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D. Letters, memoranda, telegrams, charts, enclosures must not normally

be removed from this file. If it is necessary to remove any document

the user must:

1. Annotate covering letter or memorandum with the reason

for removal and its new location.

2. If no covering letter or if the covering letter is also remov-

ed, a memorandum is to be placed on the file giving

description of documents removed, reason for removal

and new location.

3. Route file to Records for notation of document removal.
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qui en est advenu;
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HOUSE OF COMMONS

CHAMBRE DES COMMUNES

CANADA

OTTAWA KIA OA6

January 21, 1975

Mr. R.M. Aldwinckle,

Administrator,

Surface Administration,

Ministry of Transport,

Transport Canada Bldg.,

Place de Ville,

Ottawa, Ontario.

Dear Bob:

I would appreciate your comments, written or

-verbal, on this particular attached request made to me

by Mrs. Campagnolo.

e psi -

asejoys Att.
“y

Dr. C1ife* cIsaac, M.P.,
Battleford-Kindersley.
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Parliamentary Secretary Secrétaire pariementaire

Indian and Northern Affairs Affaires indiennes et du Nord

pal ticast Mey
OTTAWA KIA 0X2

January 14, 1975

Mr. Cliff McIsaac, M.P.,

i Parliamentary Secretary to the

- | Minister of Transport,

4 Room 455-D, —

: House of Commons,

Ottaw ase

Dear Cliff:

Would you be kind enough to take this matter under
your personal control through the Department of Transport
for me?

One of my constituents, Mr. D.T. Kendall, Manager

of Misty Islands Transportation Co. at Skidegate on the |

Queen Charlotte Islands, is attempting to set up an

amphibious vehicle operation on the Islands, presently

served by an inadequate system of small airplanes of |

marine capacity and commuting "crummys". :

Mr. Kendall is known to me as an ambitious and hard-

working man and if he is able to purchase the LARC vehicles

from. the American government, with some assistance from the

federal government, either through the Department of Regional

Economic Expansion or the Department of Trensport, I feei TM
it would be of very great assistance to those people who

live in the sparsely populated islands of the Queen

Charlotte area.

As you will note from the enclosed copy of Mr. Kendall's

letter, there has been already a three month trial period

of this type of transport carried out and the results are

really quite spectacular. I have been in personal conver-

sation with Mr. Kendall on this matter, and frankly Iam

at a loss as to where he can apply for assistance and to

whom he must make the specific request necessary to operate

the amphibious vehicle which it is his. intention to begin

000006
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Mr. Cliff McIsaac -2- January 14, 1975

the service with.

Any assistance you can give me in this regard will be
truly appreciated. -

Sincerely,

<a e“ 
;

Iona Campagnolo, M.P.,

Skeename NAN Ate Ee «ry Rae te Vier a ae ren aR aT cn, eae wD MEE AL ee
Enclosures

a etal wy PS
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— Misty Islands Transportation Co. Ltd.
SKIDEGATE, B.c.

R.R. 1, QUEEN CHARLOTTE, B.C.

January 6, 1975

Mrs. Iona Campagnolo, MP,
House of Commons,

Ottawa, Ontario

Dear Mrs, Campagnolo:

For over a year we have looked into the possibility of oper-

ating a surface Transportation system into Tasu-and way points,
Last Spring we put into operationya three month trial period a

service running seven days per week between Tasu and Sandspit

Airport. we put a passenger boat at Tasu and had our operator

stationed there. He travelled to the head of Newcombe Inlet(seven
miles) and transferred to a small bus to Sewell (five miles). He
transferred to a second wster taxi here and went to Moresby (seven-
teen miles), He then made his last transfer to a bus and then went

to Sandspit (32 miles). The waole trip took about 33 hours if the
loads were light. . The service was not too popular with passengers
because of ali the transfers and the length of the trip. There
were drawbacks in handling mail and freight because of the diffi-

culty of transporting these goods up and down the rickety floats.
However, in the three month period, we missed only one day due to-
weather an@ that day the Airlines did not travel. Tasu has sbout

a 50% frequency rate on arrivals of the small aircraft because of

weather computed over a yearly basis.

Our proposal to inaugurate a service using an amphibious veh-

{cle is now under consideration by the two companies Wesfrob tines

at Tasu and Rayonier at Sewell. (There is also a logging camp

being constructed on our route by MacMillan, Bloedei and they too
“are interested, }

The problem is that the service will cost more than the comp-
anies involved are willing to spend at this time because of the

economic troubles in mining and logging.

When I was trying to get a ferry service started across Skid-

egate Inlet ebout 10 yesrs ago I tried every angle. I covld tnink
of to get assistance. During this period I wrote Frank Howard and

he went to the Canadian Maritime Commission who sent an inspector

a
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Mrs, Iona Campagnolo, MP,

Page 2

January 6, 1975

out. After a thorough investigation of our figures aud the sit= 44.
uation here, he showed us that because the service would be a dirm apple

ect link between two Provincial public roads the Federal Govern-

ment could not participate.

I thought that because this proposed service joins remote ana Oiftg
isolated communities to the outside world and is mainly a marine mens

ink we might try again to enlist the aid of the Federal Govern-

ment with your help.

The main equipment involved in this proposed operation vould -
be an amphibious vehicle called a LARC by the American Government.

We have an option to purchase 2 of these vehicles (one for scare
parts). The hull is 35' long by 10' wide and constructed of alun-

inum plate. The wheels are large flotation tyne 18:00" x 25" for

operation in rough areas. The power is by a 300 HP Diesel engine.

Presently there is no passenger accommodation in the Venicle
but our figures allow for the installation of a cabin weich has
space for 12 passengers plus a large amount of air. cargo (about
2 Tons).

Our figures also allow for a bus with cargo space to operate

between Sandspit Airport and Moresby. This would be the only trans-
fer point in the service and would be done on ary land: with the |
vehicles together. Bes -

|
|

|

I am enclosing @ map showing more clearly the route and other
points that may be of interest to you.

_I believe the companies involved would still like to retain.
their connection with the feeder airline they now use. however
they would have in-the new service a basic, reliable operation |

where all their day to day commodities would be carried and what=
ever pass enger wished.to go,ve

As an interesting side effect, during our three month trial

- last spring Trans Provincial Airlines service to these areas in-
proved unbelievably and immediately started to decline after it
ceased, .

I hope you can ‘make something out of this rambling letter and
4t does not add too much to your already heavy work load. Tnanking

.you,

a Sincerely yours; ;

“1!a fea

- D.T. Kendall, Manager
' DITK:bjl

- 000009
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of Canada du Canada MEMORANDUM NOTE DE SERVICE

[_ ADMCK f 4 a | SECURITY - CLASSIFICATION — DE SECURITE

op
A ASTA OUR FILE — W/REFERENCE

| |

[ | YOUR FILE — V/REFERENCE

FROM

DE DSM DATE

| _ | 21 Janvary1975

SUBJECT

!T Pegeral Assistance to B.C. Ferries

In a note attached to copies of corresnondence

received from the Prime Minister's office on the subject of

Federal assistance to R.C. ferries, you asked why CSTA was

the action addressee rather than XPPP.

I see from a note from your Secretary to Mr.
Ropertz that the change in the Forecast of Major Decision

Items was made on the instructions of DSP, but IT am not
quite sure why such a change should have been requested,
since to the best of my knowdedge, responsibility for this

matter is still vested in XPPP. Indeed’ the last version of

the memorandum to Cabinet on assistance to B.C. ferries’ now

being prepared by XPPP deals with the possibility of aid
being directed to other Transportation elements in the province

rather than to the ferries’ and in such a case the Marine and

Ferry Branch would have no involvement whatsoever.

We have, of course, been continually consulted
by XPPP in the course of their work on B.C. ferries, but we
do not anticipate being akked to take an active part in any
discussions with the province until the stage is set for
practical discussions regarding ai¢ to the ferry systems and .
not to other Transportation components.

D.F. Knapp

CGSB STANDARD FORM 22d 7540 21-865-6699 .

‘\
000010

FORMULE NORMALISEE 22d DE L'ONGC \
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J 7 Ministry of Transport Ministére des Transports
~ .

Office of the Bureau du
“ ’ * *. . .

Depu~ *‘nister Sous-ministre

mas ”

CURIA CF COGZURATIGN

Remarks

Remarques Seer tt nes mentee erent ote tare,

Please note Mr. Stoner's

comment to me of January 3rd.

You are requested to arrange

that I be kept informed of any

developments relating to

federal constitutional obligations

concerning the B.C. ferries.

J.Y. Clarke
Core ees eres r ee meee a nee eeee
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I will be interested in

what views are developed on any

constitutional obligation relating

to-B.C. Ferries.

3-1-75

000012



Document disclosed under the Access to Information im -
Document divulgué en vertu de la Loi sur I'accés & Iinfor!

oo , . ay

January 2, 1975.

é

NOTE TO. SHE DEPUTY { NESTERLt T

Ll

RE: ‘Federal Assistance to B.C.
Ferries

Louise Robinson in PCO

forwarded the attached correspondence

from the Prime Minister to the

Honourable Ron Basford and to

Premier Barrett, for your information.
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DEPUTY MINISTER OF TRANSPORT SOUS-MINISTRE DES TRANSPORTS

f ACTION REQUEST FICHE DE SERVICE
TO 1A ~ DATE,

XPPP Jan. 13-75

FILE NO. -- N° DE DOSSIER

is Office 550-11-8

P euy pinect [ | REPONDRE DIREC TEMENTre UIRED ACTION [ | DOWNER SUITEeo te Font & RETURN [| NOTER ET RETOURNER
INFORMATION VF ORMATION

COMMENTS COMMENTAIRES

\

PREPARE MEMO TO -- PREPARER UNE NOTE DE SERVICE A

REPLY FOR SIGNATURE OF -- REPONSE POUR LA SIGNATURE DE

“cr
REMARKS — REMARQUES UNS Ete

000014

03-0044

12-72
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MINISTRY OF TRANSPORT — MINISTERE DES TRANSPORTS
ca ¢

Office of the ster

Cabinet du A. ic)

Ottawa, K1A ONS

TO: DEPUTY MINISTER
AU: SOUS MINISTRE

TO: DEPUTY MINISTER'S OFFICE
AU: CABINET DU SOUS MINISTRE

C

ALSO REFERRED TO:
AUSSI TRANSMIS AU:

SPECIAL ADVISOR
CONSEILLER SPECIAL

PLEASE — S’IL VOUS PLAIT

PREPARE REPLY FOR SIGNATURE OF:
PREPARER REPONSE POUR LA SIGNATURE DE:

SEND COMMENTS T
FAIRE PARVENIR Vos COMMENTAIRES AU:OO

MINISTER
MINISTRE

SPECIAL ADVISOR
CONSEILLER SPECIAL

EXECUTIVE ASSISTANT
ADJOINT SPECIAL

ASSISTANT — SPECIAL RROJECTS
ADJOINT — PROJETS SPECIAUX

SENIOR ADMINISTRATIVE OFFICER
ADMINISTRATEUR PRINCIPAL

PARLIAMENTARY ASSISTANT
SECRETAIRE PARLEMENTAIRE

UNDERSIGNED
SOUSSIGN

[| FOR DIRECT R PLY
POUR REPONSE DIRECTE

[4 FOR PERUSAL AND APPROPRIATE ACTION
, POUR LECTURE ET SUITE NECESSAIRE

FOR INFORMATION
POUR INFORMATION

REMARKS — OBSERVATION

THIS LETTER HAS NOT BEEN ACKNOWLEDGED
NOUS N'AVONS PAS ACCUSE RECEPTION DE CETTE LETTRE.

Ou Oo Z
03-0072 SIGNATURE 000015
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January 10, 19735

Ms. Loulse C. Robinson.

Privy Council Office

48 Sparks Street

Ottawa, Ontario

Dear Ms. Robinson:

, On behalf of Mise Dion, I wish to
acknowledge receipt of your letter of December

17, 1974 with which you enclosed copies of

correspondence concerning the British Columbia

Ferry Systen.

Your letter has been noted and
referged to the appropriate Ministry officials

-for their information.

Yours truly

va NAL SIGNED BY

Jou Fairchild

E John Paircrtiid
4 Special Assistant

|

|

|

000016
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BUREAU DU CONSEIL PIMME)S
me 7a 4 .

CUB 4d PH a
CANADA

Ottawa,

KIA —- 9AB_RECEIVED
“MISTER OF 16 date panei ‘MANS PORF

ae ys

Moe€ ab TM

December 17, 1974

Miss Lucie Dion

Executive Assistant pene

Minister's Office pO
Transport Canada Building Pp Se
Place de Ville THE, \
Ottawa, Ontario | 0 LH ~
K1A ON5 NN f i

TRE
oe

Dear Miss Dion:

Attached, for your information, are copies

of recent correspondence regarding the British Columbia

Ferry System. This includes a letter dated December 17

from the Prime Minister to Premier Barrett and a letter

of the same date to Mr. Ron Basford,

You may wish to bring this to the attention

of your Minister.

Yours sincerely,

000017
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“PRIME MINISTER. PREMIER MINISTRE

Ottawa
K1A OA2

Decenfber 17, 1974

-My dear Premier:

I am writing to you in reply to your

letter of October 16, 1974, in which you enclosed
a copy of the British Columbia government's ,

submission for financial support to government
ferry services in British Columbia.

“It is my understanding that this sub-
mission was presented and discussed by your Minister

of Transportation and Communications, Mr. Strachan

on October 23 in a meeting with Mr. Marchand. As

I am sure you are aware, it was’ agreed at this meet-

ing that the Government of Canada would undertake

to examine the constitutional and other arguments

presented by the Government of British Columbia.

Particular attention.is likely to be paid to the

Clauses in the Terms of Union between Canada and

British Columbia mentioned in your submission and:

which I believe are being raised for the first time.

*
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I will be writing to you again on this
matter after federal officials have had an opportunity
to complete their analysis. I expect to be able to , .

_ follow-up on this in the very near future. . a
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PRIME MINISTER. PREMIER MINISTRE.

ott awa
KIA OA2

, é

. December. 17, 1974

My dear Colleague:

Thank you for your letter of October 23
in which you outline some of your views on the

question of federal financial assistance to the ‘ |

British Columbia Ferry System. '

As I am sure you are aware, the Ministry '
of Transport has been involved in looking at some ,

of the financial and other long-term implications

of providing assistance to the British Columbia 4
Ferry System. I understand that this investigation

in the Ministry has now been broadened to consider

assistance to other transportation projects in

British Columbia, which might be given in lieu of

support to ferry services.

I have been informed that the October 23

meetings on this issue involving yourself, Mr.

Marchand and Mr. Strachan, Minister of Transport

and Communications in British Columbia provided a

The Honourable Ron Basford

Minister of Revenue Canada

: House of Commons

? , Ottawa, Ontario

, K1A OA6

iy
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good opportunity to express some of the views which

you expressed in your letter to me. I understand

further that it was emphasized to Mr. Strachan. that;

a) providing financial support to the pro-
vincial ferry service would entail a sub-
stantial change in federal government

policy; and

b) the possibility of providing alternative
forms of assistance for British Columbia:
could be considered,

There remains, nevertheless, the importance !
of clarifying some of the alleged constitutional
obligations which are outlined in the British Columbia
submission. The provincial . contention, as you know,
is that the federal government has failed to fulfill
its obligations. with regard to certain clauses of
the Terms of Union. These constitutional claims are
presently being investigated by federal legal officials.

I expect that some of the above considera-
tions will be dealt with in the Memorandum to Cabinet
which will be coming forward from the Ministry of
Transport in the very near future. I look forward
at that time to receiving your views on what course
of action the federal government should be adopting
with regard to the British. Columbia Ferry System.
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i October L6th, 1974. - ,

\ 7 / A
yeciud OF OF

———e

The Rt. Hon. Pierre E. Trudeau,
. P.C., G.C., M.P., i —
Prime Minister of Canada,

Ottawa, Canada. . | /

Dear Mr. Prime Minister:

‘I am enclosing herewith for your
personal attention a copy of British Columbia's
submission to your government for financial
assistance to government ferry services in
British Columbia. I will not in this letter
reiterate what my government considers to be the
very cogent arguments that can.be made in support -
of a substantial federal contribution to what is
essentially a link in the Trans-Canada Highway |
system. These reasons are set out in the brief
and are based in part on constitutional grounds
and on the treatment given to other provinces in
similar situations. -

. My Minister of Transport and Communi-
cations, Mr. Robert Strachan, anticipates meeting
with your colleague, Mr. Marchand, in Ottawa on
October 21st. to embark upon serious discussions
on this subject and I wanted you to receive a copy
of the provincial brief in advance of that meeting.

Yours truly,

; 
- 900022



Document disclosed under the Access to Information A¢t -. wv .- . 
Document divulgué en vertu de la Loi sur I'accés @ linfornhationNot

+? Pre Minister Ministre
- eB Revenue Canada Revenu Canada re

\

October 2%, 1974

é |

‘Right Honourable Pierre RE. Trudeau, P.C., Q.C., M.P.,. j
. Prime Minister of Canada,
East Block,

Ottawa, Ontario.

My dear Colleague: 
‘

Last week Jean Marchand and I each met with Robert
Strachan, the Minister of Industry of British Columbia, to

- discuss the issue of possible federal assistance to B.C,
ferries. I understand that officials from the Privy Council
Office and Department of Transport are preparing a policy
paper on the problem. Premier Barrett may also raise the
issue with you during his visit. I would like to contribute ‘
the following thoughts on the problem. -- {

British Columbia has requested that the federal govern-
ment remit customs duty on its purchase of a Swedish ferry,
waive sales taxes on supplies of fuel Oil, building materials
and other items used for operation of the B.C. ferry system,
and possibly contribute a subsidy towards operating expenses
or capital assistance of some form.

My Department has agreed to the remission request and
it will be considered by tne appropriate interdepartmental
committee on November 5. As you know, Cabinet has considered
the sales tax problem twice previously and decided against
B.C.'s request. In 1966 Cabinet agreed to end all intra- :
provincial ferry subsidies. - . :

TT
The question remains, what can we do to assist B.C.'s

transportation difficulties? I suggest the following approach.
/ Rather than become involved with ongoing subsidies, capital

assistance or removal of the sales tax - where we will receive |
very little political credit and perhaps create troublesome :
precedents ~- we could offer to complete. by ourselves one of _ ;
the projects proposed in the Federal B.c. North-West Transpor- 1
tation Agreement, or some other capital project in B.C. where
we could obtain 100% of the political credit. Discussions are
now proceeding with the province on ways to finance the 4
construction of the Ashcroft-Clinton Railway By-Pass and the ¥
development of general commodity and bulk handling facilities
at the Port of Prince Rupert.

\ 000023
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There have been delays, particularly with regard
to Prince Rupert, in obtaining agreement from B.C. on a
cost-sharing formula. An offer to develop Prince Rupert, ,
construct Ashcroft-Clinton, or some other agreed project,
by ourselves in lieu of ferry assistance would both be a
positive contribution to B.C. and would ensure a more visable
£ederal presence with the resulting political credit.

I hope these thoughts may be of some use to you in
your forthcoming discussions with the Premier.

“Yours Sincerely,

ou Cl ‘ - : :N Lee X\ mo
\

cc: Hon . Jean Marchand

000024
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The Honourable R.S. Basford,

Minister of Revenue,

House of Commons,

Ottawa, Ontario

K1A OL5

My dear Colleague:

Thank you for the copy of your letter of

October 23 to the Prime Minister which was sent fol-

lowing the discussions with Robert Strachan on the

subject of British Columbia's request for federal

assistance to B.C. FERRIES. I was particularly

interested in your views on substitute assistance,

that is, negotiating federal assistance for trans~

portation projects in B.C. not linked to the ferry

system, but understood to be in lieu of assistance

to ferries.

I have been concerned that initiating assis-

tance to B.C. FERRIES would open up a new avenue of

assistance - one that could escalate and be difficult

to control in the years ahead. Also, assistance to

B.C. FERRIES could encourage or renew demands for

assistance from other provinces, where we have been

methodically following a policy of withdrawing from

federal assistance to intraprovincial, road-link type

ferry services in accordance with a 1966 Cabinet

Decision. In fact, I will point out to Mr. Strachan

that the payments to Ontario and to Quebec, which are

described as "assistance" in the paper he handed to

us, are actually payments which “buy-out” and ter-

minate the federal responsibility for certain ferry

services in those provinces, in accordance with the

policy established by Cabinet.

I have also felt that, in view of the number

of major federally~sponsored transportation projects

already in progress in British Columbia, it might be

wise to re-examine our overall position before com-

mitting any additional federal expenditures. For

this reason I withdrew a Memorandum to Cabinet which

had been prepared on the B.C. FERRIES issue earlier

oeef2

Typed: November 18, 1974
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this year. I am particularily glad that you seem to

share my reservations on this issue, and I am grate~

ful for your view, which I share, that some sub~

stitute assistance project should be sought which
will be a better exhibit of federal presence.

It does not appear, on the basis of pre~
liminary study, that the province has a strong case
in the matter of unfulfilled federal constitutional

obligations, as referred to in Mr. Strachan's paper.
However, I have asked officials within my department

to work closely with the Privy Council Office in
examining these claims, and as well to prepare a

position paper. I look forward to receiving your
suggestions in detail when this paper is discussed
in Cabinet.

Yours sincerely,

Jean Marchand

000026
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550-11-=8

January 2, 1974.

Dear Mrs. Robinson:

Thank you for sending me copies of

recent correspondence from the Prime Minister to

the Honourable Ron Basford and to Premier Barrett

on the subject of Federal assistance to British

Columbia, with particular respect to their ferry

system.

As you know, Mr. Stoner is recuperating

from minor surgery, and will not be returning to

this office until later in the month. However,

I am sending this correspondence out to his home,

as I am sure he will want to see it.

Yours sincerely,

me ,

Srtigicas Ste
. WARES Ys C3 %Baa ceieg

J.Y. Clarke;
Executive Assistant.

Mrs. L.C. Robinson,

Privy Council Office,

House of Commons,

Oteawa, Ontario,

K1A 0A3.
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PRIVY COUNCIL OFFICE BUREAU DU CONSEIL PRIVE 97 ae

AUG

: Ottawa

j K1A OA3

December 17, 1974

Mr. J.Y. Clark

Executive Assigtant

Deputy Minister's Office |

Ministrp.of Tfansport -

Tower 'C'\ P¥ace de Ville,

Ottawa, Ontario

K1A ONS

Dear Mr. Clarke:

Attached, ,for your information, are copies of

recent correspondence regarding the British Columbia

Ferry System. This includes a letter dated December 17

from the Prime Minister to Premier Barrett and a letter

of the same date to Mr. Ron Basford.

Yours sincerely,

Since fe anton
Louise C. Robinson

RECEIVER)
DEC 31 1974

. OFFICE OF THE on

DEPUTY MINISTER | Bi

TRANSPORT =f ow cg tS i
4 Pye
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4

Document disclosed UnNGer TNE ACCESs CO INR ee

Document divulgué en vertu de la Loi sur faccés & l'information

000029

|



fs : Document disclosed under the Access to {nformation Act -
Document divulgué en vertu de la Loi sur I'accés @ l'information

239044

550-11-8

12 December 1974

Mr. Louis Reynolds,

Office of the Constitutional Adviser,

Privy Council Office,

48 Sparks Street,

Ottawa K1A OA3 Ontario.

RE: B.C. Ferries

Dear Mr. Reynolds:

Thank you for your letter of December Sth and the

material which you forwarded.

Yours truly, ,

C.K. Kenedy,

: Aare TM |

Assistant Counsel.
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Mr. Illing - DEL 16 1974

Adminis: r a. Oy,

] agre ° 
ming

e ' 
Acminis. raiguy

I 

ionae , Eau

2. I hope you are right in
! final para. I find it more

difficult to identify progress
| on specifics - but I may not be

as close as you to this,

16-12-74
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“Government Gouvernement
of Canada du Canada

MEMORANDUM ye DE SERVICE

s 550-//-8
[ | SECURITY - CLASSIFICATION — DE SECURITE

o ty
A OUR FILE — N/REFERENCE

L_ | 6
[ a YOUR FILE— V/REFERENCE

FROM AMTA

DE DATE
| _| December 12, 1974.

SUBJECT

oaeT MR. BASFORD'S COMMENTS ON B.C.'S

CGSB STANDARD FORM 22d

-TRANSPORTATION PROJECTS

In some respects, Mr. Basford has some valid points.

However, it is very important to understand the feeling of the

B.C. Government related to financial participation in both the

Northern Rail Development and the development of the Port of

Prince Rupert. The B.C. Government insisted on financial

participation in the rail development and is equally insisting

on financial participation (50%) in development of the Fairview

Terminal at Prince Rupert and in other Prince Rupert port

developments.

The way we read the situation, I would say that

it would be construed adversely by B.C. if the Federal Government

were to suggest 100% federal financing of the Northern B.C.

Transportation Projects.

Finally, it is not true that the B.C. projects are

going nowhere except on a study route. Positive progress is

being made on a number of fronts. Perhaps the area where we

need to accelerate activity is related to some implementation of

Colin Hudson's proposals on Rail Access to Vancouver.

De
——>> R. Illing.

c.c. XPPP TD fork Sf s

7540 21-865-8699 FORMULE NORMALISEE 22d DE L’ONGC
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i Government Gouvernement ,

of Canada du Canada MEMORANDUM NOTE DE SERVICE

oo | SECURITY - CLASSIFICATION — DE SECURITE

toy Mr. G. 1a scoser Shon
A ; OUR FILE — N/REFERENCE

L |
-

| YOUR FILE — V/REFERENCE

rR A.R. Conboy, DPI
DATE

[ _| December 9, 1974

SUBJECT

OBJET B.C. FERRIES

Apropos the scheduled meeting between the

Minister and Mr. Barrett December 13, the attached are

notes on the B.C. ferry issue which has been of paramount

concern to the Premier. A Memorandum to the Minister
is also attached for your use in covering this brief.

M. E. Butler is in Victoria now and plans to

remain there to join the Minister as required on

Wednesday and again on Friday at the scheduled meeting

with Premier Barrett. He is completely familiar with

the B.C. FERRIES subject (and the Deputy's views on

this subject) and also can brief on Surface Administration

matters should the need arise.

Leuk
A. R. Conboy

c.c. DMEA

XPA

000033
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MEMORANDUM TO THE MINISTER

B.C. FERRIES

Attached are notes on the present situation
respecting B.C. FERRIES for use in connection with your
meeting with Mr. Barrett next Friday.

Mr. M. B. Butler intends to be available in
Vancouver and Victoria to accompany you on your visits
this week. He can brief you further on this and other
current issues which might come up in conversation with
the Premier.

QU. ur Citned by,

Oc Seoit
for

0. &. Stoner

scat> yootyoy. Hono
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Briefing Note for the Minister

B.C. FERRIES |

Background

This issue began two years ago with the visit of

Premier Barrett to the Prime Minister, initially requesting 40%

ship building subsidies for British Columbia. Subsequently, the

Prime Minister responded that this avenue of assistance was not

feasible but that other mechanisms for providing assistance to

B.C. FERRIES - which was the whole objective of Mr. Barrett's

approach to the Prime Minister - would be explored.

| |
In June 1973, the Prime Minister asked the Minister of

Transport to prepare suitable mechanisms of assistance for

consideration by Cabinet.

A paper was prepared and coordinated with PCO, TBS, a

and DPW. However, this paper was withdrawn in May 1974 and was |
not considered by Cabinet Committee. The Minister was concerned
at the escalating total of transportation assistance to B.C.
(well over $300 million in commitments). Furthermore, there was
concern that any assistance to the B.C. ferry system might open
the door to significant and difficult-to-control future demands
for continuing assistance, regardless of the mechanism of assis~
tance devised.

The subject of assistance to B.C. FERRIES has been | 2
raised by B.C. representatives at almost every meeting of the ‘
Federal-Provincial Committee on Western Transportation. However,
it has clearly not been a subject of much interest to western.
provinces other than B.C.

On October 16, 1974, Mr. R. Strachan, Minister of

Transport and Communications for B.C. visited the Minister, and
also visited Mr. Basford. He presented the long awaited B.C.
paper formally putting the case for federal assistance to B.C.
It is understood that the Minister of Transport did not hold out
hope that the federal government might assist B.C. FERRIES;
however, he indicated that there were other transportation
projects in B.C. where a federal contribution could be made,
and that such assistance could be provided on the understanding
that it was in lieu of assistance to the ferry system. _

Mr. Basford has recently written to the Minister

with views that support the Minister's approach and with the
additional suggestion that the Federal government could choose
a transportation project to support which was 100% a federal
roject ~ thus exhibiting clearly the federal presence. Mr.
asford's concern about supporting B.C. FERRIES was that this
sSistance would not be as visible and would not demonstrate

¢
rey

ederal presence adequately.

£

rho Do
.../2
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A new Memorandum to Cabinet is being prepared for the
Minister's consideration.

