spur line will
create a registered boundary it could well be argued that as no subdivision is
occurring—it already having been affected through the registration of the
right-of-way—the county council would have great difficulty in refusing such a
change in use. As a result, far more land than that involved within the
right-of-way would in perpetuity be lost to the production of crops. The
remainder of the farm which at present is an economic unit—ratio of investment
to production—could be so reduced by these subtractions and divisions as to be
rendered uneconomic.

3. School bus crossings will be increased by approximately twelve addi-
tional crossings.

3a. At least four fly-overs will be required as this line will cross four
district highways. If the charter is granted this provision must be written in.

4, Restricts northward the development of the Town of Didsbury. This does
not seem to worry them too much.

5. The difficulty of farming parcels of land divided by a railway adds
immeasurably to the overall damages and cost of operation, and cannot be
compensated for by the cash settlement proposed by the CPR.

Part ‘B’

Alternative route—Cremona-Harmattan via Little Red Deer River

A. We do not feel that the route from Cremona north-westwards has been
fairly or completely analysed.

If such a route were practical, even if more expensive, it must be chosen if
the concept of conserving arable land for production is to be continued as a
valid policy. The nature of the land in this area is such that it is inferior
because of its capabilities to bear crop to the preferred route—that is the route
preferred by the CPR—and as a result it is very possible that no loss in
productivity would ensue if the spur was so located.

B. The argument that the Crossfield-Cremona line is not able to support the
proposed weights is one which, while it must be given consideration, should not
be the determining factor. Although the cost of up-grading the present line has
been estimated at $500,000—this is the figure which the CPR originally gave to
the County of Mountain View—it can well be argued that this is a cost which the
CPR will have to meet anyway or else, because of it, abandon the line
altogether. It is felt that the CPR should state their intentions on this point so
that the present confusion could be avoided.

C. The fears expressed by some four hundred farmers and landowners in
the Crossfield-Cremona area that if the new line is constructed it will result in
the eventual abandonment of the Crossfield line by the CPR are, it is submitted,
well founded. Should this line be abandoned at a later date, these farmers will
be faced with lowered farm assessment values and an increase of at least 4c per
bushel transportation costs on grain which will then have to be delivered to the
main CPR line.

Part ‘C’—Historical Background

.1. The county council and indeed the farmers and ratepayers of this
particular area which encompasses over one-half million acres of choice arable
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land tributary to the Cremona-Crossfield line are convinced that when the
Government of Sir John A. MacDonald wrote the original terms of reference
into the land grant for the CPR in 1870, it took into consideration the
unflattering, critical and adverse reports of Sir George Simpson, Captain John
Palliser and Sir John Franklin.

2. It is submitted that these reports dealt particularly with that part of
Canada which the Canadian Pacific Railway Company intended primarily to
open up and to service with a railway system. The vast land grants and
resources, exceeding twenty-five million acres, were the Government’s method
of underwriting and guaranteeing the solvency of the railway operation for all
time. Surely, it is now contended the Government of Canada must reiterate
these conditions and insist that the railway company live up to the original
contract to operate and maintain an efficient railway system throughout the
length and breadth of this country.

3. Speaking generally, the people of this country, and in particular those
whom I have the honour to represent have every right to expect the govern-
ment of today to insist that the tremendous profits realized by the CPR from
their land grants must first of all be plowed back into the railway system rather
than into new endeavours such as the construction of the new twenty million
dollar Hotel Chateau Champlain in Montreal. The lucrative Canadian Pacific
Gas and Oil Company Canadian Pacific’s $192 million investment fund would
indicate that substantial reserves are available to operate a railway line to serve
the people of Canada first, and still satisfy the insatiable appetites of the
company’s shareholders.

Conclusion

The county council respectfully requests that if in its wisdom Parliament
decides to grant this application, that the following crucial clauses be written
into the charter:

(a) That the route will adhere strictly to that outlined in the plan dated
2 May, 1966.

(b) That fly-overs be constructed at locations A, B, C, and D located on
the map and crossing district market highways.

(c) That the construction of this line shall in no way interfere with the
continued maintenance and operation of the present Crossfield-
Cremona line.

(d) That assurance will be given by the Canadian Pacific Railway Co.
that no abandonment of the existing Crossfield-Cremona line will be
proposed and the continued economy of the area will thus be
protected.

Gentlemen, if you turn to page 5, there is a short addendum I would like to
read, if I may.

The CHAIRMAN: Go ahead.

Mr. BAGNALL: It is noted that the Canadian Pacific Railway Company has
made no mention of the fact that this line will eventually be extended
south-westerly from Harmattan to the vast sulphur deposits in the Panther
River area.

When this extension is proceeded with, it is contended that the logical
take-off for this extension will be from a point immediately north of Cremona.
It should be noted that information relative to the Panther deposits was made
initially by the railway company themselves, and was referred to briefly by
Senator Cameron during his presentation, as will be found in Hansard, page 537,
Volume 115, Number 33.
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As appendices I have selected two letters which have been sent to the
county and which are self-explanatory and which you may have read.

In addition to those letters which I selected as fairly representative letters,
I have received all these letters from representatives of this area, supporting
the county’s position. If I may, I would like to table those letters at this time for
your information.

The CHAIRMAN: How many of them are there?

Mr. BagNALL: I have around 80, sir. I notice that, unfortunately, the Town
of Didsbury have made some references in support of the company’s application.
The Town of Didsbury were asked by the CPR for support and they were told,
the implication was made, that when this line is operating, industry would
naturally follow the line and the Town of Didsbury would prosper. This, gentle-
men, I submit is not a true statement. However, the council proposed to accept
it. The key map for the Canadian Pacific railroad which was passed around for
you to study is not very fair in that it does not indicate the actual location of
Cremona, Didsbury, and the plant. Cremona is far better located than indicated
on the map.

Senator BuRcHILL: Does the county of Mountain View embrace the whole
area?

Mr. BAGNALL: Yes, the county of Mountain View at the present time is in
the process of constructing a district road or a bypass for the town of Didsbury
for Canadian Superior Oil, Ltd. It is also true that the company pays considera-
ble ta