Present Situation - Intra-Provincial Ferry Assistance

While the federal policy on ferries is not wholly

consistent, at this time, there has been a consistent effort to

apply a 1966 Cabinet decision which stipulated that the Federal

Government withdraw from responsibility for ferry services in

Canada which are intra-provincial, road-link, in nature. Some

services which contravene this instruction still exist, notably

in the Atlantic provinces and Mr. Barrett's paper points out.

these inconsistencies.

However, the Federal Government has extracted itself

from assistance to intra-provincial ferry services in the

provinces of Ontario and Quebec. Mr. Barrett's paper to |

misleading in referring to $3 million worth of assistance in

Ontario and to the assistance to Quebec ferries. Payments were

negotiated as part of the settlement with these provinces for the

permanent withdrawal of further federal assistance. They were,

indeed, "buy-out" payments.

Inasmuch as B.C. FERRIES is strictly iiutra-provincial,

the Federal Government could not provide assistance without

overturning a policy which has been introduced with other provinces.

It should be noted, in fact, that the Federal Government is

currently negotiating with New Brunswick and Newfoundland to

remove intra-provincial services in those provinces from federal

support, and assistance to British Columbia would be incompatible

with these moves.

It should be noted, however, that the Federal Government
does assist B.C. coastal services, which are not considered to be

"road-links! This is provided by the CTC and the total in

the coming year may reach $4 million.
>

Present Situation - Constitutional Claims by B.C.

B.C. do not acknowledge the federal position that allows

federal assistance to be given to inter-provincial services,but

denies assistance to intra-provincial services. They point to the

large federal subsidies for East coast ferries (over $40 million

per year) and state that ferry services are as important to B.C. as
they are to the Maritime provinces.

The new arguments in B.C.'s October paper are basically:-

that Canada has obligations under the terms of

union with B.C.; secondly, alleged obligations

respecting inter-~provincial and international

transport; and thirdly, alleged obligations

under the Trans-Canada Highway Agreement of 1950.

22/3
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While these claims have not been completely

researched, preliminary work by the constit-

utional lawyers in PCO points to there being

no case for the B.C. claims from a strictly

legal and constitutional view point.

“Action

Full examination of the question is still underway,

and a Cabinet will be asked to consider a response to B.C.

either in January or February. A substitute project for federal

support in British Columbia may be proposed at that time.

Policy, Planning and Major Projects Branch,

December 6, 1974
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Re: B.C. Ferries

Dear Mr. Kennedy:

I have recently been asked by Mr. Haney of the

- Privy Council Office for advice concerning the British

Columbia claim for financial assistance for ferries.

Since this is a matter about which you are undoubt-

edly concerned, I thought you might appreciate receiving

copies of the memoranda I prepared for Mr. Haney.

I am therefore sending you copies of those memo-

randa together with a copy of the British Columbia's

submission requesting financial support for B.C. Ferries.

Yours sincerely,

a.ty YW:

. * Louis nea.
Office of the Constitutional Adviser
Privy Council Office

Mr. C. K. Kennedy

Assistant Counsel

Legal Services

Department of Transport

Place de Ville

Tower C

23rd Floor

OTTAWA, Ontario

K1A ON5
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pRITISE COLUMBIA'S SUBMISSION

FOR

FEDERAL eTNANCTAL SUPPORT

TO

GOVERNMENT PERRY SERVICES

IN

' BRITISH COLUMBIA
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‘te is British Columbia's submission that Canada

has not since the time of Confederation fulfilled its

obligations ‘to provide financial assistance for a i

reasonable and adequate ferry system necessary for freight

transportation, communications, and passenger and mail

service, to Vancouver Island and thé other Islands off

the West Coast of the Canadian Mainland.

It is the Province's view that Canada's obligations
: :

to provide financial assistance towards capital expendi-

tures and operating costs of such ferry services, many of

which are now provided by the Province, can be found to
+

exist on several legitimate grounds. This submission seeks

to highlight some of these grounds.

Document divulgué en vertu de la Loi sur I'accés &@ l'information
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To appreciate British Columbia's position, it is

first important to trace the history of the colonies of |

the Pacific West Coast (Vancouver Island, Queen Charlotte

Island, British.Columbia, and the Stikine territory) from

the time of first colonization through to Confederation

with Canada,

The colony of Vancouver's Island was first constituted

by the Charter of the Grant of Vancouver's Island to the

Hudson's Bay Company by Queen Victoria on January 13, 1849,

/ Richard Blanshard was appointed the colony' ‘gs first Governor

shortly thereafter, and was followed by the arrival of the -

first colonists. Settlement of the colony was slow and it
i . remained largely a fur-trading extension of the Company.

“In 1852, the discovery of gold on Queen Charlotte's

Island led to the extension of Colonial’ Government there.

- James Douglas, Blanshardts successor, was commissioned

Lieutenant-Governor of Queen Charlotte's Island,

By 1858, discovery of gold on the Mainland of British

Columbia resulted in a large influx of American miners, The

British Colonial Office rose to the occasion in declaring the

Queen s influence in the Mainland. area as well. James ‘Douglas a
was commissioned Governor for British Columbia and thus, a new nee

colony became established on the Mainland, py ae
ery

ce sat
“Ayhe $ .
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In 1862, the Stikine territory, to the North of the

Mainland Colony of British Columbia, became attractive to

those searching for gold. The result was that the boundaries

of the Mainland Colony became further extended to include the

Stikine territory, Thus, the boundaries of British Columbia,

as they are known today, became established.

Following his appointment as Governor of the Mainland

of British Columbia, Douglas governed the colonies until

1864. In 1864, separate Governors for Vancouver Island. ny

and British Columbia were appointed, allowing the colonies a a

to go their separate ways. However, in 1866, because of oo

adverse financial conditions and political expediency, a fp elyy

merger of the two colonies was consummated.

It is “important to bear in mind that this union of om
the colonies on the Pacific West Coast was concluded in an | 7 .

era in British-American Colonial history, when the view of

che Colonial Office was strong in urging regional unions

‘Of colonies, with the ultimate object of Confederation, This

was evidenced in another context by the obvious Colonial

Office support of the Lieutenant-Governor of New Brunswick,

in his efforts to effect union of the colonies of “ova Scotia,

New Brunswick and Prince Edward Island on the Atlantic West.

Coast. As history bears out, the Charlottetown Conference

in September of 1864 was called specifically to consider such

a union of colonies. However, the Atlantic Colonies' efforts Po

000045 ’
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became directed to a broader purpose. With the attendance

of the Canadian Provinces at the Conference, a larger

Confederation was urged and resulted ultimately, in

Confederation of 1867,

The union of the colonies on the West Coast did little

more than establish one Government. The financial conditions Pos

; ; ‘

of the member colonies remained the same. Transvoortation and ke

communications indicated a natural route to union with the

United States. On the other hand, political tendencies and “ao

common heritage favoured the union of.the new colony with the it.

Provinces of Canada. Ultimately, the Canada route prevailed,

‘and the new colony of British Columbia joined Confederation

on July -20, 1871.
*

It is important to remember that, whereas the union of be

the Maritime Colonies, urged by the Colonial Office, was . Io

concluded in Confederation with the other Provinces of

Canada by each colony entering thereto as a separate

entity, the union of the colonies of the West Coast was ‘ '
+ : . . .

concluded before joining Confederation.

By accident of history, the Maritime Colonies entering

Confederation as individual colonies rather than united (as Pe

’ : y

.in the case of the Pacific colonies), have maintained a better a

bargaining position with Canada, as separate provinces, and

have fared much better in terms of Federal financial supnort

for ferry operations than has British Columbia,

a ~~ en 000046

a



+

a

ee ee
ee

ILI, THE CASE FOR FEDERAL ASSISTANCE

~ + POR BRITISH COLUMBIA FERRIES
.

Document divulgué en vertu de la Loi sur I'accés a@ hinge

cn cB

++



Wee NOT pre

ROPE in 2 LEAS 2 Arms oem

aes

ey mant diccloced under the Access to information Act-
Document disclosed under the Access to Information Act -

- 5 =) , : Document divulgué en vertu de la Loi sur acces a information

A. CONSTITUTIONAL OBLIGATIONS

The Perms: of Union of the Colony of British Columbia

with Canada were settled on May 16, 1871. ‘The terms and

conditions of the union were tramed in a manner recognizing

that British Columbia was isolated from the other provinces.

of Confederation. Because of this exceptional geographic

circumstance, assistance by Canada was to be given for the

provision of freight transportation, communications,

passenger and mail service, from the other Provinces of

Confederation, not only to the British Columbia Mainland,

but to Vancouver Island. The object of such assistance was

(to, support and promote the economic development and growth |

of the new West Coast Province, and to strengthen Confedera-

tion by extending Canada's influence from Coast to Coast.

1. Specifically, section 4 of the Schedule of the

Terms of Union of British Columbia becomes more obvious in

its intent. . .

.¢

"4, The Dominion will provide an efficient mail

service, fortnightly, by steam communication

between Victoria and San Francisco, and twice |

a week between Victoria and Olympia; the vessels

“to be adapted for the conveyance of freight and

oassengers,”

000048 |



Document disclosed under the ft :

Document divulgué en vertu de la Loi sur f‘accés a fir

It is readily evident that one of the conditions of

British Columbia's entry into Confederation was to main- . Ge

tain lines of communication and transportation between ‘

Victoria, as its Capital, and the Mainland continental , 7

ports of influence at that time,

The condition for a steam connection between Victoria

and San Francisco was important to the development of the |
Province, as San Francisco was the major centre of shipping,
trade and commerce on the West Coast at that time. British

Columbia required the service if such development was to

become a reality.

'

The. service was never provided by Canada,

The. covenant by. Canada to provide a ferry Service,

twice weekly, between Vancouver Island and the Washington

Mainland, was a further example of recognizing British
Columbia's concern for the development of the West Coast
Province at the time of Confederation,

+

The service ‘was never provided by Canada.

At the same time, the benefits of Canada's providing

such services were not altogether singular in benefit to

British Columbia, It is clear that the need for Canada

to express some international influence as an emerging

Nation could only have been. furthered by maintaining

‘

, 
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Rocky Mountains to connect the seaboard of
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connections for freight transportation, communication,

passenger and mail service, with international ports.

It is therefore British Columbia's submission that

Canada's obligation under section 4 of the Terms ‘of Union

has never been discharged. Because. of Canada's failure

to initially provide such services, further logical

development of the services to an acceptable present-day
level, has never been the privilege of British Columbia.

2, Moreover, the further undertaking of Canada by

clause 11 of the Terms of Union to provide for the

construction of a railway from the Pacific towards the

British Columbia

with the railway system of Canada, was not satisfactorily

discharged by stopping the railroad at a terminus in

Vancouver, |

"1d, ‘The Government of the Dominion. undertake to
secure the commencement simultaneously, within

two years from the date of the Union, of the

donstruction of a railway. from the Pacific

towards the Rocky Mountains, and from such

point as may be selected, east of the Rocky

Mountains, towards the Pacific, to connect

the seaboard of British Columbia with the

railway systém of Canada; and, further, to

secure the completion of such railway within
~

ten years from the date of the Union."

yermatlon act _
c hing i

Bt ge pt
000050 *;



Document disclosed under the Ac

- @ - . Document divulgué en vertu de la Loi sur I'accés & I'in; prridtion
. . . aa

History shows that at the time of the construction

of the railway, much. discussion took place between British

Columbia and Canada about a railway crossing connecting

Vancouver Island with the Canadian Mainland at Seymour

Narrows,

If the railway could not be extended by a bridge to

Vancouver Island, it is logical that a proper ferry system

maintaining this connection would be considered as a practical

‘and financially viable alternative for Canada to provide.

It is obvious, from reading the Terms of Union, that

- Canada. and British Columbia considered such a link imvortant.

It can also be argued that the undertaking of Canada by

the Terms of Union expressed a responsibility to provide,

at a very minimum, a proper and adequate link of the cavital

of. the new orovince with the rest of the Provinces. of Canada.

4

The absence of the fulfillment of such undertaking

ainiti&lly does not now obviate the obligation of Canada

to fulfill its undertaking,

It is reasonable to expect that for a viable and

working Confederation, the provision of a natural link for

Freight transportation, communications, passenger and mail

services to connect the capital of each of the provinces

of the Union, would be indicated,
N

ays
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3. °° By the Terms of Union, Canada has pledged to treat

all provinces in equity; ‘and provide to British Columbia

such services as are provided to other Provinces,

Section 5 of the Terms of Union of British Columbia

with Canada provides that Canada undertake to assume, and

defray such charges for services. which appertain to the

General - Government, and "such further charges as may be

incident to and connected with the services which, by the

British North America Act, 1867, appertain to the General .
tne.

Government, and as are or may be allowed to other Provinces."
~

In spite of the Dominion's covenant to treat British

ps _ Columbia in the same manner as other provinces, Canada nas- oR

not extended to British Columbia the benefit of federal
o

‘ support for ferry services that it has extended to ferry wee
an

services in other Provinces of the Union, upon terms which

would indicate that British Columbia could similarly

; i quality for assistance,
Se ee
Sa
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B. TREATMENT GIVEN TO OTHER PROVINCES -

Canada is. presently heavily Supporting financially, and

-has done so for some years, in the maintenance, operation

and capital outlay of ferry and coastal services on the

Atlantic: Coast, the St. Lawrence River, and on the Great

:Lakes, (TAB 1). British Columbia's request for financial

contribution is therefore in keeping with Canada’ Ss ‘financial
support elsewhere.

Some examples of capital expenditures, alone, towards
~

such ferry and coastal services include:

$3,351,000 for a ferry terminal between gaint

‘John, New Brunswick and Digby, Nova scotia (1970),

2. $6,999,000 for a ferry terminal between Saint

John, New Brunswick and Digby, Nova Scotia (1971),

3. $15,000,000. forgiveness on the balance of a

loan for the acquisition and construction of
1 two vessels for ferry services between New

Brunswick and Prince Edward. Island (1972),

4, $3,000,000 for construction of ferry terminals

for ferry service between Tobermorey and South

Baymouth, Ontario (1973),

5. $3,009,090 to aid in construction. of an ice-

. breaker ferry vessel for Quebec, (It is to be
noted that the Department of Regional and

Economic Expension of Canada has contributed a

es
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further $3,900,009 for the construction of this
 - a

uo , “S
. 

x ,

vessel. 
i

: ye
es

To date, British Columbla has. received no contrib
ution os

: cae

. - . . ot,
whatever for operating exoenses or capital outlays: for ferry Rs

. . ot 7 had

and coastal services or for terminal facilities.het ante :Fee AAA AD RR AOE Bn ee SA ARE NSE Er OP me
. ee) .

f It is clearly evident that in addition to Canada's

direct financial assistance towards such services
, Federal

Crown. agencies such as the Canadian National Railway 
are .

heavily committed to providing such services and termina
l a

facilities. (TAB 2). 
. a

res

' . gt
‘ Canada argues in support of the propriety of providing 

val
‘ 2 ; ° . ‘ bat ie

of providing ~ (pe
such services, (as opposed to the propriety

such services ‘for British Columbia) on the ground that they

are either:

i. Services provided under a constitutional obligaa

: tion to, such province; oF

‘2. Services between two provinces and as such
 are

* 
.

Canada's responsibility as providing inter- 
ta,

provincial transportation; or . be
. . i; ny

3, Services between Canada and United States being 
se

. 
aa

international transvortation, and as such are .
Hea eee en en 7 . L

. . . : F
: Canada's responsibility. 

oo. /

, ‘4 ” : . 4
bt

ke
F mI

. 
we

we. 
we

he. . 
yo

Fro . Ct b
. pene ate ti , : 000054

fy Ra tome OO a LR ig mL FH Hoenn Se en Ee — a . 0



Document disclosed under the Access to Informatiqn Act --

~ 12? - ‘ Document divulgué en vertu de la Loi sur I'accés a lin} formation
. . PA gy

(1) British Columbia's foremost argument earlier stated,

is that Canada has failed to discharge its Constitutional

obligations, which it submits are similar in nature to those

presently being discharged by Canada to the Fast Coast

Provinces,

(2) Inter-Provincial Transportation

Canada has supported the East Coast ferry services in

the past, maintaining that. they are the Federal responsibility

as. they assist in inter-provincial transportation.

An: examination of these East Cdast services indicates

that many but not all are between two points of two different

‘provinces. (TAB 3). The size and the nature of the services .

are in many ways comparable to those vrovided by British

Columbia. (TAB 4)._ |

However, in cases other than British Columbia's,

: Canada assists other provinces in providing ferry services

between two different points in the same province.
- , r ; :

The ferry service between Tobermorey and South Baymouth

is an excellent example of an intra-provincial ferry service

that has received substantial financial contribution from

Canada, This particular service was operated by the Owen

Sound Transportation Company Limited from 1943 to 1969 and was

subsidized in part by Canada, In 1969 the subsidy was shared

°
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equally by Ontario and.Canada. During this time, because

of the service's increasing popularity and because of the

oo.

potential to increase tourism to Manitoulin Island and

other points in northwest Ontario,. Ontario was considering

providing the service, itself. Thereafter, negotiations

between Ontario and Canada resulted in an agreement between

the Provincial Minister of Transport and Communications and .

the Federal Minister of Transport. $3,000, 000 was contributed

by Canada in addition to the normal Fedéral shipbuilding

subsidy, in addition to the ‘responsibility to maintain the

wharf structures, and to maintain the width and depth of the

channels.

Such an example of Federal- “Provincial co- operation: is
?

most encouraging to British. Columbia in its present request

for financial assistance.

(3) International Transportation

| In any event, British Columbia's ferry services are
used for transportation to and from points within the

province and centres of trade and manufacture elsewhere

The ferry services are also used extensively

for tourism during the summer months by other Canadians.
'

Records indicate that the annual volumes of out-of-province

_ vehicles have risen Sharply during recent years. (TAB 5).

— wee
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year using such services shows that out-of-province use
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Examination of the increases in the total annual

traffic volumes using such. ferry services would indicate

that the use by out-of-province vehicles cannot be expected

to decrease appreciably. (TAB 6). In fact, examination of

the total volume of traffic over the period of the:whole

in 1971 alone, ranged from between 58% in the winter months

to a peak of almost 333% during the summer months. (TAB 7),

It is therefore submitted that the ferry services

provided by British Columbia are used for inter-provincial .

transportation, and do qualify for Federal assistance from

Canada, even though two different provinces are not

connected by such services,
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The first memorandum of agreement between the Govern-

ment of Canada and the Government of British Columbia

respecting a highway across Canada provided for the sharing

| | The trans-Canada Highwayof costs of construction thereof.

agreement of 1950 contains in its preamble the following:

“whereas the Governments of Canada and the |

province recognize that the completion of

a Trans-Canada Highway is necessary to assist

in-creating a better means of communication -

petwéen all provinces in Canada and in promoting

the economic development of Canada generally :"

on British Columbid 's mainland coast, the Trans-~

Canada “Highway stops at Horseshoe Bay near Vancouver.

On Vancouver Island, the ‘Trans-Canada Highway runs from
TheNanaimo south to Mile O of the highway in Victoria.

ferry service between the ‘mainland British Columbia and

Vancouver Island. connects these two terminals of the Trans-

Canada Highway. {TAB 8).

It is British Columbia's position that this ferry *

‘service is a logical Link in the Trans-Canada Highway.
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Canada has refused to provide. financial contribution

to the construction of the ferry terminals at these points

and to the maintenance of such services, A proper dis-

charge of Canada's obligations thereunder would have

included assistance in providing such services,
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D. INTERNATIONAL SERVICES

British Columbia enjoys no international ferry

services to which Canada has contributed financially.

This service has been left to the private sector in both

countries.

Present international ferry services on the West

Coast include an infrequent service between Anacortes,

Washington, U.S.A., and Sidney, British Columbia, operated

by Washington State Ferries and, a service from Port

Angeles, Washington, U.S.A., to Victoria, British Columbia,

operated by the Black Ball Ferries Limited, a privately-

owned company with its head office in Washington State.

Neither service is adequate to serve the needs of British

Columbia,

By contrast, the .East Coast international ferry services

enjoying Federal financial assistance include:

. 1. ferry services between Yarmouth, Nova Scotia

and Bar Harbour, Maine, U.S.A, This vessel

is owned by the Ministry of Transport and

operated by the Canadian National Railway,

its operating deficit is carried by the

Ministry of Transport and its operation is
financed by Federal-Provincial agreement.

3° Sibbedeias .
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2. The service between Kingsville, Ontario and

Leamington, Ontario via Pelee Island to Sandusky,

Ohio, U.S.A. The vessel is owned by Canada's -
Ministry of Transport. and operated by the

Pelee Shipping Company Ltd, The Canadian

Transport Commission is providing funds in the
form of an operating subsidy under the National

Transportation Act. an

It is also of concern to British Columbia that reliance-

on foreign ferry services to provide such an important and
~

Vital link between Canada and the United States of America,
é

‘is-not in the best. interests of the country, as a whole,
.
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British Columbia owns and operates a modern anda

efficient fleet of ferries servicing the Mainland Coast,

Vancouver Island and the Gulf Islands. (TAB 9).

The estimated capital cost of acquisition of ‘the

ferry services' 24 vessels as of March 31, 1973 was

$69,217,957.00.

The estimated ‘capital cest of the ‘services! terminal
facilities as of March 31, 1973, was $9,689 ,379.00.

In.the year ending 1973, the ferry services carried

‘in excess of 8,338,000 passengers and 3,081,000 vehicles,

‘and travelled over 900,000 miles.

The statements of Irmcome and Expenditure for the
4
he

periods ending March 1972, and March 1973, and March 1974,

‘indicate a net loss on the. operation of the services to the

people: of British Columbia in excess of $10,000,000.00 each
year. (TAB 10).

e

The services are. presently being used to their fullest

capacity and it is clear that additions to. the fleet and

modifications to terminal facilities are necessary if the

needs (of the people of Canada and British Columbia are to.

“be served. adequately.
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Although the Government is presently making a

substantial financial commitment to meet the forecasted

crises in marine transportation, the new additions to the

ferry fleet may not be ready until 1976. There is no

assurance that the additions will keep pace with the

demand for service,

In the interim, there is the attendant delav and:

inconvenience to passengers using an already over-

utilized service...

If British Columbia and Canada“are to discharge.

théir obligations impartially and adequately to meet the

anticipated increases in traffic provincially, nationally,

and internationally, large capital expenditures are

foreseen.

British Columbia can not continue to,.nor, it is

‘

e

- submitted, should it meet the burden of such costs alone,

1 Ps Ng :
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by hand

Novem er i5th, 1974

Meno co: ir. VW. b&b. Haney

tl*8 Fy € tr a xf
igo~Gsi

Re: B. C. FERRIES

I refer to your memorandum of Hevenber 4th, to
iwc. Reed concerning the British Columbia Ferry systen and
to Nr. Butler's letter to you of October 3ist.

Three different arg unents are made by British
7”
a

Colunbla in support cf its contention that Canoda chou iid
provide financial assistance, These are, respoctivel
first, tne alleged obligations that Canada has under ths
Terms of Union with British Colurbia, second, its alleced
oblications in respect of interprovincizl and international
transpertation end, third, its alleged cbhligations under the
Trans-Canada Highway Raercement os 1950. To dato I have only
had the benefit of reading British Columbia's most recent
submission and if may well be that there are more cocent and
subtle arguments to be made. on the basis, however, cof that
Gocument I do not see much legal foundation, as distinct

perhaps from what might be _considezed a polit zeal or a moral
one, for British Columbia's clain.

in respecte of the constituticnal obligations which
British Columbia says exist, I do not find amyvthing in Term
4, @erm S or Term Ll of the Terms of Union with British
copumbia that would lead me to conclude that Canada is
bi igated to defray the expenses of ferry service between the

mainland and Vancouver island. Indeed, it seems te me that
the wording of chose provisions is such that one woulc infer
that ferry services between cone point in the province and
another in the province have been designedly left out.
ritish Columbia's argument with reference to Canada's obii-~

gations in relation to interprovincial and international
rancport is essentially political. The only question ark

here being whether it could conceivably be said that the
ferries were nob a local work or undertaking but rather
constituted lines of steam or other shins extending beyond
the limits of the province, On the information I now have
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this appears doubtful. Neither do British Columbia's preten-

sions in respect of TransCanada Highway Agreement appear to

be soundly based in law, the manner of connecting the mainland

portion with the Vancouver Island portion of the highway having

been specifically omitted. ;
‘

in the circumstances, I should be inclined to view

British Columbia's submissions from standpoints other than

legal in assessing whether compensation ought to be vaid to

the province. If you feel the matter is of any real signifi-

cance, I can, of course, arrange to have it referred to the

Deputy linister of Justice for a formal expression of his views.

For the moment I assume this initial reaction will be sufficient

for your purposes.

Le Re

000066



Document disclosed under the Access to Information Act -

Document divulgué en vertu de la Loi sur I'accés a l'information

le 9 décenbre 1974

S . ~ Ty 

°Note a: M. We. LL, ianey

De: Louis Reynolds

Ret BB. C. Ferrics

* votre demande, je vous transmets mes commentaires
sur ia note préparée par le C.t.c, relativement a ce sujec.

A. Termes de i'Union

Clause 4

J'ai vérifié les informations du C.%.c. Wuanct au
Service qui avait été établi entre Victoria et San Francisco
et elles se sont avérées exactes. Quant au scorvice encre
Victoria et Olympia, il semble bien Gutii n'a jamais existdé,

Le C.T.C. fait aussi mention d'une lettre a sous-
ministre de la Justice adressée en 1925 au sous-ministre du
Commerce et dans laquelle il est dit qu'il faudrait cue la
législature de la Colombie-britannigue vote une loi & cet efter
pour que le Canada soit relevé de son opligation de maintenir
le service entre Victoria-ct San rancisco,

Il est vrai que cette ovinion fut émise ' ;
elle pourrait s'avérer utile si la Colonbie-brita
l'établissement ou le rétablissonent des services
question a la clause 4. Mais tel ntest was Le cas x
que le probléme doit plutdt étre envisagé sous i'a sul
il importe.veu de savoir si le Canada serait encore autourd'nui
légalement tenu d'établir ou de maintenir les services srévus
a la clause 4. L'important est plutét de savoir si ia Colombic-
britannique a raison de se servir de la Clause 4 wour démortrer
que le gouvernement fédéral est consticutionncllement cbhligé
Giaoporter son aide financiére i ~'ooération d'un service de
rerry entre deux points situés cans la province. Je suis
d'tavis qu'une telle Géduction est impossible puisqu'il Stagit
de services d'une nature fort diftérente.

wee Z |

|
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Le C.T.C. affirme qutil apnarattrait rais
que le service de ferry entre Vancouver et Victoria
considéré comme le prolongement Gu service Ge chemin de fer
tel que le service du C.N.R. entre Sydney et Port-aux-Lasques.

Dans ma note en date du 15 novembre, je vous Gisais
cue je ne voyais rien dans la clause 11 Gul me permettrait ce ‘
corclure gue le Canada est cblicé Giassumer les aépenses
occasionnés par le service de Serry entre Vancouver et Victoria.
J'ai effectué de nouvelles secherches A cet égard et je suis
toujours Gtavis que le Canada - rempli ltobligation cutil
avait assumée en vertu de cette clause,

QO Hn @es recherches m'ont toutefois vertis de découvrir
que le C.P.R. opére en ce moment, trois fois par jour, un
service de ferry entre Vancouver et Nanaimo. uJtai constaté
que la Colombie-britannique avait passé sous silence itexis-
tance de ce service qui, A ma COMMmalssance, Est créré sous
ltassistance financiére de la province. Ii acnaraitrait donc
fa.x Ge laisser.croire, comme la province le fait, qutelle
ussume seule les dévenses résultant de Ltopération de <ous les
services Ge ferry entre l'ile de Vancouver et Vancouver. En
outre, méme si je ne pense pas que le C.P.R. onére ce service
par suite dtune obligation constitutionnelle assumée par le
Canada, il est intéressant de noter Que ce service pourrait
ralsonnablement étre considéré comme le prolongement des
services de chemin de fer que ia compagnie cpére & la fois
sur la terre ferme (mainland) Ge la Colombie-britanniaue et
sur ltIle de Vancouver. 

,

Be. Traitement donné aux autres orovinces

ransport interprovincial

Le C.T.C. a raison de Gire gue le Canada abporte son
aide financiére au maintien des services de ferzy entre borden,
P.E.I. et Tormentine, N.B. et Svanev, N.S. et Port-aux-Easques,
N.Fld., & cause dtobligations constitutionnelles précises
prévues dans les termes de l'Union prévoyant ltcntrée de ltIle
du Prince-Edouara et de Terre-Neuve dans ia Confédération.
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4 
- 3.

En outre, 5e pense aqu‘il ntest pas Fondé en droit
Ge dire cue les services de ferzy opérés par la vrovince se
quailifient sour recevoir ltassistence Financiére @'Ottawa
warce qufils seraient utilisés pCur Cu transvort interorovin-
-Cilal ou international, enfin, méme si ces "ferries" pouvaient
etre considérés comme constitués ce lignes Ce bateaux
s'étendarnt au del des linites de ia province, je ne pense
quand méme pas qu'Ottawa serait constitutionnellenment respon-
sable de les assister financidvrement buisgque' la compétence
gue posséde le Parlement sur de tels ouvraces ou entreprises
en est.une législative seulement. ©

C. Trans-Canada Hichway

en c@ gui concerne cette route, je vous réfhre A
a premiére note dans laquelle jo Gisais que la fagon ce

relier ies Geux trongons de la route avait été spécificuerent
omis.des termes du Trans-—-Canaéca Sighvay Agreement.

Jte

utiles, Com

les mémes.

Ke}< oOooh
gue ces quelcues commentaires vous seront

e@ constatez, mes conclusions demeurent

1 un plaisir de discuter de ce SUZ Et
GHa 3

co

rPrmnM ORF 3 fylea &

avec vous ou M. Wilson, x S, S21 tel est votre désiz: :
EnZin, tel cue je vous ie disais, si le ministire des Trans-‘ports. désirait recevoir une Opinion Tormelle du sous-ninistre

“de la Justice, je crois qutils Gevraient alors contacter
leurs services juridiques.
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Nov 2 6 1974

Mr. W.l. Haney, AN—
Director,

Policy and Program Review Section,

Federai-Provincial Relations Division,

Privy Council Office,

48 Sparks Street,

Ottawa, Ontario.

Dear Bill:

RE: 6,.C. FERRIES

Attached for your consideration and use are

two draft letters of reply for the Prime Minister's

signature.

The first is to the Honourable R. Basford
who wrote to the Prime Minister commenting on a

discussion he had had with the Honourable R. Strachan

of British Columbia wherein Mr. Strachan had sought

federal financial support for the provincially-~operated

B.C. FERRIES system.

The other draft is a response to Premier
Barrett of British Columbia stating simply that the points

he had raised in a recent submission concerning the
possibility of unfulfilled federal constitutional obligations

in regards the provision of ferry services in B.C. were

new, and that a further response could be expected once

the government has had an opportunity to complete its

analysis.

Our respective staffs have collaborated in

the strategy of these responses.

Yours sincerely,

ORIGINAL SIGHED 8
Y

ME Butler

ME. Butler,

Senior Ministry Executive,

Policy, Planning and Major Projects. |
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DRAFT OO .

The Honourable David Barrett,

Premier of the Province of British Columbia.

Dear Mr. Premier:

Thank you for your letter of October 16,

enclosing your. government's submission for financial

support to government ferry services in British

Columbia.

I understand that Mr. Robert Strachan has

now discussed this with the Minister of Transport and

that Mr. Marchand has agreed to look into the matter

further, with particular attention to the clauses in

the terms of confederation between Canada and British

Columbia which have been raised for the first time, I

believe, in this submission.

I will review the points you have raised

and possible courses of action with Mr. Marchand, and

I hope to be in a position to reply to you shortly.

Yours sincerely,

Pierre Elliott Trudeau, P.C., QO.C., M.P\

000071



Document disclosed under the Access to inflation Act -
DRAFT Document divulgué en vertu de la Loi sur I'accé4 a l'informatic

' The Honourable R.S. Basford,

Minister of Revenue,

House of Commons ,

Ottawa, Canada,

K1A OL5

My Dear Colleague:

Thank you for your letter of October 23rd

commenting on’ meetings involving yourself, the Honourable

Jean Marchand and Robert Strachan, Minister of Transport

and Communications for the Province of British Columbia,

at which the Province's request for federal assistance

to ferry services operated by the British Columbia

Government was discussed.

As you may be aware, for some time the Ministry

of Transport, at my request, has been looking into the

immediate costs and the long-term implications of some

form of assistance to B.C. FERRIES. This investigation

has now been broadened to consider assistance to other

transportation projects in British Columbia, which might

be given in lieu of direct assistance to ferry: services.

I am sure that our colleague, The Minister of Transport, .

appreciates your concurrence in this approach.

+ -/2
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British Columbia, as you know, has raisedthe Possibility that there may be some unfulfillegconstitutional obligations on the federal side that

ft have asked that theseClaims be investigated by my officials.

bear on ferry Services,

They willProvide your office with a Copy of their Opinions. On this subject,.

Yours Sincerely,

Pierre Elliott Trudeau,
c.c, Honourable J. Marchand

P.C., Q.C., Mop.

a ener

ee a
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Transport Transports

Canada Canada

Your tile Votre référence

Our File Notre référence

November 25,1974

' MEMORANDUM TO THE DEPUTY wg TER
~

SUBJECT: B.C. FERRIES

On October 23rd, the Honourable R. Basford,

Minister of Revenue, wrote to the Prime Minister,

copied to Mr. Marchand, commenting on a meeting which
each Minister had recently had with Robert Strachan,
Minister of Transport and Communications for British
Columbia, at which time Mr. Strachan had put forth a
case soliciting federal financial assistance for those
ferry services in B.C. operated by the provincial

government.

Mr. Basford has made the point that, were

we to give in to these demands, we might find ourselves
spreading our transportation dollar in B.C. too thinly.

Attached is a proposed response from the
Minister to Mr. Basford supporting this view and
Stating that we will be coming forward shortly with a
Cabinet Memorandum, including an analysis of B.C.'s
recent claim that there are, perhaps, some unfulfilled
federal constitutional commitments to B.C. ferry services.

We have, in addition, been assisting the
Privy Council Office in preparing an interim reply for
the Prime Minister to send to Premier Barrett stating
that the entire issue is still under examination.

M.E. Betler ECEIVE

NOV 25 1974

Orrick ar THe

etPUTY
TRANSPORSS.-

Attachment

|

c

1
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NOTE AU MINISTRE

Sujet: Services de traversiers

en C.-B.

M. Basford et vous-méme aveg chacun

eu, le mois dernier, un entretien avec l'honorable
R. Strachan de la Colombie-Britannigque au sujet de la
demande présent6ée par cette province en vue d'obtenir une
aide du gouvernement fédéral aux services de traversiers

exploités par la province. A la suite de ces réunions,
M. Basford a adressé au Premier ministre une lettre dont

copie vous a 6té envoyée et dans laquelle il exprimait
L'avis que, plutét que de s'engager 4 fournir des subven-
tions continues, le gouvernement pourrait offrir de
financer entiérement un des projets proposés dans l'accord
conclu entre le gouvernement fédéral et la C.-B. sur les

transports dans le Nord-ouest, ou quelque autre projet de

transport semblable.

M. Basford pour lui exprimer votre accord avec ses vues

qui sont proches de la position que vous maintenez depuis

quelque temps. La réponse signale aussi que l'appui

financier aux services de traversiers de la C.~B. encou-

ragerait probablement d'autres provinces 4 demander une

aide semblable, alors que, de fait, nous avons adopté une

politique de retrait de l'aide féd6érale aux services de

traversiers intraprovinciaux qui font partie de réseaux

routiers. Enfin, la lettre déclare que nous allons bientdét
présenter un mémoire au Cabinet qui portera sur toute

cette question.

Ci-joint projet de réponse 4 |

Origuact Mghed by

Q..G. STONER

0.G. Stoner

Quote Jer LE -

aa
Piéce jointe
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DM noted and DMEA sent to XPPP/ASTA: "The

DM feels that Mr. Basford's suggestions |

may have considerable merit."

000076

J/-lo- 94



: . . , Document disclosed under the Access to Information Act -hanister - Munistre Py oo. . Document divulgué en vertu de la Loi sur I'accés & "infprmatior' . “ ;td = Revenue Canada Revenu Cana “ ie

Rignt Honourable Pierre Ek. Trudeau, P.C., Q.C., M.P.,
Prime Minister of Canada, . oe -
East Block, . . ae
Ottawa, Ontario.

‘

my 
oe.

|
My dear Colleague: ae 1! |

Last weex Jean Marchand and. I each met with Robert «," ‘|
trachan, the Minister of Industry of British Columbia, to -|

discuss the issue of possible federal assistance to B.C.
ferries. I understand that officials from the Privy Council —
Office and Department of Transport are preparing a policy
paper on:the problem. Premier Barrett may also raise the .
issue with you during his visit. I would like to contribute 7
the following thoughts on the problem. :

"[..:

"|

British Columbia has requested that the federal govern-
ment remit customs duty on its purchase of a Swedish ferry, '
waive sales taxes on supplies of fuel oil, building materials
and other items used for operation of the B.C. ferry system,
and possibly contribute a subsidy towards operating expenses
or capital assistance of some forn. -

+

My Department has agreed to the remission request and
it will be considered by the appropriate interdepartmental |
committee on November 5.. As you know, Cabinet has considered
the sales tax problem twice previously and decided against
B.C.'s request. In 1966 Cabinet agreed to. end all.intra-
provincial ferry subsidies. ee

oe ’

The question remains, what can we do to assist B.C.'s
transportation difficulties? [I Suggest the following approach.
Rather than become involved with ongoing subsidies, capital...
assistance or removal of the sales tax - where we will receive
very little political credit and perhaps create troublesome
precedents - we could offer to. complete by ourselves one of:
the_projects proposed in the Federal B.C. Nor th-West Transpor-.tation Agreement, Or_ some other capital: project in B.C. where
we could obtain 100% of the political credit. ~ Discussions are.- |now proceeding with the province on ways to finance: the Soe
construction of the Ashcroft-Clinton Railway By-Pass and the -

‘ development of general commodity and bulk handling facilities '.
at the Port of Prince Rupert.

4
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vo There have.been delays, particularly with regard. a
to Prince Rupert, in obtaining agreement from B.C. on a wa
cost-sharing formula. An offer to develop Prince Rupert, See
construct Ashcroft-Clinton, or some other agreed project,

by ourselves in lieu of ferry assistance would both be a
positive contribution to B.C. and would ensure a more visable -
federal presence with the resulting political credit. .

I hope these thoughts may be of some use to you in
your forthcoming discussions with the Premier.

“Yours sincerely, ow oe

ou ‘% . , . . - ‘ :

cc: Hon. Jean Marchand | - rr

. oe *
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Mr. Roy A. Derrick,

Special Assistant to the

Minister of National Revenue,

Connaught Building,
Ottawa, Ontario, KIA OLS

Dear Mr. Derrick:

In reply to the points raised in your
letter of October 10, 1974, to Mr. L.W.F. Beasleigh

on the subject of British Columbia Premier Barrett's

“Position Paper on Federal Ferry Policy", I am

attaching a copy of some comments on this paper
which had been prepared for internal departmental use.

The Memorandum to Cabinet on this subject

which we had drafted earlier in the year, was with-

drawn prior to Cabinet discussion as a result of
concerns which arose within the Department that,
since there was already in progress in 8.C. a number

of Federally~-sponsored transportation projects, it

might be wise to re-examine our overall position

before committing any additional Federal expenditures.

I understand that your Minister has written
recently to the Prime Minister on this subject and,
I suspect, the Prime Minister's reply will indicate

how the Government proposes to handle this matter.

Yours sincerely,

ORIGINAL SIGNED BY

John Fairchild

John Fairchild,

Special Assistant.

Attachment,
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§50-11~8

Mr. Roy A. Derrick, HOV 22 1974

Special Assistant,

Office of the Minister,
Revenue Canada,

Connaught Building,

Ottawa, Ontario,
KIA OLS

Dear Roy:

In response to your letter of November 5,

1974, I was present when Mr. Marchand met with

Mr. R. Strachan of B.C. recently and discussed the
request for federal financial support to ferry

services in B.C. operated by the provincial government.

At that time, the province raised some
contentions concerning the possibility of unfulfilled
federal constitutional obligations and, with help —

from the Privy Council Office, we have confirmed

that these are new arguments, first raised by Premier
Barrett in his “position paper® of September 24th

to B.C. Members of Parliament. I have been charged

with preparing, for my Minister, a Cabinet submission

on this entire subject and I have asked for the
advice of the P.C.0., Justice and the C.f.C. on the

particular constitutional issues. Their first look
suggests that there is no substance to the B.C. claims

on constitutional grounda, but they are nevertheless |

investigating the matter in depth.

I will make sure that you receive an early

copy of the Cabinet document we are putting up, to

enable you to brief your Minister in good time. I
expect this will be ready in 4 to 6 weeks.

Yours sincerely,

M.E. Butler,

Senior Ministry Executive,

Policy, Planning and Major Projects.

000080
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i Government Gouvernement

of Canada = du Canada MEMORANDUM NOTE DE SERVICE
—

[ | SECURITY - CLASSIFICATION — DE SECURITE

TO; » Mr. L.P. McLean, XL CONFIDENTIAL
A OUR FILE — N/REFERENCE

[ | YOUR FILE — V/REFERENCE -

FROM K.G. Wilson, xppp
DE t DATE

LL _| |__ November20,-1974 1

B.C. FERRIES

Mr. Butler has asked that we keep you informed
on this issue.

Accordingly, here are two letters recently
received from the CTC. Also attached is the best back-
ground we have on the subject - an April 1974 Cabinet
Memorandum. Ignore the recommendations ~ we are pre-
paring a new paper; the April one was not considered by Cabinet.

The constitutional questions are new ones, and
were sparked by the attached paper passed to the Minister
by B.C.'s Mr. Strachan on October 16. |

PCO are doing the primary research into the |
validity of the claims. Their first assessment is that | ~
the claims are not well-founded.

Mrs. Barbara Reid is one of the Justice lawyers
at PCO.who has been involved. When we have our first
meeting with them on this issue we will invite you to
join us.

Original Signag

K G. WILSON
K.G. Wilson

Attach,

cc: Mr. C.K. Kennedy

XPPP

G.I. Leney

000081
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i Government Gouvernement

of anada du Canada MEMORANDUM NOTE DE SERVICE
©

[ | SECURITY - CLASSIFICATION — DE SECURITE

TO SECRETA » XL OUR FILE — N/REFERENCE

_ J exsgrmeg x 50-778
[ ~ | YOUR FILE — V/REFERENCE

~ FROM XPPP (G. Leney)
DE 

DATE

LL | —_-November—19;-19 74.

SUBJECT

OBJET Digby-Saint John Ferry Service

As we discussed on the telephone yesterday, we
are attempting to finalize our negotiations with CP with
regards the Digby-Saint John Ferry Service. With the
assistance of Miss Denise Belisle, we had earlier this
year prepared a series of agreements to which CP had given
approval in principle. These documents were:

i. An agreement to purchase the vessel "Princess
of Acadia" and to transfer title to the National
Harbours Board of a 52 acre trart of land to
which CP holds a 999 year lease.

2. A charter party agreement, chartering the vessel
back to CP.

3. An operating agreement with CP for the service's
continuance.

Before we could finalize these arrangements, however,
the Minister indicated his desire to see this service integrated
with the East Coast Marine and Ferry Service (CN).

Last month we went to Cabinet and obtained authority
to spend up to $10 million on the vessel's purchase (copy of
Cabinet RD attached). We are now preparing to meet tomorrow
morning at 11:¢C with Don Maxwell, Vice President of Law
and General Counsel, CP to outline our proposed offer to them.

I would appreciate it if you could have one of your |
lawyers look very quickly at the attached paper together with if
the proposed purchase agreement and charter party and advise
whether you feel what is in our proposal reflects sufficiently
from a MOT point of view the material contained in our pro-
posed legal agreements.

G. Leney
(2-80916) -. 000082
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NO,

NOV 18 1974

Canadian TRANSPORT

Commission

Commission canadienne

‘des TRANSPORTS

ttawa, Ontario. pe a I
November 15, 1974. \ A gi be!

Mr. K.G. Wilson Yow (3) ct” aSenior Policy Adviser -

} oe , ye | | a

Domestic, ) pe Pun
Policy, Planning §& (5) OS O.-

Major Projects, . oho”
Ministry of Transport, A
OTTAWA, Ontario.

Dear Ken,

Re: B,C, Ferries

I thought the attached paper representing the .

results of some research by and some views of Capt. McLeod

of the Water Transport Committee staff might be of interest '

to you, My only criticism of the paper is that the apparent

sharp decline in CTC subsidies appearing on page 5 is not

explained, The explanation is that the decline was the
result of the transfer of responsibility for support of the

Newfoundland coastal steamship services from the Canadian

Transport Commission to the Ministry of Transport.

I

The bit of history recorded near the middle of
page 2 intrigued me for.it caused me to recall that at least |
until about the beginning of World War II the Canadian Trans-

port Company of Vancouver, which was, and still is, the ship+
ping subsidiary of what is now MacMillan Bloedel Limited,
operated two federally-subsidized services: known as "The.
Vancouver-West Indies Line" and "The Vancouver-St. Lawrence |

|

!

Line", The names of the services describe their nature,
Perhaps a little more research into this general area might

be thought worthwhile,

Yours PR.

Alan P, Campbell,

Chairman,

Water Transport Committee

APC/enh
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“auc Comments on the COnE

Govemnewny Gouvernement
Of Canada du Canada

MEMORANDUM

Mr. G.R. Blanchet,
Executive Director,
Water Transport Committee.

Capt.

Chief,

Operations & Inspection Division,.
Water Transport Committee. |

G.R. McLeod, - |

for British Columbia Ferries

A. CONSTITUTIONAL OBLIGATIONS

Section 4 of .the schedule of the terms of Union of

British Columbia did in fact: state ‘that mThe Dominion
will provide an efficient mail service,

and twice a week between Victoria and Olympia, the vessels”
to be adapted for the conveyance of freight and passengers".

On page 6 of the report named above, it is stated that "The
service was never provided by Canadat,

The service between Vancouver and San Francisco was

inaugurated in 1873 when a subsidy (Federal) of $54, 000 was.
voted.

to $17, 640.:

vote was reduced to $5, 000;

to $3,000. at which amount ,

Gollars it re

was neld in abeyance while certain investigations were made.

The operator,

Washington,

“1oATE

ase for Federal Assistance

fortnightly, |

by steam communication ‘between Victoria and San Francisco,

This is not true.

In 1881 this sum was reduced to $29,760.and in 1882

it remained at that figure until 1895 when the
in 1906 to $3,750. and in 1907

mained until the end of 1925 at which time it

The Pacific Steamship Company of Seattle,

U.S.A. was informed of this May 1st, 1925. i

~ Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur facqés Gl'informatic

NOTE DE SERVICE |
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SS 701.1
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Records of 1925, on file with the C.T.C. show that no

record of a service between Victoria and Olympia was

ever seen. It was confirmed by the Justice Department

on April 6, 1925 that it would take an act of the

legislature of British Columbia to relieve the Federal
Government of the obligation of maintaining this service.

It can be understood that files dating back to 1925

f

|
. 

. 
ae 

. 

. 

|

concerning steamship subsidies, which at that time were |

{

administered by the Department of Trade and Commerce, are
not readily available at this time.

The last paragraph on page 6 implies that the Federal
Government made no effort to assist in maintaining

, 

. 

|connections for freight transportation, Communication,

passenger and mail service with international ports. This

again is not true. Between 1892 and 1952, subsidies

totaling $23, 236,790.00 - were paid by the Federal Government
‘to international services operating from the British
Columbia coast, $2,696,473.00 of this total being paid to
Canadian flag vessels during 1950-51 and 1951-52. a '

Page 7. 2. deals with clause ll of the Terms of Union, this

pertains to railways and I will not attempt to comment on
this item except | perhaps to say that it would appear

reasonable that the ferry service from Vancouver to Victoria
be considered a eRe memo mT IE ge kwcontinuation of the rail service in

something along

Basques ferry service being considered an extension of the

|

|

|

|the lines of the C.N.R. Sydney ~ Port-aux- |

|

[C.N. Railways link with Newfoundland.
I

rs,
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TREATMENT GIVEN TO OTHER PROVINCES

There again I will make no comment on items not under

the jurisdiction of the Canadian Transport Commission.

Page 10. 4. $3,000,000 was indeed paid to the Ontario

Government but this payment was more of a "Buy outTM of

responsibility for the continued subsidization of the

service and not for the purpose of building new terminals.

Page ll. 2. To the best of my knowledge the Federal

Government has never gone on record as stating that the

support of interprovincial ferry services would be a

federal responsibility nor, as in 3, has the government

accepted responsibility for international ferry services

with the exception of one service namely Yarmouth, N.S. -

Bar Harbour Me. U.S.A.

Page 12. 2. Interprovincial Transportation |

The ferry services referred to in the first paragraph are

no doubt those of Borden, P.E.I. and Tormentine, N.B. and

Sydney, N.S. and Port-aux-Basques, Nfld: ~The federal

government does. not support, financially, those services
for reasons outlined by the B.C. government to wit. "they

are a federal responsibility as they assist in interprovin-

cial transportation" but rather they are supported because

of constitutional obligations provided for in the acts of

union betwen Canada and the provinces of Prince Edward

Island and Newfoundland.

eee eed
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Page 13. The reference to the Tobermory - South Baymouth
Service appears to contain errors. It was not my under-

standing that thw Ontario government approached the

the "increasing popularity and because of the potential - to.
increase tourism to Manitoulin Island and other points in

Northwest Ontariot. [I was of the opinion that the federal
government, in line with its policy of having provincial
governments assume responsibility for intra-provincial
services, did the approaching, and, with the culmination of |
several federal Provincial meetings being the "buy out" by
the federal government , for the sum of $3, 000,000, its |
responsibility for continued subsidization of the service.
Page 14. Even with the play on words in describing the
ferry Services provided by British Columbia as inter-
provincial, I Still have not seen on record any federal accep-
tance for responsibility to assist inter“Provincial ferry
services.

TRANS-~CANADA HIGHWAY

There can be no better example of an intra-provincial road
link ferry service than that of Horseshoe Bay to Nanaimo,
B.C. ‘The question here is, if the federal S0vernment shares
in the cost of construction of the Trans- Canada Highway, is
it not also obliged to share in the cost of the Perry service
linking two portions of the highway? One could argue that at
the time of construction of the Trans-Canada Highway the
federal government's obligation was to Share in the cost of .

. 
000087



I think, are the years in question, «Net Subsidies
1968-69) ~ 1969-70 1970- 71 1971-72 1972-73

$12, 135, 564.70 $13,129,234. 23 $5,936,529.35 $6,262,960.46 $6,795 452.75
|
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construction, using for road links those existing ferry

service which were in operation at the time. There was

no cry from the province at the time the T.C.A. was

completed, but then again, there was a different government

in office then.

INTERNATIONAL SERVICES

The reference on page 18 to the Pelee Island service being

| the Yarmouth, N.S. ~ Bar Harbour Me . U.S.A.

. Appendix 1

government but not for the purpose as outlined in this

an international one is of course correct, however the

error is that the international aspect of the service is

not. subsidized by either the federal or - provincial
governments, one might even go so-far as to. Say that. the
international link of the service does in fact subsidize

the federal government in as much that, were it not for.

the revenues realized from this part of the service, the .
federal subsidy would indeed be higher. |
L have no argument concerning the international aspect of.

service.

I am not sure if the B.C. paper is talking about a calendar

year or fiscal year under the heading

1. Steamship subventions

here are the Water Transport Committee
+

s figures* for, what

Grants - 1973 $3, 000,000 was indeed naid to the Ontario

appendix.
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vo. Appendix 4

B.C. paper year 1968 is 1967-68 fiscal year.

'

'

1

)

J

1967-68 The figures showing Subsidy to Halifax — St. Johnts service
: | in this year represent the net subsidy after recapture the

Sross subsidy was $267,500. |

1968~69 Subsidy to Carmanville ~ Fogo service should read $4.0, 000. 00.
Total subsidy for-the year should read ‘$12, 248,670 not

$12, 236, 840.00. .
{

|

1969-70 Subsidy shown on appendix for Owen Sound service is anet :
subsidy. Appendix shows a subsidy of $95, 600 paid to the

Montreal - Botwood Service. There was no subsidy paid to |
this service in 1969-70. ' I think B. C. needs a new adding
machine. The total subsidy shown for 1970 is $13, 204,113.
By adding the figures for. each service it ‘should read
$13,299, 713. From this total I have subtracted $95 , 600 for'
the Botwood service and added $25, 380. OL to bring Owen |
Sound subsidy back to a gross ong. 

|
$13 ,229,493.35.

The correct total is now

1970-71 Once again the appendix shows a net subsidy for the Owen -
Sound service. To keep it uniform I have entered the gross.

subsidy making the new total $5,996,351. . - | -

The balance of the B.C. paper. is statistical and out of the 1

Jurisdiction of the C. T. C. i

‘

t

’

Lx
G.R. McLeod

i

I

t

1

'

l

I

'

!

I

1

{
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‘Canadian TRANSPORT

Commission

Commission canadienne

des TRANSPORTS

Qetawa, Ontario. je

November 13, 1974, 7; \_ 
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a
“

» K.G. Wilson, [~

Senior Policy Adviser -

Lomestic,

Policy, Planning §

Major Projects,

Ministry of Transport,

UPTAWA, Ontario,

Dear Ken,

This will acknowledge your letters of October 29
and November 1, 1974, both attaching submissions from the |
Government of British Columbia,

potential magnitude, I should seek the opinion and advice
of my senior colleagues, and have d

I felt that, on a matter of this importance and

further views in due course,

one so, and may have |

Meantime, my initial reaction is that the case |
made by British Columbia does have some validity, both in ,history and equity, but to undertake federal payments to ©
the province that in any way look like a continuing subsidy
would vitiate for ever our hopes of developing a positive
and coherent federal water transport subsidy policy and
could initiate a process that would lead to major and in-
controllable escalation in federal water transport subsidy A
payments (federally-supported ferries across Diefenbaker
Lake, perchance!),

As you have noted, the provincial submissions 4
contain some errors, . The $3 million paid to Ontario in
consideration of che province as 

-
uming full and continuing
Tobermory-South Bay Mouth
on to goodwill, and the

nformed that this was

+ hed

ass

onsibility for support of the
i tba

i
“avincial government was explici
e case, The $6 million paid the

parallel situation, ihe province took ove
or five services and the amount was larce

y because the obligation as: v
Ber, The British Columbia submission in res

|
!
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island service is in error in two respects. Firstly,
ugh the ferry does connect Pelee Island and mainland |

rio with Sandusky, Ohio, during the tourist season,

|

|

|
| |
! :

5v

re ¢ tor eey ome
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j
10

ore O vi why - art of the service is not subsidized. Indeed, the
is true, because the revenues derived from the

to Sandusky decrease the subsidy that would other-
required if the service were limited to Pelee Island.

second error 1 detect arises from the reference to the
rvice being international and therefore a federal "res-

sonsibility"TM. If, as Il infer, "responsibility" means.
sponsibility to subsidize, then I submit this is demon-
rably untrue. (Of course, in respect to safety and 4
ivigation the vessel is under federal jurisdiction when
perating in Canadian waters, but that is another matter).

f{ cite this as an error because of my understanding of the
Ferries Act, which is a very old federal statute. This
Act provides that the Governor in Council may license inter-
provincial and international ferries, and it seems very clear.
the Act, through the device of granting franchises, had as ‘
a fundamental objective the provision of transportation links
at no cost to government. I say this knowing very well that

the "Bluenose" service between Yarmouth, Nova Scotia and Bar
Harbour, Maine, does receive federal support. I can only a
Suggest tnat this is an exception to the overall policy (and, ae
in my personal view, an impediment to the development of sound = .-

ee

re @ TO MO besrae oo oat oT
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The British Columbia submission cites annual losses
of the order of 510 million, and I believe this is also an
error. I have seen a recent set of B.C. Ferries accounts and, ©
while it is true the accounts show a net cash deficiency of
about $10 million,my analysis is that about $8 million of the
9i0 million covered capital expenditures. and that a true.
accounting would have shown a much lower loss. I might add,
a5 a personal view, that B.C, ferry rates are a trifle on the
low side and it would seem likely that, because of the very
darge volume, a very modest increase might put the system int
a profit position. oo,

I think you will agree that we have been clearly
uccessful in transferring ferries deemed to be provincial
esponsibilities to the provinces concerned, There are, in

ty view, only three such ferries which remain to be traiis-
‘erred, and I have no reason to doubt that these transfers
will eventually be made. I do not include the so-cailed
sevioundland coastal ferries in this transferable category
decause of their functional relationship with the Newfound-
wan Coastal steamship services for which the federal govern- /}
.f assumed responsibility uncer the Act of Union of 1949, |

5
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, : ! a 3h ie wt—— Still in a tentative vein, it is my view that if i 73,6tt is decided to react to the British Columbia Submissions in! cy 1.& positive way, very serious consideration should be given to’ GO nthtransferring a sum, perhans quite a large sum, to the province sx ,tin consideration of the province formally releasing the federal 20° oNg mment in perpetuity from any constitutional obligation eyeespect of services to San Fran 

a An£

ryi | cisco or Olympia, Washington, 4%au further providing that: the federal government has no — ;obligation in respect of the Trans-Canada highway water linkbetween Horseshoe Bay (near Vancouver) and Departure Bay | nO,(near Nanaimo),

Alan P, Campbell,
Chairman, —
Water Transport Committee.

PE/eh : Po

t
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Office of the Minister | Cabinet du ministre - J: 2 O-/ /- ¥ we ’
Revenue Canada Revenu Canada Ae - (i
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CONFIDENTIAL

November 5, 1974.

Mr. M.E. Butler,

Senior Ministry Executive,

Policy Planning and Major Projects,

Ministry of Transport,

Tower "C", Place de Ville,

Ottawa, Ontario.

K1A ON5

Dear Mike:

I understand from my Minister that Mr. Marchand and

yourself met with Robert Strachan last month on the

matter of federal financial support. to the British

Columbia Ferry Service. At that time a written

submission was made by the Province which contained

certain legal/constitutional arguments.

Mr. Basford is of the opinion that regardless of the

fact that Transport is coming forward with a Cabinet

Document containing some ideas about assistance to

the ferry system, it is important that someone be

charged with the responsibility of preparing a counter
argument to the legal position raised in the Province's

brief. Can you advise if this is being, or has been,

done?

Yours, sincerely,

Fick, 
|

Special Asbistant. ey

Connaught Building Immeuble Connaught

Ottawa Ottawa
KIAOL5 K1A OLS

| 000093
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GL/se

MEMORANDUM TO THE DEPUTY MINISTER

SUBJECT: B.C. FERRIES

On October 23rd, the Honourable R. Basford,

Minister of Revenue, wrote to the Prime Minister,

copied to Mr. Marchand, commenting on a meeting which

each Minister had recently had with Robert Strachan,

Minister of Transport and Communications for British

Columbia, at which time Mr. Strachan had put forth a

case soliciting federal financial assistance for those

ferry services in B.C. operated by the provincial.
government.

Mr. Basford has made the point that, were
we to give in to these demands, we might find ourselves
spreading our transportation dollar in B.C. too thinly.

Attached is a proposed response from the

Minister to Mr. Basford supporting this view and

stating that we will be coming forward shortly with a

Cabinet Memorandum, including an analysis of B.C.'s

recent claim that there are, perhaps, some unfulfilled

federal constitutional commitments to B.C. ferry services.

We have, in addition, been assisting the
Privy Council Office in preparing an interim reply for
the Prime Minister to send to Premier Barrett stating

that the entire issue is still under examination,

MLE. Butler

Attachment

000094



Document disclosed under the Access to Information -
’ “ Document divulgué en vertu de la Lei sur 'accés.a l'information

. ~

1. Mr. Tlling -

I think Mr. Basford has a

point - none of the B.C. projects

seem to be going anywhere except

study route.

2. Mr. Butler -

10-12-74

nee Ll 1s

Adminis:ru.2°, *Aarmne

Adminis raicur, Eau
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> * * DEPARTMENT OF TRANSPORT MINISTERE DES TRANSPORTS

_ ROUTE SLIP BORDEREAU D’ ACHEMINEMENT

oc 8 Routing Date

4 Symbol

PM iene non ome | NOWs 255 1974.
/

Comment

TO

A:

A) Mr. O.G. S&S chee DM Observations
For your information

Pour votre gouverne

Per our conversation

Selon notre conversation

I Approval

Approbation

Discuss with me

Discuter avec moi

Take appropriate action

Prendre les mesures
2

appropriees

REMARKS:

REMARQUES:

B.C. FERRIES

The agreement in principle signed

with B.C. makes 100% financing impossible

now - unless we want a complete Federal/

Provincial breakdown. on Gg , /

ae f :

; OF

| DEPUTY Mi bili ER AE

FROM: R. A1M Routing Symbol AMT A
DE: Symbole d’acheminement

« 
/ 

|

02-0091 000096
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B es Government Gouvernement oo,

_ or ofCanada du Canada “MEMORANDUM NOTE DE SERVICE
i .

a4 .

a DSH ~T] | | SECURITY -CLASSFICATION DF SicuniTe
|

8 DSM

A DSR , OUR FILE -- W/REFERENCE me

| to: 550-11-8
[~ ~] & {Your Fie wRereRENCE _

“FROM DSP . |
DE a boone

a | DATE

| J. | _ November 5, 1974

* SUBJECT B.C. FERRIES , oo . |
Gb HET ee |

, 1

Attached for your information is a copy of a letter

from Mr. Basford to the Prime Minister concerning transportation

projects in British Columbia. Mr. Basford has suggested the

possibility of 100% funding of oneof [the projects proposed in’

the Federal B.C. North-West Transportation Agreement in order to
obtain greater federal government visibility in some program in

the province. You will note that the Deputy | Minister considers
the suggestion has considerable merit.

Could you please give some thought as to the precedents
this might set for transportation projects elsewhere in the

country and how this might affect our. negotiating position.

~

pert

[RECEIVED

WOY 6 or

vator, Marine,
Eau

D.H, Pratt
I

i

— Administ

Administiar raiaury

- hi : — .[+ penn RECEIVED
RECU

: | | NOY 6 1974

a , A. S.A, 000097Senn ane ORME Ae tc ni a
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November 1, 1974

CONFIDENTIAL

Mr. Alan P. Campbell

Chairman

Water Transport Committee _

Canadian Transport Commission

Congill Building

275 Slater Street

Ottawa, Ontario KIA ON9

Dear Alan:

Further to my letter of October 29, attached is

the full submission by British Columbia on their demands for

federal assistance to B.C. FERRIES. This was handed to the

Minister by Mr, Strachan at their meeting, October 16 here

in Ottawa.

The Minister's response at the meeting was that

it would take a very substantial change in government policy

right across Canada for the government to be in a position

to provide financial support for the operation of B.C.

FERRIES. He did, however, indicate that there might be

other transportation areas in which we could consider

assistance of a substitute nature.

We will be preparing a Memorandum to Cabinet

along these lines for submission in the next few weeks.

As we did for the Memorandum last April, we will furnish

you with a draft, and your comments will be welcomed, and

incorporated wherever possible. With reference to the

attached B.C. paper, could the Water Transport Committee

study this document and comment on the accuracy of the

cTC subsidy statistics which are quoted?

oee/2
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Please feel free to comment on any other aspect

of the submission. We have already drawn to the Minister's

attention, the misleading reference to the Tobermory service,

where, in fact, the funds transferred to Ontario constituted

a "buy-out" from federal responsibility. It was misleading,
we feel, to refer to this as "federal assistance".

Yours sincerely,

Original Signed by

KG. WILSON

K.G. Wilson

Senior Policy Advisor ~ Domestic

Document disclosed under the Access to Information Act -

Document divulgué en vertu de la Loi sur I'accés @ l'information

Policy, Planning and Major Projects

cc: DSM

Attach.
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CONFIDENTIAL

October 31, 1974

Mr. W.L. Haney

Director

Policy and Program Review Section

Federal-Provincial Relations Division

Privy Council Office

48 Sparks Street

Ottawa, Ontario

Dear Mr. Haney:

Re: B.C. FERRIES

Attached is a copy of the submission by British

Columbia concerning their request for federal assistance

for B.C. FERRIES. This was handed by Mr. Strachan to our

Minister at their meeting Wednesday morning, October 23.

Mr. Basford also received a copy of this paper. You will

recall that B.C. were promising at meetings a year ago to

submit this item and it had been expected in January 1974,

so, eloquent as the paper is, the matter is clearly not

at the top of their list of problems.

I am also attaching the note I wrote to my

Deputy following the meeting with Mr. Strachan, and also

notes prepared for the Minister prior to his meeting. I

believe that Mr. Wilson of my Branch has already been

talking with Mrs. Robinson, and conveyed that these are

preliminary thoughts on a new approach to the B.C. FERRIES

problem, and are not to be considered the Minister's posi-~

tion at this stage, particularly with regard to the advice

you require for the Prime Minister. However, I am hopeful

that, now the meeting between the Minister of Transport

and Mr. Strachan has taken place, we can move fairly quickly

to develop a position that can be submitted to the Prime

Minister and Cabinet.

000100
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|

To get this underway, could we have your advice

respecting the constitutional issues which have been raised |
by Mr. Barrett.

I have your letter. of August 21, 1974 to Mr. |

Stoner, and I hope that the action proposed above is a
good interim response. |

Yours sincerely,

Original siened By |
MLE. Butter”

M.E. Butler

Senior Ministry Executive |

Policy, Planning and Major Projects

Attach.

ce: Mrs. Louise C. Robinson |

Mrs. Barbara Reed

000101
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Transport, Transports

Canica, Canada

sity

Our File Notre rélerence

Mr. W.L.. Haney

Director :

Policy and Program Review Section
. Federal-Provincial Relations Division

Privy Council Office.

48 Sparks Street

Ottawa, Ontari

pssDear Mr. # ney :,
<

Re: B.C. FERRIES

Attached is a copy of the submission by British ;
Columbia concerning their request for federal assistance |
for B.C. FERRIES. This was handed by Mr. Strachan to our
Minister at their meeting Wednesday morning, October 23.
Mr. Basford also received a copy of this paper. You will |.

recall that B.C. were promising at meetings a year ago to a”
submit this item and it had been expected in January 1974,
so, eloquent as the paper is, the matter is clearly not

at the top of their list of problems.

I am also attaching the note I wrote to my
Deputy following the meeting with Mr. Strachan, and also
notes prepared for the Minister prior to his meeting. I

believe that Mr. Wilson of my Branch has already been ;
talking with Mrs. Robinson, and conveyed that these are
preliminary thoughts on a new approach to the B.C. FERRIES
problem, and are not to be considered the Minister's posi-
tion at this stage, particularly with regard to the advice
you require for the Prime Minister. However, I am hopeful

that, now the meeting between the Minister of Transport

and Mr. Strachan has taken place, we can move fairly quickly

to develop a position that can be sub itted to the Prime
Minister and Cabinet.

©3



DocuMeNt GIs closet ee

respecting the constitutional issues

Document divulgué en vertu de la Loi sur acces a

To get this underway, could we have your advice
which have been raised

by Mr. Barrett.

I have your letter of August 21, 1974 to Mr.
Stoner, and I hope that the action proposed above is a.
good interim response.

Yours sincerely,

M.E. Butler

Senior Ministry Executive

linformation

:

Policy, Planning and Major Projects |

Attach. a — . .

cc: Mrs. Louise C. Robinson
Mrs. Barbara Reed
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Canada = Cdnada

October 24, 1974.

MEMORANDUM TO THE DEPUTY mats ger 25 1974 |
j
j

. . 4 ECEIVEDB.C. Ferries Le VED

Mr. Marchand met with Mr. Strachan, the B.C.

Minister of Transportation and Communications. on Wednesday,

October 23rd, for about an hour. Mr. Strachan had a

very simple presentation to make and the business part

of the meeting did not last-more than twenty minutes. te
Mr. Marchand made it very clear that it would

take a very substantial change in government policy

right across Canada for the government to be ina

position to provide financial support for the operation

of the B.C. ferry system. He did, however, indicate

that there might be other areas in which we could

consider assistance.

The B.C. presentation relied first on constitu-

tional and historic political commitments and later on

a sense of unfairness that Eastern Provinces were being |

treated much better than the West.

Mr. Marchand did undertake to look into the '

constitutional and political arguments and I will ask.

for views from Justice and the Privy Council Office.

I think they will expect to hear from us in the next

month or two and_we will work again on ourMemorandum: to

Cabinet on B.C. ferries. You will remember that this is

of priority interest to the Prime Minister and we get

continuing follow-up pressure from his ‘staff.

—j> . ' - sod
M. pate: es

cc - SADM oo .
AMTA, ASTA re

Place de Ville oo
Ottawa nee Ee Bee
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BRITISH COLUMBIA'S SUBMISSION |

FOR

FEDERAL PINANCTAL SUPPORT |

TO

| GOVERNMENT FERRY SERVICES

IN

BRITISH COLUMBIA

tae
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: It is British Columbia's submission. that Canada

. has not since the time of Confederation fulfilled its

a obligations to provide financial. assistance for a

i reasonable and adequate ferry system necessary for freight

transportation, communications, and passenger and mail

i service, to Vancouver Island and the other Islands off
=” . . . . ‘ . . .

to the West Coast of the Canadian Mainland.

i

sc 7 - It is the Province's view that Canada's obligations -

to provide financial assistance towards capital expendi- -

3 tures and operating costs of such ferry services, many of

im which are now provided by the Province, can be found to

—~ exist on several legitimate grounds. This submission.seeks

i to highlight some of these grounds. -

—
i

4

7

|
i

~ ;
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To appreciate British Columbia's position, it is

first important to trace .the history of the colonies of ,

the Pacific West Coast (Vancouver Island, Queen Charlotte ,

Island, British Columbia, and the Stikine territory) from

. the time of first colonization through to Confederation

with Canada. a . a : oo

The colony of Vancouver's Island was first constituted | !

by the Charter of the Grant of Vancouver's Island tc the

Hudson's Bay Company by Queen Victoria on January 13, 1849,

Richard Blanshard was appointed the colony's first Governor -
. 4

shortiy thereafter, and was followed by the arrival of the |

first colonists. Settlement of the colony was slow and it

remained largely a fure-trading extension of the Company.

Dene ermenre ny oneIn 1852, the discovery of gold on Queen Charlotte's

Island led to the extension of Colonial Government there. ;

James Douglas, Blanshard's successor, was commissioned.

Lievtenant-Governor of Queen Charlotte's Island, ok ‘ s

By 1858, discovery of gold on the Mainland of British

Columbia resulted in a large influx of American miners; The

British Colonial Office rose to the occasion in declaring the .

Queen's influence in the Mainland area as well. James Douglas

was commissioned Governor for British Columbia and thus, a new

colony became established on the Mainland. an '

‘

' 000109
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In 1862, the Stikine territory, to the North of the

Mainland Colony of British Columbia, became attractive to

those searching for gold.

of the Mainland Colony became further extended to include the

Stikine territory.

as they are known today, became established.

Following his appointment as Governor of the Mai
nland

of British Columbia, Douglas governed the colonies un
til

1864, In 1864, separate Governors for Vancouver sland

and British Columbia were appointed, allowing the colonies

to go their separate ways. However, in (1866, because of
. .

adverse financial conditions and politica- e
upe

merger of the two colonies was consummated.

It is important to bear in mind that this un
ion of

the colonies on the Pacific West Coast was conc
luded in an

in British-American Colonial history, when the view of

in urging regional | unions
era

the Colonial Office was strong

with the ultimate object of Confederation,of colonies, -

was evidenced in another context by the’ obvious Colonial

Office support of the Lieutenan

in his efforts to effect u

New Brunswick and Prince Edward ‘tsland on the Atlantic We

Coast. As history bears out, the

in September of 1864 was call

a union of colonies.

The result was that the boundaries

Thus, ‘the boundaries of British Columbia,

t-Governor of New Brunswick,
j

|
|

|

|

1

\

I

1

|

{

I

t

|

|

|

|

|

I

|

Ls

!

{

|

I

stl
|

Charlottetown Conference |

|

However the Atlantic Colonies'* efforts1

I

t

t

Document divulgué en vertu de la Loi sur I acces é linformation

nion of the colonies of Nova Scotia,

ed specifically to consider such
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Confederation of 1867.

ry a re errno ca errr ees Document.disclosed.underthe-Access to.information Act -
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became directed to a broader purpose, With the attendance

of the Canadian Provinces at the Conference, a larger

Confederation was urged and resulted ultimately, in

The union of the colonies on the West Coast did little

more than establish one Government. The financial conditions

of the member colonies remained the same. Transportation and

communications indicated a natural route to union with the

United States. On the other hand, political tendencies and

common heritage favoured the union of the new- colony with the

Provinces of Canada, Ultimately, the Canada route prevailed,

anAaA the mts
ana cne new 0

1 * LE Dwi hsgn MAT eset SAI om Lo we Dn nw te tp eeOLOny Of British Columbia jour ed Confederatioi

~on July 20, 1871.

Tt is important to.remember that, whereas the union of

the Maritime Colonies, urged by the Colonial Office, was

‘concluded in Confederation with the other Provinces of

Canada by each colony entering thereto as a separate

entity, the union of the colonies of the West Coast was

concluded before joining Confederation. |

By accident of history, the Maritime Colonies entering ~

Confederation as individual colonies rather than united (as

in the case of the Pacific colonies), have maintained a better

bargaining position with Canada, as separate provinces, and

have fared much better in terms of Federal financial support

for ferry operations than has British Columbia,

ee pees tenn ates 6
minarets SL pe meer 7
i

f
ah
'

7

‘
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r

A. CONSTITUTIONAL OBLIGATIONS = 4° 0 oo

The Terms of Union of the Colony of British Columbia

with Canada were settled on May 16, 1871. The terms .and

conditions of the union were framed in a manner recognizing

that British.Columbia was isolated from the other provinces
ear dh
Liat «.

of Confederation. Because of this exceptional geographic

circumstance, assistance by Canada was to be given for the

(Nana mle
provision of. freight transportation, communications,

rere] passenger and mail service, from.the other Provinces of

“Confederation, not only to the British Columbia Mainland,

lie tad
’ a but to Vancouver Island. The object of such assistance was

: to support and promctc the economic devclopment and growth
4 . .

of the new West Coast Province, and to strengthen Confedera- - ' FS

We catuma abe tion by extending Canada's influence from Coast to Coast.

SP EE eeeOO 1. Specifically, section 4 of the Schedule of the oo.
as

Terms of Union of British Columbia becomes more obvious in

its intent,

y

"4, The Dominion will provide an efficient mail .

service, fortnightly, by steam communication

between Victoria and San Francisco, and twice

a week between Victoria and Olympia; the vessels

to be adapted for the conveyance of freight and

passengers," -

000113
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connections for freight transportation, communication,

passenger and mail service, with international ports.”

It is therefore British Columbia's submission that

canada’ s obligation | under section 4 of the Terms of Union
has never been discharged. Because of Canadaits failure —

to initially provide such services, further logical.

development of the services to an acceptable present-day

level, has never been the privilege of British Columbia.

2. Moreover, the. further undertaking of Canada by -

clause ll of the Terms of Union to provide for the .

construction of a railway from the Pacific towards the

Rocky, Mountains to connect the seaboard of British Columbia

with the railway system of Canada, was not satisfactorily

discharged by stopping the railroad at a terminus in.

Vancouver. - DO - oo, -

"Ll. The Government of the Dominion undertake to

secure the commencement simultaneously, within

two. years from the date of the Union, of the.

construction of a railway from the Pacific.

towards the Rocky Mountains, and from such

point as may be selected, east of the Rocky _

Mountains, towards the Pacific, to connect

the ‘seaboard of British Columbia with the

railway system of Canada; and, further, to

secure the completion of such railway within

ten years from the date of the Union."

000115
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History shows that at the time of the construction

of the railway, much discussion took place between British

Columbia afd Canada about a railway crossing connecting

Vancouver Island with the Canadian Mainland at Seymour >

Narrows.

‘If the railway could not be extended by a bridge to

Vancouver Island, it is logical that a proper ferry system

maintaining this connection would be considered as a practical

and financially viable alternative for Canada to provide.

It is obvious, from reading the Terms of Union, that

Canada and British Columbia considered such a link imoortant.

It can also be argued that the undertaking of Canada by

the Terms of Union expressed a responsibility to provide,

at a very minimum, a proper and adegquate-link of the cavital

of the new province with the rest of the Provinces of Canada.
4. . .

The absence of the fulfillment _of such undertaking .

initially does not now obviate the obligation of Canada|

to fulfill its undertaking, -

It is reasonable to expect that for'a viable and -

working Confederation, the provision of a natural link for

freight transportation, communications, passenger and mail.

services to connect the capital of each of the provinces

of the Union, would-be indicated,

Document disclosed under the Access‘to Information Aci 7
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3, By the Terms of Union; Canada has pledged. to treat

all provinces in equity; and provide to British Columbia —

such services as are provided to other Provinces,

ak

Section 5 of the Terms of Union of British Columbia

with Canada provides that Canada undertake to assume and

defray such charges for services which appertain to the

General Government, and "such further charges as may be

incident to and connected with the services which, by the

British North America Act, 1867, appertain to the General

Government, and as are or may be allowed to other Provinces,"

in spite of the Dominion's covenant to treat British .

Columbia in the same manner as other provinces, Canada has

not extended to British Columbia the benefit of federal

support for ferry services that it has extended to ferry

services in other Provinces of the Union, upon terms which

would indicate that British Columbia could similarly

quality for assistance,

000117.
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B, |. TREATMENT GIVEN TO OTHER PROVINCES

Canada is presently heavily supporting financially, and

has done so for some years, in the maintenance, operation

~Yy
and capital outlay of ferry and coastal services on the

Atlantic Coast, the St. Lawrence River, and on the Great

Lakes, (TAB 1). British Columbia's request for financial.

contribution is therefore in keeping with Canada's financial -

support elsewhere.

Some examples of capital expenditures, alone, towards”

such ferry and coastal services include: |

1. $3,351,000 for a ferry terminal between Saint

John, New Brunswick and Digby, Nova Scotia (1970).

2, $6,999,000 for a ferry terminal between Saint -

. John, New Brunswick and Digby, Nova Scotia (1971).

3, $15,000,000 forgiveness on the balance of a

loan for the acquisition and construction of

two vessels for ferry services between New

Brunswick and Prince Edward island (1972). |

4, $3,000,000 for construction of ferry terminals |

for ferry service betweén Tobermorey and South

Baymouth, Ontario (1973), |

BieJee5, $3,090,000 to aid in construction of an ice-

breaker ferry vessel for Quebec. (It is to be

oAnoted that the Department of Regional and . - \

x.

Economic Expension of Canada has contributed a
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further $3,000,000 for the construction of this.

vessel.

To date, British Columbia has received no contribution

whatever for operating exnenses or capital outlays for ferry

and coastal services or for terminal facilities. ;

‘It is clearly evident that in addition to Canada's

direct financial assistance towards such services, Federal

Crown agencies such as the Canadian National Railway are

heavily committed to providing such services and terminal

facilities. (TAB 2).

Canada argues in support of the vropriety of providing

such services, (as opposed to the propriety of providing

such services for British Columbia) on the ground that they

are either:

1, Services provided under a constitutional obliga-

tion to such province; or:

2. Services between two provinces and as such are

Canada's responsibility as providing inter-
: ng tncer=

provincial transportation; or

3. Services between Canada and United States being
Y

a ny me .
international transportation,.and as such are’

Canada's responsibility.

- 000119
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(1) British Columbia's foremost argument earlier stated, ~. 4 4
a ; . . a

is that Canada has failed to discharge its Constitutional ‘ E

obligations, which it submits are similar in nature to those OE

presently being discharged by Canada:to the East Coast.) oie

Provinces. : . a . 2 : 1

(2) Inter-Provincial Transportation '

Canada has supported the East Coast ferry services in

the past, maintaining that they are the Federal responsibility

-asithey assist in inter-provincial transportation.

An examination of these East Coast services indicates

that many but not all are between two points of two different

provinces. (TAB 3), The size and the nature of the services

are in many ways comparable to those orovided by British

“Columbia. (TAB 4),

However, in cases other than British Columbia's,

Canada assists other provinces in providing ferry services OY

between two different points in the same province. .

The ferry service between Tobermorey and South Baymouth 8

is an excellent example of an intra-provincial ferry service

that. has recéived substantial financial contribution from

Canada. This particular service was operated by the Owen

Sound Transportation Company Limited from 1943 to 1969 and was aT SAN ETEE PLE fee GERI! QBS
subsidized in part by Canada, In 1969 the subsidy was shared

SFr tee OR oe
,
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equally by ontario and Canada. During this time, because

of the service's increasing popularity and because of the

potential to increase tourism to Manitoulin Island and

other points in northwest Ontario, ontario was considering

providing the service, itself. Thereafter, negotiations

between Ontario and Canada resulted in an agreement between |

the Provincial Minister of Transport and Communications and

the Federal Minister of Transport. $3,000,000 was contributed

by Canada in addition to the normal Federal shipbuilding

subsidy, in’ addition to the responsibility to maintain the.

wharf structures, and to maintain the width and depth of the

channels.

Such an example of Federal~Provincial co-operation is

most encouraging to British Columbia in its present request

' for ‘financial assistance. -.

(3)° International Transportation

In any event, British Columbia's ferry services are

sed for transportation to and from points within the

province and centres of trade and manufacture elsewhere

“in Canada. The ferry services are also used extensively

for tourism during the summer months by other Canadians.

Records indicate ‘that the annual volumes of out-of- “province

vehicles have risen sharp] Y during recent years. (TAB 5).

Dgmmparecr gainers = : . er Ree . Th ramet BN ET OTM ee meaty
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zt Examination of the increases in the total annual

at

traffic volumes using such ferry services would indicateSa

ONT egy
Ebi

SI
that the use by out-of-province vehicles cannot be expected

to decrease appreciably. (TAB 6). In fact, examination of »ee

‘sees : the total volume of traffic over the period of the whole

year using such services shows that out-of~province use

-in 1971 alone, ranged from between 5% in the winter months

aad to a peak of almost 33% during the summer months. (TAB 7).

Measiad it is therefore submitted that the ferry services

provided by British Columbia are used for inter-provincial

transportation, and do qualify for Federal assistance from

Canada, even though two.different vorovinces are notcn
connected by such services,
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C.. TRANS~CANADA HIGHWAY
; —

The first memorandum of agreement between the Govern-.

ment of Canada and the Government of British Columbia

respecting a highway across Canada provided for the sharing

of costs of construction thereof. The Prans-Canada Highway

agreement of 1950 contains in its preamble the following:

"Whereas the Governments of Canada and che

province recognize that the completion of

a Trans-Canada Highway is necessary to assist

in creating a better means of communication

between all provinces in Canada and in promoting

the economic development of Canada generally;"

on British Columbia's Mainland coast, the Trans-

Canada Highway stops at Horseshoe Bay-near Vancouver.

On Vancouver Island, the Trans-Canada Highway runs from

Ranaimo south to Mile O of the highway in Victoria. The

ferry service between the mainland British Columbia and |

Vancouver Island connects these two terminals of the Trans

Canada Highway. ATAB 8).

I ct is British Columbia's position that this ferry

service isa logical link in the Trans-Canada Highway.
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Canada has refused to provide financial contribution

to the construction of the ferry terminals at these points

and to the maintenance of such services, A proper dis~_

charge of Canada's obligations thereunder would have

included assistance in providing such services,
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D. INTERNATIONAL SERVICES

British Columbia enjoys no international ferry

services to which Canada has contributed financially. °

This service has been left to the private sector: in both

countries.

Present international ferry services on the West

Coast include an infrequent service between Anacortes, |

Washington, U.S.A., and Sidney,. British Columbia, operated

, by Washington State Ferries and, a service from Port

Angeles, Washington, U.S, AL, to Victoria, British Columbia,

operated by the Black Ball Ferries Limited, a privately~

‘owned company with its head office in Washington State.

Neither service is adequate to serve the needs of British

Columbia,

By contrast, the East Coast international ferry services

enjoying Federal financial assistance include: |

i. Ferry services between Yarmouth, Nova Scotia

and Bar Harbour, Maine, U.S.A, This vessel

“is owned by the Ministry of Transport and

operated by the Canadian National Railway.

Its operating deficit is carried by the

Ministry of Transport and its operation is

financed by Federal-Provincial agreement.
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2. “The service between Kingsville, Ontario and

Leamington, Ontario via Pelee Island to Sandusky,

Ohio, U.S.A. The vessel is owned by Canada's

Ministry of Transport and operated by the:

Pelee Shipping Company Ltd. The Canadian |

Transport Commission is providing funds in the

form of an operating subsidy under the National

Transportation Act.

It is also of concern to British Columbia that reliance

on foreign ferry services to provide such an important and

vital link between Canada and the United States of America,

is not in the best interests of the country,. as a whole.
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British Columbia owns and operates a modern and

efficient fleet of ferries servicing the Mainland Coast,

Vancouver Island and the Gulf Islands. (TAB 9).

~The estimated capital cost of acquisition of the

‘ferry services' 24 vessels as of March 31, 1973 was

$69 ,217,957.00.°:

ee :

The estimated capital cost of the services' terminal

facilities as of March 31, 1973, was $9,689,379.00.
AA RP TTT,

In the year ending 1973, the ferry services carried

in excess of. 8,338,000 passengers and 3,081,000 vehicles,

and travelled over 900,006 miles.

The statements of Income and Expenditure for the

periods ending March 1972, and March 1973, and March 1974,

indicate a net loss on the operation of the services to the

people of British Columbia in excess of $10 ,000,000.00 each
. rr

year. (TAB 10). ;
——_— ,

The services are presently being used to their fuilest

. capacity and it is clear that additions to the fleet-and ©

modifications to terminal facilities are necessary if the

needs of the people of Canada and British Columbia are to

be served adequately.
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Although the Government is presently making a

substantial financial commitment to meet the forecasted en ok i

crises in marine transportation, the new additions to the

ferry fleet may not be ready until 1976. There is no Fat AE “ay
assurance that the additions will keep pace with the

demand for service. id

i . . i, . . . - . gE
In the interim, there is the attendant delay and :

coe - _

inconvenience to passengers using an already over- — ;

utilized service.

If British Columbia and Canada are to discharge

their obligations impartially and adequately to meet the

anticipated increases in traffic provincially, nationally,

_ and internationally, large capital expenditures are

foreseen.

British Columbia can not continue to, nor, it is

orm

:
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on Ferry and Coastal Services

For years ending March 31st.

* 1972| 1969 1970 ° 1971 1973
A. Surface Transportation Program.

1. Operating . $22,03M $21.81M $33.00M $35.26M $41.34M -
2. Capital - 40.08M 9.55M 7.90M 25.75M 4,46M

3. Grants a nea. nea. 0 soe 6 .00M.

- -« $32.11M $31.36M $40.90M $61.01M $51.80M

B. Canadian Transport Commission

1. Steamship subventions SO oe
(subsidies) = $12,2M_-_$13.2M_'$ 6-0M__$ 6.3M__ S$ 6.9

TOTAL EXPENDITURES — $44.3M_—$44.6M_ —$46.9M. $67.3M_ $58.7M

(a) Steamship subventions include both vehicle-passenger ferry services

and coastal shipping services. A list of these payment is

contained in TAB 3.

(ob) Capital expenditures includes :-

1970 ~ $3,351,000 for Saint John, N.B.
1971 ~— $6,999,900 for Saint John, N.B.

- Digby, N.S. ferry terminal

~ Digby, N.S. ferry terminal

1972 - $15M write-off of loan balance for acquisition and construc-

tion of two vessels for N.B. - P.E.1I. ferry service.

Grants - 1973 - $3M to Province of Ontario to aid construction of
ferry and terminals for Tobermory - South Baymouth |
service.

/. = $3M to Province of Quebec to aid cons truction of
ice~breaker type ferry vessel. ,

(DREE also contributed 93M for this vessel)

Source: Public Accounts, Government of ——
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Fiscal Year Ending March 31st

1969-1970 9729721973

MERA. $13.9M $14.6M $14.0M $13.1M $13,0M

ARPA 9. - | 4.44. 2,8M...6.9M- 114M

Total freight subsidy $13.9M $19,0M $16.8M $20.0M $21.4M __

R.A. ~ Maritime Freight Rates Act

A.F.R.A. - Atlantic Region Freight Assistance Act

Source: omts, Government of Canada

NOTES

fa) The intra-regional subsidy aid to the railways and truckers

(b)

under the M.F.R.A. and A.R.F.A. is Currently being phased
out, reducing each year by 2 1/2%. The current rate of

as sistance is 17 1/23.

A study was completed early in 1973 of the implications
of changes in the westbound subsidy being paid under both

acts, ‘The current rate of assistance is 30%,

eae See ae etree etomeCRIT AALS: PRES 5 PATS, SSIES TERS
RIL ra aa
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‘Payments to CNR for operation of East Coast

ferry services (from Surface Transportation Program)

For years ending March 3ist.

1969 1970 . 1971 «90-1972, 1973.

Payments $22.03M $30.05M $33.90M $37,35M $44,63M

Operational deficits contributing ‘to above figures:
(a) Newfoundland $16,5M $16.7M $15,4M

ferry & —

_ terminals -

(b) PEI: — 4,8M 5,0M 6.0M °
ferry & .

_ terminals

(c) Yarmouth ~ 0.4M 0.3M 0,4M
Rar Barbour,

Maine ferry

Total an

‘deficits- $21.7M $22.0M . $21.8M .

(a) From 1970-71, financial assistance for operation of Newfoundland
coastal steamship services was paid by MOT through CN instead
of direct from the CTC. Payments were:

$6.8M (1968), $7.7M (1969), $7,2M (1970), .$10.8M (1971)

Source: (Public Accounts, Government of Canada

4
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Subventions Paid For Coastal Steamship Services

' By the Canadian Transport Commission

“1968 = 1969 - 1970
Western Local Services . erin

Service between:

Gold River and Zeballos EC (Nootka

Sound Service Ltd)... cscevscccecccace 28,940 33,480 33,480

Vancouver & northern British Columbia

ports (Northland Shipping (1962) Co

Tt) .cecegecescenccccecceectecsececees 270,000 393,800 341,294

Vancouver & west coast of Vancouver

Island BC (Northland Navigation Co

Lt) .e cece ee ceec cece ccsvcceseccsecess 130,000 130,000 126,070

‘Fastern Local Services

Service between: — .

Burnside & St, Brenden's Nfld -

Camanville & Foco Island Nfld: a .

‘(Fogo Transport Ltd). ...eeeceeseveeee 27,500 45,000 45,060

Cobb's Arm & Change Islarid Nfld

(Chaffey's Shipping Ltd).........:-6. 17,500 10,750 10,750
*Dalhousie NB & Miguasha Que - ,

@ £*Grand Manan & the mainland NB , .

(Coastal Transport Ltd)........eeeeses 259,009 259,000 259,000

Greenspond & Badger's Quay Nfld o

(William Pickett) ... sees esececeeseess 53,750 27,000 27 ,000

Halifax NS & Cupids Nfld

Halifax NS & St. John's Nfld (summer)

(Newfoundland Canada Steamships Ltd). 193,638 .. 281,500 . 285,000

Halifax NS & St. John's N£id (winter)

(Newfoundland Canada Steamships Ltd). 70,000 9 = see

Tile-aux-Coudres & les Ehoulements Que

(La Cie de Navigation Cartier Ltee).. 35,900 | 70,500 44,000

Tle-aux-Grues & Montmagny Que (summer) —

(Paul—Eugene LaVOLE) ... cee ce enen aces 6,500 9,000 9,000

fle-aux-Grues & Montmagny Que (winter) -

. (Albert VEZINA) we ene vessceecarececes 1,790 1,700 , 317

Tles de la Madeleine Que & Montreal

Que (La Cooperative de Transport ;

Maritine et Aerien, eee re eeaeroceersneetevae 100 ,000 . 130,009 . 130 ,000

(Michael RY@N) ccs e ace enececcnanssece 14,500 15,000 — 15,000

(Dalhousie Miguasha Ferries Ltd)..... 37,500 37,500 31,500.

(H B Dawe Ltd).......... ceecceecoeeee 40,000 40,000 60,000

‘1971

~ 50,000,

503,090

190 ,000

17,500 |

50,000.

13,750 -

26 , 500

259,000

30 ,500

70 , 000

275,000

44,000

9,000

130 ,000

eee
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1968. 196997097.

Eastern Local Services : 7 oo | i

Service between: 4
Tles de la Madeleine Que, Cheticamp ‘
& Halifax NS (La Cooperative de ce oo on

Transport Maritime et Aerien)........ ° 35,000 35,000 ~ 35,000 26,000 . E
Montreal Que & Botwood Nfld (Gulf

Ports Steamship CoO Ltd) ...c.cccenoeas 95,600 95,600 95,600 0 I
Montreal to Corner Brook & St. John's oO ; Ine
NE£ld (Clark SteamShips).......-.-eee- — owen 1,251,626 1,286,371 '

Montreal Que, Rimouski & north shore co , .

ports Que (La Cie de Transport due . - . f
Bas St. Laurent Ltee)...........- eee» 50,009 770,000 860,000 732,000.

Montreal Que, Rimouski & north shore _

ports to Blanc Sablon Que (New Contract)
(La Cie de Transport du Bas St Laurent

LEC]) Lc cece ee eee ence renee tae veeeesee ee “~~~ 483,000 . —

Mulgrave, Canso & Arichat NS (Langley a 7
Shipping Ltd).......... eneesacesesee ° 52,400 wee ee ie
Owen Sound, Manitoulin Island & re So a ee
Seorgian Bay Ont (The Owen Sound co an

Transportation Co. Ltd.}.......eee05- 185,700 213.735 49,620 —-

@ Pelee Island and the mainland Ont :

(Pelee Shipping Co.Ltd)....escscescee 88,695 88,695 88,695 88,695

*Pictou NS, Charlottetawn PEI & Iles oo
Az mTM A . ogdela» adoloine Que (The Macdalen oo 4

Islands Transportation Co Lid)......, 304,160 389,900 389,900 406,000 ~ nly
Portugal Cove and Bell Island Nfld He
(The Newfoundland Transportation Co’ Oo

Ltd). .eeeeee peeceseceres eseeeccecees 267,925 265,234 262,543 298,684

Prince Edward Island & Newfoundland

(North Shipping & Transportation Ltd) 108,600 102,900 102,900 102,900

Prince Edward Island & the north

shore of the St. Lawrence River Que. . o

(Reginald S MacDonald) ........e.ee.5. 35,000 35,000 —s

*Prince Edward Island & Nova Scetia oO oO co

(Northumberland Ferries Ltd)......... 870,699 912,624 1,086,151 1,070,000

Quebec, Natashquan & Blanc Sablon Que :

(La Cie de Transport du Bas St. oo

Laurent Ltee) cee cece eee ne eeeeccsces 430,000 mee — oe
Rimouski & north shore ports to Blanc :

Sablon Que (La Cie de Transport du.

Bas St Laurent Ltee)..iceesseaseceeee 290,000 — cee ee
Riviere-du-Loup & St. Simeon Que oe

(La Traverse Riviere-du-Loup—St Fe

SLMEON LUCE) pevenetecnsreseccccseraes 21,000. 21,000 21,000 . 21,000
St Parbe Nfld & Blanc Sablon Que

(Puddister and Bennett) ...caccsceaers —— oe 70 ,000 91,452
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1968 “1969 1970... «1971

Fastern Local Services -

Service between:

St Lawrence River & Gaspe ports to 
ne .

Chandler Que (Maritime Agency Inc)... 43,900 43,000 . . 43,000 — oe | an EESorel & Ile St Ignace Que (La Cie de 7

la Traverse du St Laurent Itee)...... 43,000 43,000 50,000 - 50,000" 3 f
Twillingate & New World Island Nfld So a os , a
(Winston Saunders) ...-ssseeseeereeees 63,400 63,400 ~ 63,400 80,000 Se
Tobenmory/South Baymouth (Owen Sound =. Co i é

Transportation Co Ltd)... ,sseesesocece we oo — 62,700 . re

cama

SL ar ieee Layee ote re tea naanwere rt “i
ae

Iie me prae rn ge lh nr er ee Stes PT 8 RES ‘ad

Newfoundland Coastal

. Steamship ‘Services

Loe
Financial assistance to the operation
of coastal steamship services 6,829, 914 7,690 ,352 7,229,867... By MOT 4

| She 100, 521 "> $13,204,113 So
$12,236, 240 $5,924 ,052

LE pe) wihgee whe eae etbtecbepbind Lg GiaNe ee beng Rede eTEPSON EATEN TErry + meen em by - an 7 A > mn 4
*Forry services comparsble to these orovided by B.C, Ferries.
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Source, Public Accounts, Government of Canada -
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East Coast Passenger-vehicle Ferry Services

Comparable to Those Operated by B.C, Ferries
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Dalhousie, N.B.

Operator:

‘Vessel

_ Subsidy

Service

Black's Harbour

‘Operator

Vessel

Subsidy

Service

Saint John, N.B.

Operator;

Vessel

Subsidy

Service

‘Cape Tormentine,

.

> ose

,

Operator:

Vessel

Subsidy

Traffic

5. Caribou, N.S.

.

*

Operator:

Vessel

- Subsidy

6. N.S.Yarmouth,

Operator:

Vessel

Subsidy

Service

Traffic

arnut |

op

Miguasha, Que, (interprovincial-

ude la Loi et es. tat Li timation

ay

Allll
i
:

Deemer

teats,
¥

i be

_ Dalhousie - Miguasha Ferries Ltd,

Inch Aaron (capacity about 15 vehicles)

C.T.C,

Hourly

Grand Manan Island, N.B.

Coastal Transport Ltd.

Grand Manan (capacity = approx. 15

vehicles)

~T.C.

Twice daily

(intra)

_ Digby, N.S. (interprov.)

C.P. Rail :

S.S. Princess of Scadia
None (have applied to C.T.C.)

“Twice daily

NB. -~ Borden, P.E.I, (interprov.)

C.N.

. MLV. Abegweit

M.V. Lucy Mand Montgomery db

M.V. Confederation - | . He

John Hamilton Gray , ae

M.V. Holiday Island

. (487 pass. & 153 vehicles) Re
“MV. Vacationland a HEY

(487 pass. & 153 vehicles) oY
C.N. '

Passengers +« l, 219,800 (1971) oe
1,289,925 (1972). ,

Vehicles

?CPS rem ate put unin gd tis woman geononetiovearqe,

474,090
505,000 (1972)

-~ Wood Island, P.E.Z. (interprov.)

Northumbe rland Ferries Ltd.
Prince Nova

Lord Selkirk

€mep (60 veh. , 300 pass.)

Bar Harbour,.Maine (international) |“

CN,

M.V. Bluenose IT
C.N,

Daily oo —

Passengers - 88,849 (1971) 96,636 (1972)

Vehicles - 27,351 (1971) 28,724 (197000137 ¢

(1971) RE



7.

8,

9,

10.

North Sidney, N.S.-

Souris,

| Operator

‘Yarmouth, N.S,
Operator:

Vessel

Subsidy

2

.

North Sidney, N.S.+

Operator:

Vessel

Subsidy

Traffic

Operator:

Vessel

Subsidy
~ Traffic

P.E.I.

Vessel

Subsidy

a

°

*

°

-

.

,*

°

Lion Ferries Ltd. we:

‘Passengers - 28,511 (1972)
“Vehicles - 9,091 (1972)

Docitment-disclosed-under the Access to Informatian Act "4
Document divulgué-en vertu de.la Loi sur I'accés @ l'inform

Portland, Maine (international)

Prince of Fundy

Frederick Carter

Charter vessel -

C.N.

Passengers - 244 ,274 (1971)

247, 867 (1972)
Vehicles - 70,832 (1971)

77,571 (1972)

aex

Argentia, Nfld. (interprov.)

cM. FE ——

M.V. “Ambrose Shea
' Charter vessel

c.N.

Magdalen Islands, P.Q. (interprov.)
a _ ai nwt ~ vr 2. 3H

The Magdaien Islands TranSpor CaciOn CO. wece

-T.C.

RAB

i pet

ane e en ee Ney be ay ee LE CE eva MMe Ee

os

Si etal aaa Date ne einen Tee enedseen netic sit ainineg corms vexuaaed i
boseNone

Port aux Basques, Nfld. (interprov.) 5
. C.N. /— VT | . ;

William Carson if
Leif Eriksson t

om
ef

a

7. . Qf
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MINISTER OF TRANSPORT & COMMUNICATIONS
~ Honourable R.M. Strachan

GENERAL MANAGER - = €, Gallagher

OPERATIONS MANAGER - W.B. Weston

TRAFFIC MANAGER —. = R.J. Innes

SHIPS AND AREAS COVERED

VANCOUVER + VICTORIA (TSAWWASSEN - SWARTZ BAY)
M.V. "Queen of Victoria"

M.V. “Queen of Vancouver"

M.V. "Queen of Saanich"

M,V. “Queen of Esquimalt”

M.V. "Queen of Sidney” (Summer schedule)

VANCOUVER - NANAIMO (HORSESHOE BAY ~ DEPARTURE BAY)
M.V. "Queen of Burnaby"

-M.V, "Queen of Tsawwassen" (supplementary service)

MoV. "Queen of New Westminster"

M.V. "Queen of Nanaimo?’

M.V. "Queen of Surrey"

SUNSHINE COAST (HORSESHOE BAY - LANGDALE)

M.AV. "Sunshine Coast Queen"

M.V. “Langdaie Queen* .

M.V. "Queen of Tsawwassen" (supplementary service)

SECHELT - POWELL RIVER (EARLS COVE - SALTERY BAY)

M.V. "Powell River Queen"

HORSESHOE BAY - BOWEN ISLAND (SNUG COVE)

M.V. “Howe Sound Queen"

KELSEY BAY —- PRINCE RUPERT

M.V. "Queen of Prince Rupert"

KELSEY BAY - BEAVER COVE |
MoV. "Island Princess"

VANCOUVER ISLAND - GULF ISLANDS (2SAWWASSEN TO GALIANC,
MAYNE, PENDER, SALTSPRING AND SATURNA ISLANDS) .
M«wV. "Sechelt Queen" (Summer)
M.V. "Queen of the Islands" (Winter)

INTER GULF ISLANDS SERVICE & VANCOUVER ISLAND
(MAYNE, GALIANO, PENDER, & SATURNA ISLANDS)
M.V. "Mayne Queen"

weed.
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2 , : ' Document divulgué en vertu de la-Loi surI'accés a l'information

SHIPS AND AREAS COVERED cont'd

BRENTWOOD - MILL BAY (SAANICH PENINSULA)
M.V. "Mill Bay”

VANCOUVER ISLAND - SALTSPRING ISLAND
M.V. "Bowen Island" (Swartz Bay - Pulford)
M.V. "Saltspring Queen" (supplementary service)

M.V. "Vesuvius Queen" (Vesuvius -.Crofton)

M.V. "Pender Queen” (spare ship).

GAMBIER ISLAND -—.KEATS ISLAND
M.V. "Dogwood Princess"MY

SIDELIGHTS:

PAID PARKING LOTS AVAILABLE

the terminal $i, 25 per day.

CATERING ~

Passengers have the convenience of an enlarged cafeteria
system on the stretched ferries. These cafeterias are able

to handle 252 patrons at one sitting. In addition to the

cafeteria on the promenade deck there is a restaurant: on

the sun deck able to serve 136 passengers. Catering

facilities are avé ilable on all other vessels servicing the |
major routes.

EMPLOYEES ©

There are approximately 2,800 employees in the system,
compared with 200 when the system started.

‘SHIP ‘SERVICES

Passenger elevators have been installed in the new ships

svecifically for those unable to use the stairs. The M.V.

"Queen of Sidney" and M.V. "Queen of Tsawwassen" do not
have elevators. mo

The stretch ferries also have nursery facilities, no-
smoking areas and paraplegic washrooms.

7 eee

Tsawwassen . 350 vehicles. — 50¢ per day or portion
Swartz Bay ; 300 vehicles 50¢ 48 hours .

. Departure | 358 vehicles 50¢ 48 hours
Langdale - 85 vehicles .- ° 50¢ 48 hours -

Horseshoe Bay 180 vehicles 50¢ per day or portion
Kelsey Bay ... Private field parking 2 miles scuth of

Prince Rupert © .100 vehicles» ~ 5O0¢ per day or portion.
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TOURIST COUNSELLORS:

University girls are employed on the ships for the

summer months to give information on travel and vacation

spots throughout the vorovince.. They are given extensive

training before the tourist season starts, oe

MACHINE REPAIR SHOP:

A service unique to the ferry business is the combined

machine-repair shop established at Deas Dock on the

Fraser River, which allows for a planned program of:

preventative maintenance.

Another unique service is the most modern and completely
equipped inflatable liferaft servicing center in Canada,

aiso located at Deas Dock. Refitting and lay-up berths are

now in operation on the man-made basin at this location. -

000144
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Document divulgué en vertu de la Loi sur faccés & l'information

STATISTICS

BRITISH COLUMBIA FERRIES -

YEAR END PASSENGERS

2,040,000

2,665,000

3,180,000

3,300,000

4,000,000

4,477,000

4,361,000

4,774,000

5,671,000

5,963,511

6,771,837

7,629,385

1962

1963

1964

1965

1966

1967

1968

1969

19790

1971

1972

1973

March

March

March

March

March

March

March

March

March

March

March

March

31st,

31lst

31st,

31st,

31st,

31st,

31st,

31st,

31st,

31st,

31st,

3ist,

TRAFFIC INCREASES IN 1974

mo PERCENTAGE

PASSENGERS INCREASE

: OVER 1973

farch 31, 1974 8,538,297 11.9

(year end)

MONTHLY INCREASES SINCE. MARCH 31, 1974

| PERCENTAGE
PASSENGERS INCREASE

| OVER 1973

631,269

690,793 16.6

880,752 23.3

1,122,308 1.5

April, 1974

May, 1974

June, 1974

July, 1974

3,325,122

\

VEHICLES

3,169,582

VEHICLES

241,788

264,131

298,386

370,483

VEHICLES

697,000

895,000

1,034,000

1,185,000

1,333,000

1,516,000

1,530,000

1,733,000

2,192,000

2,228,412

2,552,505

2,824,964

PERCENTAGE
INCREASE

OVER 1973.

“41.2

PERCENTAGE

INCREASE -

OVER 1973

7.9

18.8

15.4

ee

1,174,788 Ave.10,0
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BRITISH COLUMBIA FERRIES

STATEMENT OF INCONE & EXPENDITURE FOR THE PERIOD APRIL 1, 197i = MARCH 31, 1972

T a me a HOWE S.- KELSEY BAY- NORTH SALARIES & ~ , i
‘ S.B.— TSAW. | NAN.-H.B. G.1.-MAIN. G1. Vel. JERVIS PR. RUPERT Vet. WAGES MISC, TOTAL {

q !

VESSEL COSTS . 5

Salaries & Wares 5,258,064 | 4,915,742 722,728 585 ,008 1,324 658 1,189,431 243,619 | 14,239,250 14,239,250 |
fc x si . * :

Operating 1,655,103 | 1,666,133 94,833 | “!s01,843 [71,445,027 632,449 | “378,223 6 873,611
Catering 1,514,585 1,042,231 63,107 142,122 185 ,279 43,811 . © 2,991,135 |

Neas - 204,717 204,717 61,415 61,415 163,773 81,487 49,943 818,857

TOTAL VESSEL, $ 8,632,469 7,828 ,823 942,083 1,148,266 3,075,580 2,089 ,046 1,206 ,596 24 922,863

TERMINAL COSTS —

Salaries & Wapes 1,201,019 804 ,206 70,000 91,819 228,237 121,199 36,204 | 2,552,684 2,552,634

Operating 706,809 341,386 180,694 354,505 204 ,767 169,517 50,636 2,008,314

TOTAL TEBMISAL $ 1,907,828 1,145,592 250,694 446 324 433,004 290,716 86,840 4,569,998
—— 

- - 
VEG

Total Vessel & Terminal | 10,540,297 , | 8,974,415 1,192,777 1,594,590 3,508,584 “5379 762 1,293,436 a, "29 483 B61

| ¥EVENUE FOR PERTOD 12,924 836 9,245,645 851,936 550,845 3,125,692 1,777,544 535 ,066 21,055. 29 032,419

KET GAIN OR (L058) $ 2,384,539 271,230 (340,841) | (1,043,745) (382 ,892) (602,418) | (758,370) 21,055 (451, 442/

NOTE: "1. Ineludes $256,000 for major repairs to Pender Queen. — Pre-Operating Costs . /

- , *2, Includes $500,000 for major modifications on Deas Maintenance 612,673}. 627,595 1,240,268

ae Sunshine Coast Queen & Howe Sound Queen, “Administration & Insurance 441,067 | 2,172,886 2,613,953
*3, Includes $600,000 for major modifications on Island Princess, re

. . “fh

*4, Includes $1,350,000 for major expenditures charged under Total Operating Costs 717,845,674 | 33,338,082 _
operating costs. Capital Cost: 5 847,480

_ Total Costs 39,163,962

Revenue 29,032,419

Net Gain or (Loss) — - 1$(10, 153,143)
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BRITISH COLUMBIA FER RIES.
‘ . a : - <

= STATEMENT CF INCOME AND EXPENDITURE

ee 1
Swartz Bay~ Marseshoe Hay- Gulf Istands- Gulf Titands- flowe Sound- -, Kelsey Bay- North Salaries Misertlenvous { Tent

‘Tsawwassen Nanaimo * Maintand Swartz Bay ecvis Prince Rupert V.L aud Wares Aeiscell? neous i ea

Vessel Costs

6,358,929 5,781,207 864,771 671,373 1,622,571 _|1,217,589 293,067.
Salaries and wages

CURE AIG ee cece cet coeceeene icra eeneetane

COLIN Gece cece ceette teen vee

» Deas

TORT, Vessel ee eeenteeteeceeceeete estes creas

‘ Terminal Costs.”

Salaries and wats once ee ee

Operutifie 0.

‘Total, Terminal 0000 2 ee ee eee

Total, Vessel and Terminal

| 22393 4273.

wf 21709 9248 1,145,297

22061240 |.29.088.

74 549

1,817,824194,756 we G23 234d.

24,448 7,335 7,335 4,887_.

AG B10.,007_|......

wnneeeee 2 QED. Nc ccccesssecsseeeessnienian fineness

10,437,892 ._..9 OA. G92... _ 873,464... dp 210, 254... 2,248,2.93....... a EOS ey ZOD cel ceccssscecsveeneserecsene| veeveeceseeeetseme cece 27

| 2,415,435 952,859

jd. g0.39.,7.94...|..

90 ,000 122,739 276,552 150,324 |. 36,182

729,943 889,228 135,276 222,084 273,828 43,973

P2944 087 hee 3,044,091...

i 2,408,025

2,136,378 1,842,087 225,276 __ 344,823 550,380 60 ,155 bog ey 7y

eae de hls

22,574,270 10,854,779 1,265,010 1,218,287 4,260 ,634 745 ,876

ik4,.469 222 10,270,075 971,495 614,765 3,.2724455
Revenuz for period

Net gain (or loss)
1,695,452 (584,704) (293,515)

[

| (603,522) (584,123) (198,941)

ne $6.9 9.35.

1

I.

133,500,658
331209 (685

|
!

Form 3.C.P, $o-$00-$972-7154

(988,179)

General administration

Pre-operating

Deas (exclusive of stock)
731,954

Total operating.

- Capital cost.

21,085,978

O08 27 004.

Total costs

Revenue.

"143,738,293.

11,574,179)
| Net gain (or loss)
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BRITISH COLUMBIA FERRIES

STATEMENT OF INCOME. AND EXPENDITURE FISCAL YEAR 1973/74 —
, ; Period Apsid 1/73 to March 31/74

as % Hone v % ane ‘ % rainy a % Hone Sound Vo phetsey Bay Ye Noth ve und ae % Total %
— -Notea.-Only.

Vessel Costs . 
.

Salaries and wages 8,198,961 1495) 8,191,136 | 66511,126,880103:5} 829, 706120.11 2,219, 57016).6)1,441,03.63.7|_415,968/63:622,423,252 160.31 22,423,252 69.3

Operating 2,420,195 iy ot 1,936,345 [19-7] 286 233 262) 241,053134-91,028,963/2251 642, 204128. 168,654 125.8 6,723,647 18-1

Catering Food Costs .|. 2,495,620 [15-0] 1,964,358 [15-9] 214,402 10-5| 23,4001 3.4 292,646) 8:1) 248,999.01 45,4181 6.9) 5,184,843 [13.4

Deny Mainr.& Refir 547,720 ) 34 489 29) Ol 49 joo! 4-0) 308 251115.7) 613, 69047-11211 95 Fg 067] 14 1,993,070 19:44
Total vessel 13,632,496 [32-2 | 12,581,130 flo2-1/1,570, 6154-20, 202, 410474.0/4,154 ,869115-312,544, 1852.5! 639,107 197 7 36,324,812 A771

Terminal Costs : ‘ .
Salaries and wages. __. 1,779,353 }10-7| 1,296,910 |lo.S| 130,69912.0| 166,524/24.\| 375, 877/\0.4, 207,438.9.2| 59,87919.21 4,016,679 Ilo 4] 4,016,679 |i0-8

Operating _& Maint. 674,267 | 4 561,027 | h.6l 28,485) 2.6] 243,711/35.31 253,150; 7-0} 106,288 4.4] 30, 680/47 1,897,608 | 5.3

Total terminal . 2,453,620 j14-8{ 1,857,937 15-4) 159, 1831y-G) 410,235/54u) 62902717.) 313,726039] 96,559 [13.9 5,914,287 \15.9

Total vessel and terminal 116,086 2116 _127:01.14.,439.,067 M7211 729, 794153: 8h 612,6451039.414,783.,.096/37-712.,.852.,01-1)!25-41_.729 6661.8 42-9.39-,099.N9:6
Revenue for period. 16 568,871 [00 0} 12,317,942 [100-0/1,089 O15 100.0} 691 ,1301190:0} 3,604 411/00. 0/2, 261,035}100.9_ 653,662 j100.01 37,186,066 jloc.0|

Net sain (or loss). 482,755 | 3-0] (2,121,125) N72) _ (640,789) 58) (921 51533-41179 ,485)32-71 (596 ,876)26.4 (76,004) 11.07 (5 ,053,033)1 13.6]
, Insurance & Generai administration 644,919 |i-7) 4,127,203 | N.!

Pre-operating

Deas (maintenance) 889,206 12.4] 1,381,408 | 3.

Total costs Le 47,747,710 (128.

Revenue 37,186,066 90.0

Net gain (or loss). 10,561,644 28.ul)

. : : . _ Capital Appropriation Vessels 3,950,367 [106
A MINOR ADJUSTMENT OF LESS THEN $1,000.00 IS EXPECTED " " Terminals 5,061,822 413.6

EFORE FINAL CL OF BOOKS 0 OUNT. ;B CLOSE OKS OF ACCOUN TOTAL CAPITAL COST 9,012,189 {242
Revised Form B.C.P, t

Dee, 73

~~ 000149
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TER - RE: B.C. FERRIES - MINISTER'S
R. STR | |

You will recall that as a result of a request by

vr Barrett of B.C. to the Prime Minister, Transport was

ted to bring forward a Memorandum to Cabinet outlining

ative formulae for providing assistance to B.C. in

tion with the provincially owned ferry service. This

t Memorandum was prepared, signed and placed on the

Of the Cabinet Committee on Federal-Provincial Relations

Spring of 1974, but, because of certain reservations

developed in ‘Transport, it was withdrawn and has not

-s ubmitted.

The Privy Council Office has recently written asking
advice on the position the Prime Minister should adopt in.

matter. The B.C. Caucus has also asked for a position

er on the subject.

i

Last Spring! s Cabinet Memorandum outlined the following.
natives: .

1. -- providing a higher ship construction subsidy for
' B.C. The cost im plications of this. change, which |

would have to be offered to shipyards in all provinces,.

was considered prohibitive. This was not recommended.

2. . providing some form of annual assistance to B.C.
FERRIES at some percent of their annual deficit

up to a fixed maximum. This would involve an_open—

ended comnitment on behalf of the federal government.
This was not recommended -
— —

3, ‘establishing | a Federal West Coast ferry service.
This alternative too is open-ended. In addition to

initial capital costs, thé federal government would
be obligated to underwrite operating Losses in £uture

years. This was not recommended, .

4. providing a lump sum payment toward the extension

of exclusively land based facilities, including
terminals, causeways, and possibly roads. This~-
assistance could be calculated according to a formula

which was relatsad to the distance ketween Vancouver

and the Provincial Capital.

a providing a federal grant for speci ific | new texmin als”
and associated t candi: Fer
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ive were considered worthy of further
t Memorandum recommended that before.
n be held with the Government of

Cy tee
oo

made, meeti s , W

B.C. to determine the scope of the need of any assistance to

B.C. PERRIBRS. This remains. in some doubt due to the unavail-

ability of full financial data on the ferry operation. The

other federal assistance being provided to B.C. was to be kept

in mind. There was to be a further report to Cabinet with a

recommended assistance formula, if considered warrante Q.° This |
aoproac!nh could still be advocated if necessary.

Other Considerations

1. Certain forms of assistance to B.C. FERRIES coulda’
upset a policy, defined | by a Cabinet decision, ‘Pebruary a,

1966, as follows - co o ; 2

"As a matter of policy, the federal government:
should require the provincial governments to

“assume responsibility for all ferry services

and ancillary terminal facilities of an intra~

provincial road tink nature." .- at LE

The 1966 Cabinet directive has partially ‘been: ‘applied
in Ontario and Quebec, and those provinces have assumed |

support for certain intraprovincial ferry services and --

the capital costs of the associated terminals, following

a "buying-out" agreement with the federal government.

; However, responsibility for maintenance of the terminals

has remainéd in federal hands to date, so-that the Cabinet
dtrective Gannot be considered wholly implemented in any a

of these cases, and is a weak federal position for refusing 9 --

tc support B.C, but it is the only pertinent federal policy ,
available.

“2. You will recall we.were concerned - that perhaps’ ‘B, om
was already receiving more than its share of federal spending ~

n transportation. Current federal involvement in trans-

portation projects in B.C. includes Prince Rupert Harbour

($17 million); various Vancouver terminals ($45 million);

the B.C. Rail development program ($167 million); Hudson

Street Bridge Crossing ($24 million); Vancouver Airport -_ co
Expansion ($30 million); Alaska Highway — (in B.C.) ($42 ~— =|) 8 *
million, then turn-over to B.C.); and the Ashcroft-Clinton , :

Rail Connection (910. miliion) . (fotal: $335 millior..)

3. This position is fur rth ubstantiated by a rece
2ibmission by the Canadian sport Commission to Treasury
soard in regard to the payment of subsidies on the privately.
operated B.C. coastal ferry services. A six month contract

from April to September, 1974, called for $800,000. ‘The

<- 990152 °
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5Qx ting increases in labour,

oe otc. plas inflati ion, has now requested the C.T.C.
orovide $2.1 million in funds for the next six. months.

ore asury Board have not yet given approval for this
crease, but may do so. If they do it will represent

increase of over 300% in the gonval federal subsidy

this service. Payment of this increase could be made

lieu of assistance =O B.C, FER RIES. no

ch

a

5

cr obi,

IPs Fy he aefr r3 OD ry

4, The aifficulty of spreading federal resources
over too many transportation projacts in B.c. isa

Factor to be considered. For examole, federal partici-—

ation in solving the Vancouver access problem would.

rhaps be easier to arrange without a competing demand
for assistance to the B.C. FERRIES. Assistance ona

pecific bottleneck problem such as the Vancouver access

is unlikely to provoke wide-ranging new demands from other.

provinces, whereas providing assistance to B.C, FERRIES.

. Carries this danger for the federal government..

h ome
“W

5. Another point likely to be raised by Mr. Strachan

is the B.C. Government's desire to obtain access to a ~

Study recently completed for the C.T.C. by Acres ‘Consultants
whose mandate was to determine coastal ferry requirements .

on the B.C. coast. The federal position is that, while |

1200 pages of material has been submitted to the C.T.C.,

the quantity and organization of the report necessitates

the consultant providing a summary o£ approximately 100.
pages prior to release. It is unlikely that the C.T.C.'B
will be prepared to make anything available to the Province

until the summary is completed, sometime early in the new

year and the Minister might wish to advise Mr. Strachan

that he will request Mr. Benson to allow the B. Cc. Government
.to examine the study at that time.

-A response to the Privy Council Office on the
approach to be made to this prooien by the Prime Minister.

can probably be made after the meeting with Mr. Strachan.
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PRIVY COUNCIL OFFICE BUREAU DU CONSEIL PRIVE

OTTAWA, KIA CA3

CONFIDENTIAL | August 21, 1974

. Oo MEPOTY Be
Dear Mr. stdnef? — ‘

Iam writing with regard to some outstanding

‘Matters related to the Cabinet Memorandum submitted by

your Ministry in April, 1974 on Assistance to British

Columbia Ferries (Cabinet Document 301-74). It is my

understanding that the document was recently withdrawn,

at your request, from the list of items to be considered
by Cabinet.

et rye:
oa

As you may know, the submission of this memorandum

for consideration by Ministers was originally requested

by the Prime Minister in a letter to Mr. Marchand of

January 29, 1973. This was subsequently followed up by

a letter from the Prime Minister dated June 22, 1973,

underlining the urgency — of dealing with the matter as
soon as possible.

It should also be recalled that the Prime Minister

wrote to Premier Barrett on January 29, 1973 suggesting

that the question of assistance to B.C. ferries would be

studied and that he would be writing to him again on the

subject "within a few weeks". In light of the Prime

Minister's interest in following-up this matter and the

commitment to reply to Premier Barrett, I feel that, at

least, an interim report to Premier Barrett should be

made explaining the delay and where the matter now stands.

Perhaps such a letter would assure the Premier of the

Prime Minister's continued attention and suggest an

intention to examine the B.C. request in the light of

the general question of aid to ferry systems, which I

understand was a commitment made during the recent

campaign.

Mr. O.G. Stoner

Deputy Minister'of Transport

Tower "C", 25th Floor

Place de Ville

“Ottawa, KIA ONS
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I would very much appreciate it if you could

give this matter some thought with a view to providing

us with a proposed draft interim report for the Prime

Minister to send to Premier Barrett.

Yours sincerely,

¢'W.L. Haney,

Director,

Policy and Program

- Review Section,

Federal-—Provincial

‘Relations Division.

QR

c.c. Mr. J. Davey |

Mr. K.G. Wilson
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BUREAU DU CONSEIL PRIVE

HE qj nen OTTAWA
0 Pee po K1A OA3

@ Gite
Y October 30, 1974

Mr. K, Wilson ie
Senior Administrative Officer -

Domestic

Policy Planning and Major Project

Branch

Ministry of Transport

Trans Canada Building

Place de Ville

Ottawa, K1A ON5

Dear Ken:

As discussed this afternoon, I am sending

you a copy of Premier Barrett's letter of October 16

to the Prime Minister regarding British Columbia's

submission on assistance to the B.C. ferry system.

Your assistance in preparing an appropriate draft reply

to Mr. Barrett would be appreciated.

In light of your Ministry's plans to prepare

a document for Cabinet consideration on this subject,

it would be too early to send a substantive reply to

Mr. Barrett's letter at this time. However, as several

weeks are likely to

alternative courses

elapse before Cabinet considers the

of action for providing assistance
lng

ni fait| ee
4 lor Ge an interim reply to Mr. Barrett.

ir aw .oe je Also attached is a copy of Mr. Basford's
“Agl? en? letter of October 28 to the Prime Minister on the same
0 hs qt: subject..-As mentioned this afternoon, I understand that
pp sa Mr. Haney has already discussed this with Mr. .Butler.

oO . :

Thank you for your assistance in providing the

necessary material.

Lh, Yow apn free
0 tut ef ben a gated ber

to the province,’ it would appear to be important to send

Yours sincerely,

Lotiisé C. Robinson

Se dace 4 000156
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‘ f AD-GF F
‘Nr. John Wood, | Alek
Executive Assistant to the 

, |Premier of Critish Columbia,
Parliament Buildings, 

_Victoria, British Columbia. 
‘1a 
.

Dear Mr. Wood: 
r

. On behalf of the Prime Minister, I wish ‘to . .
- acknowledge receipt of the letter and accompanying dacu- &:
ment addressed to him.by the Honourable David Barrett "
concerning federal government financial assistance for aferry services in 8ritish Columbia. I am sorry for the :delay in doing so but unfortunately Mr. Barrett's corre- Qspondence, which was dated October 16, was received in .the Prime Minister's office only on October 28. Would
you kindly convey this message to your Premier and also otassure him that his letter is being immediately brought |to the Prime Minister's attention. * |: 

|

Yours sincerely, .

ORIGINAL SIGHED By 
t

ORGINAL SIGE pag

Claude Desiardins 
~

Claude Desjardins, |
Correspondence Secretary.

Original: F.A.G. Carter (with enclosure)

cc: Minister of Transport,
Attn: Lucie Dion,

Executive Assistant.

R.G. Robertson = Michael Kirby

Denis Hudon . Mary E. Macdonald 000157
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j | SD
. \ october (tp) 1974. . y

SK o » Wi. . Meena Or oY
The Rt. Hon. Pierre E. Trudeau, =

P.C., Q.C., M.P.,
Prime Minister of Canada, ‘ . ,
Ottawa, Canada. -

Dear Mr. Prime Minister:

I am enclosing herewith for your .
personal attention a copy of British Columbia's
submission to your government for financial
assistance to government ferry services in
British Columbia. I'will not in this letter
reiterate what my government considers to be the
very cogent arguments that can be made in support
of a substantial federal contribution to what is
-essentially a link in the Trans-Canada Highway
system. These reasons are set out in the brief
and are based in part on constitutional grounds
and on the treatment given to other provinces in
similar situations. °

“My Minister of Transport and Communi- ,
cations, Mr. Robert Strachan, anticipates meeting
with your colleague, Mr. Marchand, in Ottawa on
October 2lst. to embark upon serious discussions
on this subject and I wanted you to receive a copy 7 .,
of the provincial brief in advance of that meeting. aoe ne

_ David"Barrett,
Senay a

Premier.
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' My dear Colleague:
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October 23, 19. |
NN

Right Honourable Pierre E. Trudeau, P. C., Q. Cer M.P. y
Prime Minister of Canada, .

East Block, ,

Ottawa, Ontario. Se . *

Last week Jean Marchand and I each met with Robert ,"
Strachan, the Minister of Industry of British Columbia, to
discuss the issue of possible federal assistance to B.C.
ferries. I understand that officials from the Privy Council
Office and Department of Transport are preparing a policy
paper on. the problem. Premier Barrett may also raise the
issue with you during his visit. I would like to contribute

the following thoughts on the problem.

Document divulgué en vertu de la Loi sur I'accés @ l'information

- British Columbia has requested ‘that the federal govern~"
ment remit customs duty on its purchase of a Swedish ferry,

waive sales taxes on supplies of fuel oil, building materials

and other items used: for operation of the B.C. ferry system,
and possibly contribute a subsidy towards operating expenses
or capital | assistance of some form.

My Department has agreed to the remission request and
it will be considered.by the appropriate interdepartmental
committee on November 5. As you know, Cabinet has considered
the sales tax problem twice previously and decided against
B.C.'s request. In 1966 Cabinet agreed to end all. antra-

provincial ferry subsidies. oh

The question remains, what can we do to assist B.C.
transportation difficulties? I suggest the following approach.
Rather than become involved with ongoing subsidies, capital
assiStance or removal of the sales tax - where we will receive
very little political credit and perhaps create troublesome
precedents ~ we could offer to complete by ourselves one of

the_projects proposed in the Federal B. _C, North-West Transpor-
tation Agreement, Or some other capital: project an_ B.C. where
we could obtain 100% of the e political” credit. Discussions are,
now proceeding with the province on ways to finance the.
construction of the Ashcroft-Clinton Railway By-Pass and. the

- development of general commodity and bulk handling facilities
at _ the Port of Prince Rupert.

t

House of Commons _ Chambre des communes "
Ottawa . Ottawa
K1IAOA6 - KIAOAG

heh,
Ce ery’

Iz (Ae
>
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There have been delays, particularly with regard.
to Prince Rupert, in obtaining agreement from B.C. ona rote og
cost-sharing formula. An offer to develop Prince Rupert; ~ | {.
construct Ashcroft-Clinton, or some other agreed project, '
by ourselves in lieu of ferry assistance would both be a oS
positive contribution to B.C. and would ensure a more visable
federal presence with the resulting political credit. ‘

I hope these thoughts may be of some use to you in
your forthcoming discussions with the Premier.

‘Yours sincerely, an

” .:
” aod

Ron sford.

cc: Hon. Jean Marchand . 7 Nts

000160
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CONFIDENTIAL

October 29, 1974

Mr. Alan P. Campbell

Water Transport Committee

Canadian Transport Conmission

Congill Building

275 Slater Street

Ottawa, Ontario KIA ONS

Dear Alan:

RE: 5.C. FERRIES

You will be interested in the attached “position

paper" delivered by Premier Barrett on September 24, unless

you have already seen it. It came to my attention via PCO

just recently.

You will recall our past conversations on the

Memorandum to Cabinet on B.C. FERRIES, and your concurrence

with that document. It has never, in fact, been considered

by Cabinet, because it was withdrawn sometime after its

submission last April.

The Memorandum did not consider what are apparently

new constitutional points being raised by Premier Barrett. |
On October 16th an expanded version of the Premier's state- |

ments was delivered by Mr. Strachan during his meeting here )
in Ottawa with the Minister. A copy of the submission is

being made for you, as your views on the subject will again

be sought. |

Yours very truly, |

- Original Signed by

K. G, WILSON

K.G. Wilson

Senior Policy Advisor - Domestic

Policy, Planning and Major Projects

Attach.
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DEPUTY MINISTER OF TRANSPORT SOUS-MINISTRE DES TRANSPORTS

ACTION REQUEST FICHE DE SERVICE

TO-A DATE

. ASTA Nov.4,1974

FROM e FILE NO. — N° DE DOSSIER

DMs office

“aril tt in ae |
REPLY DIRECT [| REPONDRE DIRECTEMENT

“REQUIRED ACTION [| DONNER SUITE

NOTE & RETURN CJ NOTER ET RETOURNER

INFORMA Tithe sewage ORMA TION

FoPLE IMenTs [| COMMENTAIRES

\ A
PREPARE MEMO TO — PREPARER UNE NOTE DE Suithbddedeatnnmeennconmmersennenmm ;

(Dee X.P.P.P.
REPLY FOR SIGNATURE OF ~ REPONSE POUR LA SIGNATURE DE

{ .ent ig 1974
wa LN

REMARKS — REMARQUES (YUN

a “ape

\ Ri CEIVED
NA th ta

cc: D.M. <@= THIS ceny FOR

cc ~ PEP ~ fo wp.
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OL EICE OF THE MINISTER OF TRANSPORI

&£ CABINET DU MINISTRE DES TRANSPORTS
€

tamorandam November 4, 1974 Note de servics:
7 Dpstinataire: From ~— Expéditeur: |

DMO Lucie Dion
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For your information
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Referred by direction of the Prime Minister _ ee

Transmis @ la demande du Premier ministre

a
To the Minister of Transport,

Au ministre d -- ~ Attn: Lucie Dion,

Executive Assistant.

Document disclo

Document divulgug

ped under the Access to Information Act -

en vertu de la Loi sur I'accés @ l'information

For: 0 information Oo further reply*
Pour: 9 titre de rensaignement réponse ultérieure

0 consideration O necessary action*

attention y donner suite ‘

0 consideretion and further reply at your discretion

attention et réponse ultérieure si vous le jugez apropos

29/10/74 Claude Desjardins,

Correspondence Secretary.

"kay we please heve a copy of your further correspondence.

Veuillez t.vip. nous frire parvenir copie de votre lettre.
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AUSTES OF TRANS SORT i

OIPLARE ba
. CUPP tah PH

Hr. John Wood, NG f

Executive Assistant to the Wace

Prenier of Critish Columbia,

Parliament Buildings,

Victoria, British Columbia.
acne rece aa

Dear Mr. Wood:

On behalf of the Prima Minister, I wish to

acknowledge receipt of the Jetter and accompanying Jacu-

ment addressed to him by the Nonourabte David Barrett

concerning federal governmont financial assistance for {
ferry services in Sritish Cotunbia. TI am sorry for the |
delay in doing so but unfortunately Mr. Sarrett's corre-
spondence, which was dated Octeber 16, was received in
the Prime Minister's office only on Gctober 28. Would
you kindly convey this message to your Premier and also
assure him that his latter is being immediately brought
to the Prime Minister's attention.

Yours sincerely,

ENT MuarD
Noy 6 1974 |

- | RECEIVED
tinea!

Claude Desjardins,

Correspondence Secretary.

Original: F.A.G. Carter (with enclosure}

cc:- Minister of Transport,

Attn: Lucie Dion,

Executive Assistant.

R.G. Robertson Michael Kirby

Denis Hudon . Mary E. Macdonald

Jack Austin Paul Manning

Ottawe KIA OA2
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Cotober 16th, 1974.
a /
fee wo CO 7A
1) Bored O: os

The Rt. Hon. Pierre E. Trudeau, <=

’ P.C., Q.C., M.P., —

Prime Minister of Canada, fo

Ottawa, Canada. (

Dear Mr. Prime Minister:

IT am enclosing herewith for your

personal attention a copy of British Columbia's

submission to your government for financial

assistance to government ferry services in :

British Columbia. I will not in this letter

reiterate what my government considers to be the : .

very cogent arguments that can be made in support '

of a substantial federal contribution to what is
essentially a link in the Trans-Canada Highway |
system. These reasons are set out in the brief |

and are based in part on constitutional grounds

and on the treatment given to other provinces in

similar situations.

My Minister of Transport and Communi-

cations, Mr. Robert Strachan, anticipates meeting

with your colleague, Mr. Marchand, in Ottawa on

October 21st. to embark upon serious discussions

on this subject and I wanted you to receive a copy

of the provincial brief in advance of that meeting.

Yours truly,

Se Et ols

Nwakene,
Premier.
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Ministry of Transport Ministére des Transports

Of of the Bureau du

Dep = Ainister Sous-ministre

To: .

A: XPPP
; fr ws

ASTA ‘<Z=5 THIS COPY FOR

Remarks

Remarques

Re attached. The pM feels
that Mr. Basford's suggestions may

have considerable merit. =

"4. LL: -

pBu%e . Glarke.........

Date ...OCK.s.. 31/74 wee eee
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Bight. Honourable. Pierre 1 ‘Bo ‘trudeau,. P. Ce QC, M. Pe
Prime Minister. of Canada, | oo,
Bast Blocks 300 hy

~Last-week: Jean Marchand | and 1 each met with: Robert .
“@trachad, the Minister of industry of British Columbia, to
Giscuss the issue of possible federal assistance to 8.C. =

' ferries. ..I understand that .officials from the Privy Council
* Office and Dapartment of Transport are preparing a policy

foe ~ paper on the problem. Premier Barrett may also raise the =. | __
-.“:dsane with you during his visit. I would like to contribute oe
2 the following thoughts on the: problen. ee

?

ment emit customs duty on its ‘purchase of a Swedish ferry, ..”
“waive sales taxes on Supplies of fael oil, building materials

oo, and: other items used for operation of the B.C. ferry system, . _
“and possibly contribute a subsidy towards. operating expenses: .
or ‘capital assistance ,Of same forme

ay" bepertuent has. agreed to the ‘remission request. ‘and:
1 wind’ be considered’ by. the appropriate interdepartmental — a
committee on November:5. As you' know, Cabinet has considered!"

the. gales tax. problen’ twice previously and decided against.
B.Ci"s ‘request.’ In'1966 Cabinet.agreed” to end all intra-_
provincial ferry subsidies.” Cte

the, question remains, what. ‘can’ ‘we ao to’ assist | B. 6.'s pe
os traneportation difficulties? 1 suggest the following sppreach.

Rather than become involved with ongoing subsidies, capital«
assistance ‘or removal of the sales tax - where we will receive
‘ wary little political credit and perhaps create troublesome >
presedents ~ we could offer to complete by-oursalves one ofthe. ‘projects proposed in the Federal B.C. North-West rr
tation. Agreement, or seme other capital project in B.C. where. .

oe could obtain 100%.-of the political credit. Discussions are
now proceeding with the province on ways to finance the

construction of the Ashcroft-Clinton Railway By-Pass and the.
_ “development of general commodity and bulk handling facilities”. |
Oo at the Port of Prince Rupert.

‘t Document disclosed ule thé‘Attess to aformatica igs 5°°¢ She,
ft infor

: “British: Columbia ‘has requested . that the ‘federal covers 2



r ‘hope these thoughts may be of some use to you in ~
‘your forthcoming discussions with the ‘Premier.
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October 24, 1974.
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MEMORANDUM TO THE DEPUTY MINISTER 4 QfT 25 1974
adi

Pte ec et EE Of Mdina:. 4 RECEIVED
B.C. Ferries — | Homann [

Mr. Marchand met with Mr. Strachan, the B.C.
Minister of Transportation and Communications on Wednesday,
‘October 23rd, for about an hour. Mr. Strachan had a

very simple presentation to make and the business part
of the meeting did not last more than twenty minutes.

Mr. Marchand made it very clear that it would
take a very substantial change in government policy

right across Canada for the government to be, in a
position to provide financial support for the operation
of the B.C. ferry system. He did, however, indicate

that there might be other areas in which we could
consider assistance. |

The B.C. presentation relied’ first on constitu-

tional and historic political commitments and later on.
a sense of unfairness that Eastern Provinces were being

treated much better than the West.

-Mr. Marchand did undertake to look into the
constitutional and political arguments and I will ask

for views from Justice and the Privy Council Office.
I think they will expect to hear from us in the next
month or two and we will work again on our Memorandum:to
Cabinet on B.C. ferries. You will remember that this is
of priority interest to the Prime Minister and we get
continuing follow-up pressure from his staff.

: ° oF
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THE HOMOGRASLE RL STRACHAN

call that as a result of a request by. ~
C. to the Prime Minister, Transport was

cward a Memorandum to Cabinet outlining

providing assistance to B.C. in

n with the provin cially owned ferry service. This:

femorandum waS prepared, signed and placed on the

o£ the Cabinet Committee on: Federal-Provincial Relations
Spring of 1974, but, because of certain reservations

developed in Transport, it was withdrawn and has not

submitted. mo Ss

ot will

cr ty

kor @ZO ae
(Tr Oo oO’ crRor

BR
Syve ha O-

The Privy Council Office has ‘recently < written asking ee
ror advice on the position the Prime Minister: Should adopt in.
this matter. The B.C. Caucus has also as} xed for a position
paper on the subject. oe

Last ‘Spring' s Cabinet Memorandum outlined the following |
alternatives: | , Te ce

[I~ . providing a higher ship construction. subsidy for
B.C. The cost in ‘olications of this change, which
would have to be offered to shipyards in all provinces,

was considered prohibitive. This. was not recommended.

2. providing some form of annual assistance to B.C.
FERRIES at some percent of their annual deficit

up to a fixed maximum. This would involve an open-

ended commitment on behalf of the federal government.
- S : moe, Lee

This was not recommended. Ls

3. establishing a Federal West Coast ferry service.

This alternative too is open-ended. In addition to

initial capital costs, the federal government would

be obligated to underwrite operating Losses in Future

years. This was not recommended.

4, providing a Lump sum payment toward the extension
'of exclusively land based facilities, including ~

terminals, causevays, and possibly roads. This»

assistance could be calculated according. to a formula
which was related to the distance between Vancouver

and the Provincial Capitél.

al

ea
ani

mhSing Of the ferry service.

£

at
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cives four and five ware considered worthy of further

nition. The Cabinet Memorandum recommended that before.
was made, meetings be held with the Govexnment of

determine the scope of the need of any assistance to

FERRIES. This remains.in some doubt due to the unavail-

of full financial data on the ferry operation. The

ecderal assistance being, provided | to B.C. was to be kept
There was to be a further report to Cabinet with a

1Ged assistance formula, if considered warranted. This

could still ba advocated if necessary. Se

fo We oo ty in
Mork Oo
Other Consideration -

a. Certain forms of assistance to B.C. FERRIES could
upset a policy, defined by a Cabinet decision, February 1, ..
1966, as follows: - we ce es gos oo

"As a matter Of policy, the Federal government: oe -
should require the provincial governments to Det eT
assume responsibility for all ferry services 920° - 7 Lh

and ancillary terminal facilities of an intra-3o- wee etpees
provincial road link nature." ©. ot oe co.

° The 1966 Cabinet directive has partially heen applied
in Ontario and Quebec, and those provinces have assumed _

support for certain intraprovincial ferry services and - .
the capital costs of the associated terminais, following —_
a "buying~-out"” agreement with the federal government. toon
However, responsibility for maintenance of the terminals Se ED
has remained in federal hands to date, so that the Cabinet one

directive cannot be considered wholly. implemented in any or
of these cases, and is a waak federal position for refusing ~

tc support B. Ce but it is the only pertin ent federal - Policy
available.

2. You will recall we. were concerned that perhaps B, C.
was already receiving more than its share of federal spending —

on transportation. Current federal involvement in trans-

portation projects in B.C. includes Prince Rupert Harbour

($17 million); various Vancouver terminals ($45 million);
the B.C. Rail development program ($167 million); Hudson
Streeh Bridge Crossing. ($24 million); Vancouver Airport: - .. ~-
Expansion ($30 million); Alaska Highway (in B.C.) ($42.° ©. = ..°
million, then turn~-over to B.C.); and the Ashcroft-Clinton a
Rail Connection ($10 million). (Total: $335 million.)

2. This position is further substantiated by a recent
scomission by the Canadian Transoort Commission to Treasury |

»svard in regard to the payment of subsidies on the privately

operated B.C. coastal ferry sarvices. A six month contract

ember, 1974, called for $800,000. ‘Thefrom April to Sept

- 

: .
 : 3

 
. 

. 
| 
o
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company (Northland 5} ing inereases in 1

el, etc., plus int now requested the C.T.c.
orovide $2.1 million in funds for the next six a

Yreasury Board nave not yat given approval for this

increase, but may do so. If they do it will represe

_

}
es«

Le

‘an increase of over 300% in the annual federal eupeidy
For this service. Payment of this increase could be made :
in lieu of _assistance tO B.C, FERRIES... :

. The difficulty of spreading federal resources
ver too many transportation projects in B.C. isa -

actor to be considered. For example, federal partici-*
ation in solving the Vancouver access problem would
erhaps be easier to arrange without a competing demand.

or assistance to the B.C. FERRIES. Assistance on a
pecific bottleneck problem such as the Vancouver access

s unlikely to provoke wide-ranging new demands from other.
provinces, whereas eovsding assistance to B.C, FERRIES.
arries this dange for the, federal government ..

"Another point likely co be raised by Mr-
tne B.C. Government's desire to obtain access a

udy recently completed for the C.T.C. by Acres Consultants
hose mandate was to determine coastal ferry requirements . :

the B.C. coast. The federal position is that, while _

0 pages of material has been submitted to the C.T.C.,

quantity and organization of the report necessitates
consultant providing a summary of approximately 100.

2s prior to release. It is unlikely that tne C.T.c.

1 be prepared to make anythin | available to the Province

the summary is completed, sometime carly in the new

and the Minister might wisn to advise Mr. Strachan —
he will. request Mr, Benson to allow the B. Cc. Government
amine the ‘study at that time.

ee.
wv

f~4jy ch ew)“ r

x

Ffice on the
Prime Minister -

ur. Strachan.

A: response to the Privy, Council Of
poroach to be made to this probien by the

iti

é

can or obably be made after the meeting ¥ h
2

= 3 -
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s MINISTRY JOF TR IN PORT ~ MINISTERE DES TRANSPORTS
i

a Office of the M’

Cabinet du Mir

Ottavia, K1A ONS

oon Ok - 31/74...

| TO: DEPUTY MINISTER
| AU: SOUS MINISTRE

0: DEPUTY MINISTER'S OFFICE
AU: CABINET DU SOUS MINISTRE

ALSO REFERRED TO:

AUSSI TRANSMIS AU:

SPECIAL ADVISOR
CONSEILLER SPECIAL

PLEASE — S’IL VOUS PLAIT

PREPARE REPLY FOR SIGNATURE OF:

PREPARER REPONSE POUR LA SIGNATURE DE:

SEND COMMENTS TO:
FAIRE PARVENIR VOS COMMENTAIRES AU:

MINISTER
MINISTRE

[| SPECIAL ADVISOR
CONSEILLER SPECIAL

[Er eecuas Sreciat SPECIAL A SS1STA RT ‘
ASSISTANT — SPECIAL RROJECTS CJeHe Fate CHILD)
ADJOINT — PROJETS SPECIAUX

SENIOR ADMINISTRATIVE OFFICER
AOMINISTRATEUR PRINCIPAL

PARLIAMENTARY ASSISTANT
SECRETAIRE PARLEMENTAIRE

UNDERSIGNED

SOUSSIGN

[| FOR DIRECT REPLY
POUR REPONSE DIRECTE

[| FOR PERUSAL AND APPROPRIATE ACTION
POUR LECTURE ET SUITE NECESSAIRE

FOR INFORMATION
POUR INFORMATION

REMARKS — OBSERVATION

THIS LETTER HAS NOT BEEN ACKNOWLEDGED.
NOUS N’AVONS PAS ACCUSE RECEPTION DE CETTE LETTRE.

‘ y ys

SIGNATURE QQ0175
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October 21, 1974,

Mr. Roy A. Derrick,

Special Assistant to the

Minister of National Revenue,

Connaught Building,

Ottawa, Ontario, K1A OL5.

Dear Mr. Derrick:

Since Mr. Len Beasleigh is no longer with

this office, I acknowledge receipt of your letter

of October 10 to him, with which you enclosed a copy

of Premier Barrett's "Position Paper on Federal Ferry

Policy”.

Comments have been requested from the Ministry

officials and on receipt of their reply we will be in

touch with you.

‘Yours sincerely,

‘HAléne Lefort,

Administrative Assistant.

6 - (RECEIVE

SX. PL PP. OO, OCT 22 1974

Ny ' Of 1 ' . OFFICE OF THE
_ DEPUTY MINISTER

TRANSPORT

RECEIVED .
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October 10, 1974.

Mr. L.W.F. Beasleigh,

Assistant to the Minister

(Special Projects)
Transport Canada,

Tower "C" Place de Ville,

Ottawa, Ontario.

Dear Len:

Document disclosed under the Agcess to Information Act -
ee Wr vet sur l'accés & l'information
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EGE} ¥EDMINISTER OF TRA NSPORT

On a number of occasions lately the long-standing issue

of the desire of the Government of British Columbia for

subsidization of the British Columbia ferry system has

been raised with the Members of Parliament from that

province. In Vancouver on September 24, Premier Barrett

presented British Columbia Members with a "Position Paper

on Federal Ferry Policy". A copy of that Paper is attached.

One of the strongest arguments in the Paper is that the

Ministry of Transport has, in at least one instance

(Tobermory, Ontario, to South Baymouth, Ontario), provided

a grant to an intra-provincial ferry service. Tory John

Reynolds made this point in the House on October 4 (see

Hansard attachment). \

I am advised that prior to the recent federal election the
Prime Minister gave instructions that a study be made of

the ways in which federal financial assistance to the

provincial ferry services of British Columbia could be

directed to the Province and on what basis this could

be done. Subsequently, I believe that the Ministry of

Transport prepared a Memorandum to Cabinet which re-

commended that MOT open discussions with British Columbia

on the need for assistance, that this need be assessed,

and that the form of assistance to be discussed beTM

limited to help for new ferry terminals and/or terminal

proaches.ere enero |=)

xXx.P.P.P.

MET 25 1974

RECEIVED

Connaught Building —Immeuble Connaught

Ottawa Ottawa

KIA OLS KIA OLS

\\)
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If possible, then, I would like to have your Ministry's

comments on the substance of the Barrett Position Paper

and, as well, I am interested in knowing the fate of the

Memorandum to Cabinet.
|
|

Yoursfgsincerely,

|

Roy A. Derrick, )

Special Assistant. _
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POSITION PAPER BY PREMIER BARRETT

ON FEDERAL FERRY POLICY

PRESENTED AT LUNCHEON MEETING BETWEEN B. C. CABINET

COMMITTEE AND FEDERAL MEMBERS OF PARLIAMENT, SEPT, 24TH,

VANCOUVER

I should like to discuss a problem in which it is difficult

to convey the full depth of British Columbia's feeling of frustration. .

I refer to the Provincial ferry system and Ottawa's persistent denial

of its constitutional obligations, as well as simple equity, in its.

continued refusal to help defray the expenses of this necessary service.

/There are of course, over the long term, millions of dollars involved

but even more than money is at stake. It is very troubling to see

perpetuation of a federal policy which effectively treats Atlantic —

Canada and Central Canada as fish but Pacific Canada as fowl.

Let me cite just a few figures to illustrate the uneven treat-

ment rendered by the federal government. For instance, payments to the

C.N.R. alone by the federal government for operating on the east coast

passenger and vehicle farry services comparable to our -own reached $22

million in 1969,.$30 million in 1970, $33.9 million in 1971, $37.3

million in 1972,.and $44.6 million in 1973. For British Columbia the

assistance was nil. During those same years the Canadian Transport.

Commission provided subsidies to steamship operations offering local

services in British Columbia, Ontario, Quebec, New Brunswick, Nova

Scotia, Prince Edward Island and Newfoundland. The figures range from
$12.2 million in-1969 down to $6.9 million in 1973, the drop being

|
accounted for by the fact that the Ministry of Transport took over from |

; ’ 
,

the C.T.C. the responsibility of assisting the Newfoundland Coastal | |

Steamship Services. British Columbia received on average less than 5%

* 000179
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of the C.T.C. subsidies in each of those years. In 1970 for instance,

the last year before the Ministry of Transport took over the obligations

for Newfoundland Coastal Steamship Services, the C.T.C. provided a>

total of $520,000 to Nootka Sound Service Limited and Northland Navigatic

Company Limited out of a total. subsidy budget amounting to $13.2 million’

spread among 29 companies in ea&Stern Canada. Nor have federal subsidies

been.confined to operational expenditures. For example, in 1970 $3.3

million and in 1971 $6.9 million were spent on capital construction of

terminals for the St. John to Digby ferry service, in 1972, $15 million

was written off a loan for construction of two vessels. for the New

Brunswick to Prince Edward Island ferry service. And last year the’

Ministry of Transport gave as an outright grant to the Province of

Ontario $3 million to’ help construct terminals for a ferry service

connecting Tobermory, Ontario, to South Baymouth, Ontario. Another $3

million was given as outright grant to Quebec to help build an ice-

breaker type of ferry vessel by the Ministry of Transport.

British Columbia does not begrudge this assistance for the

necessary services in eastern Canada but cannot understand why, when

it seeks the same type of assistance, it is told this province does not

qualify because B.C. Ferries operates within one province. How does

that square with the fact that the federal government not ‘only helps

subsidize the ferry service between Tobermory and South Baymouth in

Ontario but when the provincial government there decided to boost the

service in order “to increase tourism to Manitoulin Island and other

points in northwest Ontario the federal government substantially increase

its assistance? Under an agreement signed between the Ontario Minister

of Transport and Communications and the Federal Minister of Transport,
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Canada contributed $3 million towards terminal construction, in addition

to the normal federal ship building subsidy and also it undertook the

responsibility of maintaining the wharf structures and dredging the

channels involved in that intra~provincial ferry run. “and direct —

subsidies for the Minitoulin Island service continued to be made by ‘the

C.T.C. British Columbia only asks for the same treatment accorded this

Ontario ferry service and similar services of a purely intra-provincial

nature along the St. Lawrence in Quebec and in the Atlantic reyion.

Particularly upsetting is the fact that the federal government

subsidizes two international ferry services connecting Yarmouth, Nova

Scotia to both Barr Harbour and Portland

on the west coast.the federal government

Section Four of the Terms of Union under

in the State of Maine. Here

does not do the same despite

which British Columbia entered

Confederation which said: "the Dominion will provide an efficient mail

service, fortnightly, by steam communication, between Victoria and San

Francisco, and twice a week between Victoria and Olympia; the vessels

to be adapted for the conveyance of freight and passengers." While.

speaking of the Terms of Union I should point out that Clause. Eleven

called for construction of a railway to the Pacific Ocean and it is

our contention that federal financial assistance for a ferry svstem .

between Vancouver Island and the mainland is consistent with that agree-

ment and would end the continuing argument that stopping the railway at i

terminus in Vancouver did not adequately discharge the federal govern-

ment's undertaking in Clause Eleven. The Logic that the federal

government does have an obligation to financially assist the provision

of a surface transportation system between Vancouver Island and the

mainland is reinforced by the fact that the Trans-Canada Highway is

. 000181
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officially recognized as beginning at Mile 0 in Victeria and running

northward to Nanaimo before resuming at Horseshoe Bay north of Vancouver.

The Terms of Union saw Canada pledged to treat all provinces

equitably and‘to provide British Columbia with such services as are

promise be carried out with federal support for our ferry services.

provided to other provinces. I believe the time has arrived that this ‘

All of the foregoing I believe establishes the justice of .

that it does have an obligation to treat British Columbia ferries the sar

and we believe that with your help we can convince the federal government

way it treats ferries operated on the Great Lakes, the St. Lawrence and

the Atlantic region if for no other reason than that our ferry system car

both interprovincial and international traffic.
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DEBATES. October 4, 197412° ~ COMMONS

Oral Questions
@ (1140)

INDIAN AFFAIRS

MINISTERIAL MEETING WITH NATIVE REPRESENTATIVES—
REASON FOR DELAY

Right Hon. Jd. G. Diefenbaker (Prince Albert): Mr.

Speaker, I should like to ask the Minister of Indian Affairs

and Northern Development whether he has been meeting

with representatives of the Indian caravan group. Have

there been any communications and what has been the

nature of any discussions which may have taken place.

Hon. Judd Buchanan (Minister of Indian Affairs and

Northern Development): Mr. Speaker, to date I have not

met with representatives of this group. We had a tentative

meeting set for two p.m. on Monday. They were otherwise

occupied. Since that time there have been, I think, three

communications between representatives of this group

and my office. I have indicated I am prepared to meet with

them. but there apparently has not been willingness on

their part to take advantage of this opportunity.

Mr. Diefenbaker: Mr. Speaker, apparently the minister

is now willing to meet with these people. Has there been

any suggestion they have demanded terms before they

will meet with the minister? Has there been anything of

that kind to delay a meeting which should take place?

Otherwise, the situation will be exacerbated the longer

they remain here.

Mr. Buchanan: Mr. Speaker, the only condition I

imposed is that I am not prepared to go down to the Indian

embassy at Carbide Mills.

Mr. Diefenbaker: That means you closed the door.

* *

PARLIAMENT HILL

REQUEST OF INDIAN BROTHERHOOD FOR INVESTIGATION

INTO VIOLENCE—GOVERNMENT POSITION

Mr. Wally Firth (Northwest Territories): Mr. Speaker,

my question is directed to the Prime Minister. Will the

Prime Minister also accept the suggestion made by the

National Indian Brotherhood that there should be an

independent investigation of the violence of Monday on

Parliament Hill?

Right Hon. P. E. Trudeau (Prime Minister): I am not

aware of that ‘suggestion, Mr. Speaker. I will discuss that

with the minister. I do not know what is deemed to be an

independent investigation. We believe the facts are well

known to the public. The government has hidden nothing.

x ek

TRANSPORT

BRITISH COLUMBIA FERRY SYSTEM—REASON FOR FAILURE

OF FEDERAL GOVERNMENT TO SUBSIDIZE

Mr. John Reynolds (Burnaby-Richmond Delta): Mr.

Speaker, I have a question for the Prime Minister or

[Mr. Gillespie.] : : .

possibly the Minister of Transport. In view of the fact that

the B.C. ferry system is the only ferry system that is part

of the trans-Canada highway and not subsidized by the

federal government, could the Prime Minister or the Min-

ister of Transport tell us why the government refuses to

subsidize the B.C. ferry system?

Hon. Jean Marchand (Minister of Transport): I think,
Mr. Speaker, we subsidize only ferries which service two

provinces. I do not think there is a borderline between

Victoria and Vancouver. This ferry system is within the

same province. This is the reason we do not give any

subsidy.

Mr. Reynolds: I have a supplementary question, Mr.

Speaker. That answer might make some sense if there

were not a ferry service on Lake Huron totally subsidized

by the federal government. I would still like to know why

the government refuses to subsidize the B.C. ferry service

when it subsidizes a service within one province.

Mr. Marchand (Langelier): Mr. Speaker, we have to

take one or the other decision, that is either to subsidize

the first one or subsidize the second one.

[Translation]

HOUSING

GOVERNMENT POSITION ON REMOVAL OF ELEVEN PER CENT

TAX ON BUILDING MATERIALS

Mr. Gérard Laprise (Abitibi): Mr. Speaker, I have a

question for the right hon. Prime Minister. Does he intend

to take action on the recommendations made in the report

of the Economie Council of Canada on the problem of

housing construction, particularly concerning the removal

of the 11 per cent sales tax on building materials?

Right Hon. P. E. Trudeau (Prime Minister): Concern-

ing this particular suggestion, Mr. Speaker, the answer is

no. As to the general recommendations in the report, many

of them are quite interesting and the government intends

to take action on them.

[English]

AGRICULTURE

EGGS—KNOWLEDGE OF DEPARTMENT OF OVER-PRODUCTION

AND MEASURES TO DEAL WITH IT

Mr. Bill Jarvis (Perth-Wilmot): Mr. Speaker, my ques-

tion is directed to the Minister of Agriculture. In light of

the fact that there is circulating in the egg industry, as

well as branches of his department, weekly statistics with

regard to not only egg production but also hatching of

chicks which eventually become pullets, and in light of the

fact that over a long period earlier this year these statis-

tics clearly showed not only an over-production of eggs

but also chicks, would the minister tell us what action he

or his department took either personally, through CEMA

or through the council to avert what is obviously an

over-production of both eggs and chicks.
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MEMORANDUM TO THE DEPUTY: yours / g) an Wa
B.C. FERRIES ¥ (yer?

Attached for your consideration is a proposed

briefing note for you to send to the Minister on the

subject of B.C. Ferries for his forthcoming meeting

with the Honourable R. Strachan of British Columbia.

Basically, the briefing note outlines the thinking

which went into the Cabinet Memorandum that we had pre-

pared earlier in the year and the reason the Memorandum was

withdrawn. In addition, two new potential bargaining

strategies are outlined:

l. It may be convenient for the Minister to

' aindicate the difficulty of spreading

federal resources over too many trans-

portation projects in B.C., for example

federal participation in solving the

Vancouver access problem would perhaps

be easier to arrange without a competing

demand for assistance to the B.C. FERRIES.

Assistance on a specific bottleneck problem

such as the Vancouver access is unlikely

to provoke wide-ranging new demands from —

other provinces, whereas providing assistance

to B.C. FERRIES carries this danger for the

federal government.

2. The Minister might point to the possibility

' Of substantially increased assistance to the

coastal services in B.C. (which the CTC has

recently been asked to provide) and presumably

if the federal government did not supply these

funds there would be demands on the provincial

government to do so. Recent statements by the

Premier create the impression that the federal

government is providing no assistance whatso-

ever on ferry services in B.C.

In addition, on October 16, we received a position

paper from PCO which Premier Barrett had presented on this
000184
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subject to a group of federal members last month. PCO

has asked for our assessment on this paper for use with

the B.C. Liberal Caucus. We are preparing additional

notes. The paper is attached in case it has not come

to your attention.

Attachment.
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POSTTION PAPER BY PREMIER BARRETT

ON FEDERAL FERRY POLICY

PRESENTED AT LUNCHEON MEETING BETWEEN RB. C. CARINETCOMMITTEE AND PEDERAL MEMBERS OF PARLIAMENT, SEPT. 24671
__ VANCOUVER

I should like to discuss a problem in which it is difficult

to convey the full depth Of British Columbia" Ss feeling of frustration.

I refer to the Provincial ferry system and O& tawa’s persistent denial |
of its constitutional obligations, as well as simple equity, in its.

continued refusal to help Gefray the expenses of this necessary service,

There are “of course, over the long term, millions of dollars involved
but even more than money is at stake. It is very troubling to see

perpetuation of a federal policy which effectively treats Atlantic ©

Canada and Central Canada as fish but Pacific Canada as fowl.

Let me cite Just a few figures to iliustrate the uneven ©

For instance, payments to the

C.N.R. alone by the federal government for operating On the east coast
‘passenger and. vehicle farry services comparable to Our -own reached $22
Million in 1969, $30 million in 1970, $33.9 million, in 1971, $37.3
million in 1972, and $44.6 million in 1973. For British Columbia the

assistance was nil. During those same years the Canadian. Transport s

Commission provided ‘subsidies to steamship operations offering local
services in British Columbia, Ontario, Quebec, New Brunswick, Nova
Scotia, Prince Edward Island and Newfoundland. ‘he figures range from

$12.2 million in 1969 down to $6.9 million in 1973, the drop being

accounted for by the fact that the v nistry of Transport took over from

the C.T.C. the cesponsibllity of asSisting the Newfoundland Coastal

Steamship Services. British Columbia received on average less than 5%
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total of $520,000 to Nootka Sound service Limited and Northland Navigat

~

“its assistance?
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of the C.T.C. subsidies in each of those years. In 1570 for instance,

the last year before the Ministry of Transport. took over the obligations
, 

»for Newfoundland Coastal Steamship Services, the C.T.C. provided a .

ction:

Company Limited out of a total subsidy budget amounting to. $i3. 2 million

spread among 29 companies in eastern Canada. Nor have federal subsidies
been.confined to operational expenditures. Fox example, in 1370 $3.3

million and, in 1971 $6.9 million were spent on capital construction of

terminals for the St. John to Digby ferry service, in 1972, $15 million

was written off a loan for construction of two vessels. for the New

Brunswick to Prince Edward Island ferry service. And last year the

Ministry of Transport gave as an outright grant to the Province of

Ontario $3 million to help construct terminals for a- ferry service
-connecting 7 Tobermory, Ontario, to South Baymouth, Ontario. “Another, 23 |

‘midlion was given as outright grant to Quebec to help build an ice~*
breaker type of ferry vessel by the Ministry of Transport.

British Columbia does hot begrudge this assistance for the

necessary services in eastern Canada but cannot ‘understand why, when
it seeks the same type of assistance, it is “told this province does’ not

qualify because B.C. Ferries operates within one province. How does

that square with the fact that the federal government not ‘only helos
e
e

subsidize the ferry service between Tobermory and South Baymouth in

Ontario but when the provincial government there decided to boost th
service in order to ancrease tourism to Manitoulin Island and other
points in northwest Ontario the federal. ‘government Substantially increasec

Under an agreement signed between the Ontario Minister
of Transport and Communications ‘and the- Federal Minister of Transport,

| . 000187
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Francisco,

_ called for construction of a railway to the

Document disclosed under the Access to Information Act -

Canada contributed $3 million towards terminal construction, ain addition

to the normal federal Ship building subs idy and also it undertook the
responsibility of maintaining the wharf structures and dredging the

provincial ferry run. And direct
!subsidies for the Minitoulin Island service continued to be made by the
c.T.C. British. Colunbia Only asks for the same treatment accorded this
Ontario ferry service and similar services of a purely intra- provincial,
nature along the St. Lawrence in Quebec and in the Atlantic reyion. a

Particularly upsetting is the fact that the federal government
“subsidizes two international ferry services connecting Yarmouth, Nova

Scotia to both Barr. Harbour and Portland in, the State of Maine,
on the west coast, the federal: government does

Here

not do the same despite . -

Section Four of the Terms of Union un which British Columbia entered |
Confederation which said: “the Dominion will provide an efficient nail,
‘service, fortnightly, by steam communication, between Victoria and San

and twice a week between Victoria and Olympia; the vessels
_to be adapted for the conveyance of freight and passe While

Speaking of ‘the ‘Terms of Union I should point out that Clause Eleven

ngers."

+

+

Pacific Ocean and it is '

our contention that. federal financial assistance for a ferry svstem
~

between Vancouver Island and the mainland is consistent with that agree-

ment and would end the continuing argument that stopping the vailway at a
terminus in Vancouver 

t
did not adequately dis charge he federal govern-

ment's Undertaking in Clause Eleven. Tne logic that the federal
-

government does have an obligation to financially assist the provision

of a surface transportation system between Vancouver Island and the

mainland is reinforced by the fact that the Trans-Canada Highway is
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G. sicially recognized as beginning at Mile 9 in Victoria and running

northward to Nanaimo before resuming at: Horseshoe Bay north of Vancouver.

The Terms of Union saw Canada pledged Lo treat all provinces

equitably and “to provide Britis h Columbia with such services as are

provided to other provinces. I believe the time has arrived that this

promise. be carried out with federal support for our ferry ‘services.

All of the foregoing I believe establishes the justice of

our claim to equitable treatment. We are strong Confederationists
Be

and we believe ‘that with your help we can convince the federal government |
that it does have an obligation to treat British Columbia ferries” the sam

way it treats ferries operated on the Great Lakes, the St. Lawrence and
+

the Atlantic region if for no other reason than that our ferry system car

both interprovincial and international traffic.

KKK
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MEMORANDUM TO THE DEPUTY MINISTER

, B ° Cc e ‘ FERRIES

Attached for your consideration is a proposed

briefing note for you to send to the Minister on the

subject of B.C. Ferries for his forthcoming meeting

with the Honourable R. Strachan of British Columbia.

BaSically, the briefing note outlines the thinking

which went into the Cabinet Memorandum that we had pre-

pared earlier in the year and the reason the Memorandum was

withdrawn.

strategies are outlined:

In addition, two new ‘potential bargaining

lL. It may be convenient for the Minister to

' indicate the difficulty of spreading

federal resources over too many trans-

portation projects in B.C., for example

federal participation in solving the

Vancouver access problem would perhaps

be easier to arrange without a competing

demand for assistance to the B.C. FERRIES.

Assistance on a specific bottlenéck problem

such as the Vancouver access is unlikely

to provoke wide-ranging new demands from

other provinces, whereas providing assistance

to B.C. FERRIES carries this danger for the

federal government.

2. The Minister might point to the possibility

' of substantially increased assistance te the

coastal services in B.C. (which the cCTC has

recently been asked to provide) and presumably

if the federal government did not supply these

funds there would be demands on the provincial

government to do so. Recent statements by the

Premier create the impression that the federal

government is providing no assistance whatso-

ever on ferry services in B.C.

. In addition, on October 16,

' paper from PCO which Premier Barrett had presented on this

we received a position.

- 2. 000190
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subject to a group of federal members last month. PCO
has asked for our assessment on this paper for use with
the B.C. Liberal Caucus. We are preparing additional

notes, The paper is attached in case it has not come
to your attention.

Attachment.
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ON FEDERAL FERRY POLICY

PRESENTED AP LUNCHEON MEELING BETWEEN 3. C. CARTELCOMMITTEE AND FEDERAL NE BERS OF PAPLIAMENT, SEPT. 247;
VANCOUVERfh

I should like to discuss a problem in which it is difficult.

to convey the full depth o£ British Columbia’ Ss feeling of © Erustration.
I refer to the Provincial ferry system and Ottawa's persistent. denial

of its constitutional obligations, as well as simple equity, in its

continued refusal to help Gefray the expenses of this necessary service.
There are of course, over the long. tern, millions of dollars involved
but even more than money is at stake. It is | very troubling ~O see

perpetuation of a. federal policy which effectively. treats Atlantic
Canada and Central Canada as fish but Pacific Canada as fowl.

Let me cite just a few figures to iliustrate the uneven treat~

ment rendered by the federal government. For instance, payments to the
C.N.R. alone by the federal government for Operating on the east coast

passenger and vehicle farry Services comparable to Our -Own reached $22

Million in 1969, $30 million in 1970, $33.9 million in 1971, 937. 3
million in 1972, and $44, 6 million in 1973. For British Columbia the

assistance was nil. During those same year the Canadian. Transport
4Commission provided sussidies to. steamship operations offering local

services in British Columbia, Ontario, Quebec, New Brunswick, Nova
Scotia, Prince Edward Island and Newfoundland. ‘The figures range from

912.2 million in 1969 Gown to $6.9 willion in 1973, the drop being

accounted for by the fact that the Ministry of Transport took over from

the C.T.C. the cesponsibility of ass isting the Newfoundland Coastal
Steamshio Services. British Columbia received aq average less tnan 5%
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Ontario but when the provincial
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those years. In 1976 for in

tne last year before the Ministry of transport €0ok Over the obligations

for Newfoundland Coastal st

‘

amship Services, the C.T. Cc. provided a .
total of $520,000 to Nootka Sound Service Limited and Northland Navigation:

Company Limited out of a total subsidy budget amounting to, $13. 2 million

spread among 29 companies in eastern Canada. Nor have federal subsidies
been confined to operational expenditures. For example, in 1970 $3.3
million and, in 1971 26.9 million were. spent. on capital construction of
terminals for the St. John to Digby. ferry service, in 1972, $15 million

was written off a loan for construction of two vessels. for the New

Brunswick to Prince Edward Island ferry service. And last year the
%

Ministry of Transport gave as an outright grant to the Province of
Ontario $3 million to help construct terminals for a ferry service
connecting Tobermory, Ontario, to South Baymouth, Ontario. — Another $3,

million was given as Outright grant to Quebec to help build an ice

breaker type of ferry vessel by the Ministry of “Transport.

British Columbia does nat begrudge this assistance for the

necessary services in eastern Canada but cannot understand why, when

it seeks the same type of assistance, it is “told this province does’ not

gualify because B.C. Perries Operates within one province. — How does

that square with the fact that the £ederal government not only helos
. 0 ee nemsubsidize the ferry service between Tobermory and South Baymouth in

Government there decided to boost the
service in order to increase tourism to Nanitoulin island ‘ana other
points in northwest Ontario the fede eral. government substantially increase¢

its assistance? Under an “agreement signed between the: Ontario Minister -
~NOf. Transport and. Communications and the Federal Minister of TrAFANSDOrt,

a . ” - 900193
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Canada contributed $3 million towards

to the normal federal ship building:

responsibility of maintaining

‘confede ration which said “the Dominion
service, | fortnightly, by steam communication,

Ment and would end the continuing

ment's undertaking in ‘Clause Eleven.

“government Goes, have an’ obligation
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the whare structures and dredging the
channels involved in that intra-provincial ferry run. And direct

'Subsidies. for the Minitoulin Island service continued to be made ny the
C,T.C. British Columbia only asks for the same. treatment: accorded this
Ontario ferry service and similar services of a. purely: intra- provincial
nature along the St. Lawrence in Quebec and in the Atlantic reyion. te

Particularly upsetting is the fact “that: the federal government
subsidizes two international ferry services conn Lecting Yarmouth, Nova

in, the State of Maine. Here

on the west coast. the federal government does not ao the same despite
Section Four of the Terms of Union under which British Columbia entered

will provide, an efficient mail

between Victoria and San.
Francisco, and twice a week between Victoria and “Olympia; the Vv essels
to be adapted for the conveyance of freight. and passengers." ‘While |

speaking of the. Terms of Union I should point out that Clause Eleven ,
called for construction Of a railway to the. Pacific Ocean and it is .'
our contention that. federal financial assistance £or a ferry system
between Vancouver Island and the mainland is consistent with that agree-

argument that Stopping the railway at a’
terminus in Vancouver did not adegua v1, . - “oe ok Loose) 1 ,Cay Glischarge the federal govern-

tne logic that the federal

to financially assist the provision

of a surface transportation system between Vancouver Island and the
3

tpLNG tonay
ct

is, reinforced by the fact’
>

hat the frans-Canada Hilghwav isJ \
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oi cially recognized as beginning at Mile 9 in Victoria and cunning

northward to Nanaimo before resuming at: Horseshoe Bay north of Vancouver.)
: 

PsThe TerMs Of Union saw Canada pledged to treat all provinces

provided to other provinces I believe the time has arrived that chi
promise. be carried out with federal support for our ferry ‘services,

|equitably and to provide Britis sh Columbia with such services as are .

S

All of the ‘foregoi ng I believe establishes the justice or
our claim to equitable treatment. We are strong Confcderationists Se
and we believe that with your help we can convince the. federal government
that it does have an (obligation ta treat | British Columbia ferries the sam

way it treats ferries operated on the Great he kes, the St. Lawrence and
the Atlantic region ‘if for na other reason than that our ferry System car

nal traffic.
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4 tty Deputy Minister . Sous-ministre
by sls Transport Canada Transports Canada

October 17, 1974.

MEMORANDUM TO THE MINISTER

B.C, FERRIES

Attached is a briefing note on the subject
of B.C. FERRIES for your meeting next week with the
Honourable R. Strachan of British Columbia to discuss
the demands by Premier Barrett for federal financial
Support to the provincially-operated B.C, FERRIES
system. —

The briefing note outlines the potential
_alternative strategies which had been developed
earlier in the year and, as well, details to addi-
tional suggestions.

Oxi une

A, G §-O1rk

_0.G. Stoner

Attachment.

Place de Ville

Ottawa

. KIA ONS
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LEFING NOTE FOR THE MINISTER - RE: B.C. FERRIES ~ MINISTER'S
ETING WITH THE HONOURABLE R. STRACHAN

You will recall that as a result of a request by

iwier Barrett of B.C. to the Prime Minister, Transport was

quested to bring forward a Memorandum to Cabinet outlining

ternative formulae for providing assistance to B.C. in

mection with the provincially owned ferry service This

Dinet Memorandum was prepared, signed and placed on the

ket of the Cabinet Committee on Federal-Provincial Relations

the Spring of 1974, but, because of certain reservations

h developed in Transport, it was withdrawn and has not
re- “submitted.

t
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The Privy Council Office has recently written asking
for advice on the position the Prime Minister should adopt in,

this matter. The B.C. Caucus has also asked for a position

paper on the subject.

Last Spring! s Cabinet Mémorandum outlined the following
alternatives: ;

l. providing a higher ship construction subsidy for
B.C. The cost implications of this change, which
would have to be offered to shipyards in all provinces,

was considered prohibitive. This was not recommended .

2. “providing some form of annual assistance to B.C.
.FERRIES at some percent of their annual deficit

up to a fixed maximum. This would involve an open-

ended commitment on behalf of the federal government.
This was not recommended.

3. establishing a Federal West Coast ferry service.

This alternative too is open-ended. In addition to
-initial capital costs, the federal government would

be obligated to underwrite operating losses in future
years. This was not. recommended.

4, providing a lump sum payment toward the extension
_ of exclusively land based facilities, including

terminals, causeways, and possibly reads. This
assistance could be calculated according to a formula

which was related to the distance between Vancouver

and the Provincial Capital.

Se providing a federal grant for specific new terminals
and associated to expanding of the ferry service.
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Alternatives four and five were considered worthy of further

examination. The Cabinet Memorandum recommended that before

an offer was made, meetings be held with the Government of |

B.C. to determine the scope of the need of any assistance to

B.C. FERRTES. This remains in some doubt due to the unavail-

‘.ability of full financial data on the ferry operation. The

other federal assistance being provided to B.C. was to be kept

in mind, There was to be a further report to Cabinet with a

recommended assistance formula, if. considered warranted. .This
approach could still be advocated if necessary. | = SO

. 

. 

. 

|

|

|

oI OS

r

u

Other Considerations ©

1. - Certain forms of assistance to B.C. FERRIES could
upset a policy, defined by a Cabinet decision, February 1,
1966, as follows: - coe

"AS a matter of policy, the federal government’:
should require the provincial governments to.

-assume responsibility for all ferry services

and ancillary terminal facilities of an intra-

provincial road link nature."

The 1966 Cabinet directive has partially been applied

in Ontario and Quebec, and those provinces have assumed —

support for certain intraprovincial ferry services and

the capital costs of the associated terminals, following

a "buying-out" agreement with the federal government.

However, responsibility for maintenance of the terminals

‘has remained in federal hands to date, so that the Cabinet
Gtrective cannot be considered wholly implemented in any

these cases, and is a weak federal pdsition for refusing
fo support B. C, but it is the only pertinent federal. policy
availabie. .

2. You will recall we were concerned that perhaps B,C.
was already receiving more than its share of federal spending
on transportation. Current federal involvement in trans-

portation projects in B.C. includes Prince Rupert Harbour

‘($17 million); various Vancouver. terminals ($45 million);

the B.C. Rail development program ($167 million); Hudson

Street Bridge Crossing ($24 million); Vancouver Airport

Expansion ($30 million); Alaska Highway (in B.C.) ($42

million, then turn-over to B.C.); and the Ashcroft-Clinton

Rail Connection ($10 million). (Total: $335 million.)

we This position is further substantiated by a recent

submission by the Canadian Transport Commission to Treasury
Board in regard to the payment of subsidies on the privately.

- operated B.C. coastal ferry services. A six month contract

from April to September, 1974, called for $800,000. The

ft
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ry. (Northland Shipping), citing increases in labour,

ie by

compar

fuel, etc., plus inflation, has now requested the C.T.C.

to provide $2.1 million in funds for the next six months.

Treasury Board have not yet given approval. for this

increase, but may do so. If they do it will represent

n increase Of over 300% in the annual federal subsidy’

for this service Payment of this increase could be made

n lieu of assistance to B.C. FERRIES. -

A, The difficulty of spreading federal resources
over too many transportation projects in B.C. is a

‘factor to be considered. For example, federal partici-

pation in solving the Vancouver access problem would .

perhaps be easier to arrange without a competing demand

for assistance to the B.C. FERRIES. Assistance on a

specific bottleneck problem such as the Vancouver. access

is unlikely to provoke wide-ranging new demands from other

-provinces, whereas providing assistance to B.C, FERRIES

carries this danger for the federal government.

5. Another point likely to be raised by Mr. Strachan

is the B.C. Government's desire to obtain access to a

study recently completed for the C.T.C. by Acres Consultants

whose mandate was to determine coastal ferry requirements

on the B.C. coast. The federal position is that, while ~~
1290 pages of material has been submitted to the.C.T.C.,

the quantity and organization of the report necessitates

the consultant providing a summary of approximately 100

pages prior to release. It is unlikely that the C.T.C..

will be prepared to make anything available to the Province

until the summary is completed, sometime éariy in the new
year and the Minister might wish to advise Mr. Strachan

that he will request Mr. Benson to allow the B.C. Government

to examine the study at that time.

A response to the Privy Council Office on the

approach to be made to this problem by the Prime Minister

can probably be made after the meeting with Mr. Strachan,
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The Minister will be meeting with the
- Honourable Strachan, Minister of B.C. Government,
about 4:30 p.m. on Tuesday, October 22nd. ‘This
is shortly after Mr. Marchand's return from = , —
Saskatoon. ,

As far as we “know, the only topic that -
will be discussed is B.C. Ferries.

The Minister's office has asked for
briefing notes by a.m., Friday, 18th October, |
and, thus, they should reach the DM no later
than noon, Thursday, 17th October, as Mr. Stoner
may be away on the 18th,

~J.Y. Clarke,

Executive Assistant.

Place de Ville-
- Ottawa

-K1A ON5
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PRIVY COUNCIL OFFICE BUREAU DU CONSEIL PRIVE

OTTAWA, KIA OAB

CONFIDENTIAL ~ 7 August 21, 1974

; , 134

Dear Mr. Stdnef:

I am writing with regard to some outstanding»

matters related to the Cabinet Memorandum submitted by -

your Ministry in April, 1974 on Assistance to British

Columbia Ferries (Cabinet Document 301-74). It is my

understanding that the document was recently withdrawn,

at your request, from the list of items to be considered
by Cabinet.

As you may know, the submission of this memorandum

for consideration by Ministers was originally requested

by the Prime Minister in a letter to Mr. Marchand of

January 29, 1973. This was subsequently followed up by

a letter from the Prime Minister dated June 22, 1973,

underlining the urgency of dealing with the matter as

soon as possible.

‘It should also be recalled that the Prime Minister

wrote to Premier Barrett on January 29, 1973 suggesting

that the question of assistance to B.C. ferries would be

studied and that he would be writing to him again on the

subject "within a few weeks". In light of the Prime

Minister's interest in following-up this matter and the

commitinent to reply to Premier Barrett, I feel that, at

least, an interim report to Premier Barrett should be

'made explaining the delay and where the matter now stands.

Perhaps such a letter would assure the Premier of the

Prime Minister's continued attention and suggest an-

intention to examine the B.C. request in the Light of

the general question of aid to ferry systems, which I

understand was a commitment made during the recent

campaign.

Mr. 0.G. Stoner

Deputy Minister of Transport

Tower "C", 25th Floor

Place de Ville

Ottawa, KIA ONS
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CONFIDENTIAL

I would very much appreciate it if you couldgive this matter some thought with a view to providingus with a proposed draft interim report for the PrimeMinister to send to Premier Barrett.

Yours sincerely,

W.L. Haney,

Director,

Policy and Program
Review Section,

Federal—Provincial

“Relations Division.

c.c. Mr. J. Davey
Mr. K.G. Wilson
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CONFIDENTIAL

May 10, 1974

Mr. A.P. Campbell

Chairman

Water Transport Committee

Canadian Transport Commission

Congill Building

275 Slater Street

Ottawa, Ontario K1A ONS

Dear Alan:

XI am attaching the Cabinet Memorandum on B.C.

Ferries which has been signed by the Minister.

Page 2 of the Memorandum proper, covering the

"contravening" ferries, and the Table in the Annex, both

were changed to reflect our telephone conversations.

zeballos has been removed from the "contravening" list;
and the Newfoundland outport services have been consolidated

in the list. This treatment is consistent with the actions
you are taking on the Portugal Cove/Bell Island service.

Thank you for your help and the high priority

you gave the review of this Memorandum following your

return,

I should add that there is concensus among the
departments and TBS concerning the recommendations. Both

TBS and Finance make it clear that they favour Alternative
F. (Wherein assistance is not in any way related to a

highway or water distance formula.) This Memorandum and
the Annex were prepared in close cooperation with the -
Surface Administration.

You will note that the Memorandum does not dwell
on the basic question of whether or not assistance to B.C.
Ferries is needed or warranted. The Memorandum was brought
forward in response to an explicit request from the Prime
Minister following talks with Premier Barrett. We have
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listed assistance options, if you like, in order of decreasing

“objectionableness". There has been no enthusiasm for expan-

sion of assistance to ferry services, and particularly where

such assistance may be incompatible with the 1966 Cabinet

decision on intraprovincial services. The Memorandum recommends
that if Cabinet decides that talks should open with B.C. on

this issue, the scope of 5.C. Ferries' need for assistance

should be assessed. The level of assistance to B.C. on other

transportation areas will be taken into consideration.

Yours sincerely,
Criginal Signed bg

& ¢ Witsoy
K.G. Wilson

Attach.

cc: SMO (McKenzie)

DSM (Knapp)

DPI

TPP (GIL)
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RWP /bm1 cc: DM

SADM

DBC

XPPP

ADMF So,
Mr. M. Farquhar

GSRC ¥

ASTA

150-3

CONFIDENTIAL |

May 1, 1974,

BY HAND

a 
|Mr. R.F. Charron, . .

Supervisor of Cabinet 
|Documents,

Room 331, East Block,
Parliament Buildings,

. Ottawa, K1A OA3.

‘Re: Assistance to British Columbia |
Ferries

Dear Mr. Charron: | , |

Enclosed herewftth are 125 copies of the
Memorandum to Cabinet concerning the above mentioned
subject, together with the original copy signed by
the Minister of Transport.

Yours sincerely,

Original Signed by

RW. PPAPP

André Laframboise

Director
. Bureau of Coordination.

Encl:
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CE DOCUMENT EST LA PROPRIETE DU GOUVERNEMENT DU CANADA

CONFIDENTIEL

AIDE A LA BRITISH COLUMBIA FERRIES

ASSISTANCE TO BRITISH COLUMBIA FERRIES

SOMMATRE

Le présent document donne suite a la demande

faite par le Premier ministre du Canada au ministre des

Transports en juin 1973, en vue de proposer différente

formules d'aide au service de traversiers provinciaux

de la Colombie-Britannique. M. Trudeau avait auparavant

assuré M. Barrett que sa demande spéciale d'aide 4 la

B.C. FERRIES serait bien accueillie.

Le Premier ministre de la Colombie-Britannique

a fait remarquer que sa province ne recevait que 2% de

l'aide fédérale aux services de traversiers du pays et

que tout le reste des subventions allait aux services de

l'est du Canada. M. Barrett fait valoir que les services

de traversiers sont essentiels au réseau de transport de

la Colombie-Britannique, et qu'il serait normal qu'une

aide fédérale soit accordée pour l‘exploitation de la B.C.

FERRIES.

En 1972, l'aide fédérale aux services de traversiers

du Canada a totalisé quelque 48 millions de dollars, quatre-

vingt-trois pour cent de ce montant étant octroyé aux

services de traversiers du CN 4 1'TIle-du-Prince-Edouard

et Terre-Neuve, services qui sont fournis en vertu d'accords

constitutionnels avec ces provinces.

Le premier ministre Barrett n'a pas spécifié de

montant précis. B.C. FERRIES déclare des déficits d'environ

$10,000,000 par année, mais ce total comprend l'acquisition

de nouveau matériel ainsi que le déficit d'exploitation,

le montant exact de ce dernier n'étant pas connu.

Le présent document chercher 4 obtenir le

consentement du Cabinet sur la nécessité d'une aide

fédérale 4 B.C. FERRIES et l'autorisation au ministre

des Transports de discuter avec le gouvernement de la

Colombie~Britannique de l'importance de l'aide nécessaire.

A titre préliminaire pour ces discussions, six

formules d'aide ont été considérées; les deux suivantes

ont 6té recommandées:

{i) le versement d'un montant forfaitaire

relié aux programmes d'aide a4 la

construction routiére de la Colombie-

Britannique, et destiné 4 la construction

de terminaux et de voies d'accés;
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(ii) l'octroi de subventions pour la construction

de nouveaux terminaux, voies d'accés,

chaussées etc., mais non relié 4 la

formule d'aide a la construction routiére.

Le cotit de la construction de nouveaux terminaux

irait de $5,000,000 & $20,000,000 selon l'emplacement et

le type de construction nécessaire pour les voies d'accés.

Les solutions précédentes sont recommandées

parce qu'elles satisfont le mieux aux critéres suivants:

~- Compatibilité avec la politique fédérale d'aide

aux services de traversiers intra-provinciaux

(politique qui a déja été appliquée 4 d'autres

provinces et qui, si elle était changée,

entrainerait des requétes des autres provinces).

L'octroi de subventions pour la construction

de terminaux est plus compatible avec cette

politique que l'aide aux navires traversiers

ou a leur exploitation.

- Contréle du coit pour l'administration fédérale -
l'aide destinée 4 des expansions précises de

la capacité de B.C. FERRIES est préférable Aa

l'octroi de subventions destinées 4 compenser

le déficit d'exploitation du systéme.

Nous proposons que le ministre des Transports,

aprés négociation avec le gouvernement de Colombie-
Britannique, fasse rapport au Cabinet et présente des
recommandations sur les modalités et l'importance de

l'aide qu'il y a lieu d'accorder 4 B.C. FERRIES, avant
la conclusion d'une entente officielle avec la province.
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ASSISTANCE TO BRITISH COLUMBIA FERRIES

AIDE A LA BRITISH COLUMBIA FERRIES

SUMMARY

This paper is in response to the Prime Minister's

request to the Minister of Transport in June 1973, to bring

forward alternative formulae for providing assistance to

British Columbia in connection with the provincially-owned

ferry service. The Prime Minister had earlier assured

Premier Barrett that the Premier's special request for

assistance for B.C. FERRIES would be sympathetically con-

sidered.

The British Columbia Premier has pointed to the

fact that only two per cent of federal funds spent each

year on ferry services goes to B.C. The rest is directed

to services in eastern Canada. He contends that ferry

services are essential to B.C.'s transportation system,

and that federal support is warranted for the B.C. FERRIES

operation.

In 1972, federal assistance to ferry services in

Canada totalled approximately $48 million. Eighty-three

per cent of this assistance was for the CN ferry service

to Prince Edward Island and to Newfoundland, which are

provided in accordance with constitutional agreements with

those provinces.

Premier Barrett has not named a specific amount

of assistance. B.C. FERRIES has been declaring deficits

of approximately $10 million per year, although this total

includes both new equipment acquisitions and operating

deficit, and the operating deficit is not separately known.

This paper seeks the agreement of Cabinet that

federal assistance to B.C. FERRIES is warranted, and that

the Minister of Transport be authorized to hold talks with

the Government of British Columbia, so that the scope of

the need for assistance may be determined.

To serve as a guide for these talks, six alter-

native formulae for assistance have been examined, and the

following two recommended:

(i) a fixed, once only, lump-sum payment related

to the highway assistance programs for B.C.,

and directed to construction of terminals

and/or approaches;
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(ii) grants toward construction of new terminals

and/or approaches, causeways, etc., but not

related to a highway assistance formula.

| The cost of new terminals ranges from $5 million
to $20 million, depending on location and the construction

required for approaches.

The foregoing alternatives are recommended

because they best fulfill these criteria:

- Compatibility with federal policy on assistance

to intraprovincial ferry services - a policy

which has been applied to other provinces and

which, if reversed, would produce demands from

other provinces. Assistance toward terminals

is more compatible with this policy than is

assistance to ferry vessels or their operation.

- Controlability of the cost to the Federal

Government - it is considered that assistance

related to specific expansions of B.C. FERRIES'

capacity is preferable to grants toward the

operating deficit of the system.

It is proposed, following negotiations with the

British Columbia Government, that the Minister of Transport

report to Cabinet with a recommended form and amount of

assistance for B.C. FERRIES, before proceeding with any

formal agreement with the Province.
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MEMORANDUM TO THE CABINET

ASSISTANCE TO BRITISH COLUMBIA FERRIES

AIDE A LA BRITISH COLUMBIA FERRIES

PURPOSE

1. This paper proposes a federal response to Premier

Barrett respecting his request for assistance to provin-

cially-owned BRITISH COLUMBIA FERRIES. Alternatives which

are available for providing assistance are described herein,

and analyzed in terms of possible cost to the federal govern-

ment, and compatibility with federal transportation policies.

This is provided in response to a request by the Prime

Minister following meetings with the Premier of British

Columbia.

PROBLEM

2. The Premier of British Columbia has requested

financial assistance from the federal government for B.C.

FERRIES. The Premier has pointed to the federal assistance

given the ferry system in Atlantic Canada as basis for

assistance to B.C. The federal government has not hereto-

fore provided operating assistance for the British Columbia

ferries system. The cost implications of providing operating

assistance are substantial. In addition, certain forms of

assistance to B.C. FERRIES could upset a policy, defined

by a Cabinet decision, February 1, 1966, as follows:-

"As a matter of policy, the federal government

should require the provincial governments to

assume responsibility for all ferry services

and ancillary terminal facilities of an intra-

provincial road link nature."

3. The termination of federal assistance to the

operating costs of ferry services in two provinces (Ontario

and Quebec) has already been scheduled or completed in

accordance with this policy.

BACKGROUND

4. The Prime Minister met with Premier Barrett in

December 1972 and the subject of federal assistance to B.C.

FERRIES was raised. The Premier requested that ship
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construction subsidy be raised to 40% from the then 173%.

In January 1973, the Premier reported his special concern

at unemployment in B.C. shipyards. The Prime Minister

responded that it would not be possible to raise the ship-

building subsidy as requested by the Premier, but that other

means of providing more assistance were being investigated,

and that the problem would be considered sympathetically.

5. In a related action, British Columbia has, since

1968, been refusing to pay federal sales tax on fuel and

other supplies used by the ferry service; in turn, certain

suppliers to B.C. FERRIES have stopped remitting these taxes

to the Department of National Revenue. The federal position

has been that this tax is paid by all ferry systems in Canada,

including provincially and federally-owned (CN) operations,

and that B.C. FERRIES are not exempt. The recovery of

federal back taxes owed in connection with B.C. FERRIES

operations is not considered in this Memorandum nor is

the payment of these taxes as a condition of federal

assistance. The assistance request and the tax problem

are to be considered as separate issues.

Ferry Services in Canada

5. Ferry operations in Canada can be considered in

three categories:-

(a) Ferry services between two or more provinces

which are furnished because of agreements

entered into at the time of Confederation.

Newfoundland and P.E.I. are the two provinces

served on this basis. The ferry services

between the mainland and these provinces are

provided by CN and the excess of expenditures

over revenue is paid by MOT for the federal

government. In 1972 this amounted to approx-

imately $40 million, or 83%, of total assistance

to ferries in Canada in that year.

(b) Ferry services which, while not provided on the

basis of constitutional agreements with provinces,

are determined to warrant support, and are

either subsidized by the Canadian Transport

Commission or are furnished by CN (with deficits

paid annually by the federal government). Total

assistance in 1972 in this category was $7.9

million. Of this amount, $971,195 was devoted

in 1972 to ferry services which may be considered

to contravene the Cabinet directive of 1966 that

"ferry services and ancillary terminal facilities

of an intraprovincial road link nature" be a

provincial responsibility. This represented

2.0% of the total assistance to ferry services

in 1972, and specifically comprised:-

Tobermory/South Baymouth (Ont.) $75,000

Mainland/Pelee Island (Ont.) 88,695

Portugal Cove/Bell Island (Nfld.) 354,000

Nfld. Outport Services (4) 117,500

Mainland/Grand Manan Island (N.B.) 259,000

Twillingate/New World Island (Nfld.) 77,000

971,195
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Negotiations are completed, or currently

underway, to implement the Cabinet directive

with respect to three of the services above

(Pelee Island, Portugal Cove, and Tobermory).

The Twillingate service has been replaced by

a causeway.

(c) Services which are unsubsidized, and which

may be privately or provincially-owned. B.C.

FERRIES is included in this category, and is

entirely intraprovincial and predominately

"road link" in nature.

7. The 1966 Cabinet directive has been applied in

Ontario and Quebec, and those provinces have assumed support

for certain intraprovincial ferry services and the capital

costs of the associated terminals, following a “buying-out"

agreement with the federal government. However, responsi-

bility for maintenance of the terminals has remained in

federal hands to date, so that the Cabinet directive cannot

be considered wholly implemented in any of these cases.

8. No assistance can be given toward the ferry vessel

operation costs in B.C. without overturning the policy and

the successful negotiations with other provinces. However,

there is scope for assisting on the capital cost of

terminals in B.C. along lines in which settlements have

been reached with other provinces, that is, by lump-sum

payments.

9. B.C. FERRIES is the largest provincially-owned

service in Canada. Twenty-four vessels operate on over

four hundred regular route miles. In 1972 nearly eight

million passengers and three million vehicles were carried.

Over 2,500 people are directly employed. The largest

portion of the traffic is between Vancouver and Vancouver

Island via two crossings; one to Nanaimo and the other to

Victoria. Route distances are thirty and twenty-four

Miles respectively. Ninety-five percent (95%) of ferry

traffic to Vancouver Island is carried by B.C. FERRIES;

the remaining traffic (5%) is.carried by ferries owned

and operated by Canadian Pacific.

10. Gross operating revenue of B.C. FERRIES was $30

million in 1971. The actual operating deficit for B.C.

FERRIES in 1971 was less than $10 million, if items normally

considered as capitalized expenditures are removed from

the accounting. However, no accurate figure can be arrived

at from the published data. The same reservation applies

to the recently-announced 1972 deficit of $11.5 million.

The matter should be left until negotiations commence with

B.C., if and when they are authorized by Cabinet.

11. A CTC analysis indicates that the fares charged

on B.C. FERRIES are not significantly out-of-line with

ferry tariffs generally across Canada, taking into account

the varying nature and extent of the many different services.

12. West Coast traffic forecasts point to an expanding

requirement for ferry services. A third crossing to Vancouver

Island is anticipated, but not yet announced. An expenditure

of between $50 and $75 million for new vessels and new

terminals is forecast for the next five years; a further

$100 million is forecast for the following five-year period.

New vessels for the B.C. FERRIES cost approximately $12.5

million each; and new terminals are estimated at $5 to $10

million each. Terminals located off-shore and connected to
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the mainland by a causeway, which is what may be proposed

for the Vancouver side of a "third-crossing" route to
overcome a shallow-water problem, may cost up to $20
million.

Other Considerations

13. The British Columbia shipbuilding industry con-

tinues to be highly dependent on orders from B.C. FERRIES,

and these orders are traditionally let to B.C. yards. A

1966 federal government procurement policy announced that

federal vessels would be bought on a competitive basis

from the lowest bidding yard in Canada. B.C. yards, which

have higher wage levels, have won few vessel orders under

the new policy. Again, a Shipbuilding Temporary Assistance

Program introduced in 1970 as an encouragement to export

shipbuilding has not been as significant a benefit to B.C.

yards as it has been to eastern yards. However, the

Situation in 1974 in B.C. yards must be considered healthy

and busy, with full recovery from the slack of earlier

years. In part this is due to orders already placed by

B.C. FERRIES.

14. Vessels constructed for B.C. FERRIES service

have been eligible for assistance since 1961 under the

Ship Construction Subsidy Regulations administered by IT&C.

In all, $15.5 million has been paid by the federal govern-

ment to B.C. yards on a total of twenty-two vessels built

for B.C. FERRIES service. (Ferries built for the CN East

Coast service have not been eligible for construction

subsidy because the federal government has been the pur-

chaser.)

15. Current federal involvement in transportation

projects in B.C. includes Prince Rupert Harbour ($17 million);

various Vancouver terminals ($45 million); the B.C. Rail

development program ($167 million); Hudson Street Bridge

Crossing ($24 million); Vancouver Airport Expansion ($30

million); Alaska Highway (in B.C.) ($42 million, then turn-

over to B.C.); and the Ashcroft-Clinton Rail Connection

($10 million). (Total: $335 million.)

ALTERNATIVES FOR ASSISTANCE AND FINANCIAL CONSIDERATIONS

16. Alternatives for assistance may be measured

against the status quo, that is, a decision to provide no

increase in assistance to B.C. FERRIES over and above the

normal ship construction subsidy of 17%. This is Alternative

A. Based on the estimates by B.C. FERRIES for expansion of

their fleet, up to $25 million will be provided from the

Federal Treasury over the next ten years under this program,

regardless of any other forms of assistance which might

be provided as a result of this Memorandum.

17. All other alternatives involve special assistance

to B.C. FERRIES over and above the existing vessel con-

struction assistance. To this date, there have been no

negotiations with B.C. on this subject, and the amount of

additional assistance that B.C. desires has not been

determined. However, an amount may be inferred from the

initial B.C. demand for higher vessel construction subsidy.

The approximate amount of assistance received from ship-

building subsidy, based on a vessel construction program

of say $100 million over seven years (Seven years was the

time-span for the higher subsidy requested by Premier

Barrett) would be $23 million more at the requested 40%
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subsidy level than at the prevailing 17% level. MTwenty-

three million dollars ($23 million) might therefore be

assumed to be a maximum demand figure by B.C. in any

negotiations. There is no specific B.C. financial request

available, and this estimate of B.C. demands is therefore

conjectural.

18. The amount of assistance implied varies widely

among alternatives which follow. Some carry a minimum

assistance commitment. In addition, the cost in some

alternatives may be easily fixed at specific amounts,

whereas under other alternatives the costs are open-ended.

The degree to which alternatives may be a reversal of

established assistance policy for ferries is indicated

for each alternative.

Alternative A - Status Quo

19. No operating assistance allowed to B.C. FERRIES;

no financial implications (other than the existing 17%

ship construction subsidy), and federal policy on intra-

provincial ferries is maintained.

Alternative B - Higher Ship Construction Subsidy

20. The possibility of providing a higher ship con-

struction subsidy for B.C. was considered by departments

at the outset, and the decision against this method of

assistance was given in a 1973 letter from the Prime Minister

to Mr. Barrett. The cost implications of this change, which

would perforce have to be offered to yards in all provinces,

was considered prohibitive. Mr. Barrett has not repeated

his request for assistance in this form.

21. This alternative is not recommended.

Alternative C - Federal Assistance Toward Annual Operating

Deficit

22. This alternative would provide continuing

annual assistance to B.C. FERRIES, at some percentage of

the annual deficit up to a fixed maximum, or as an annual

grant. This alternative carries a financial implication

for the Federal Treasury which is open-ended, and which

could run between $10 million and $30 million per year,

depending on the magnitude of the operating deficit and

the unrecovered capital expenditures each year. This

alternative would normally require that the financial

records of B.C. FERRIES be made accessible to federal

government auditors - a possibly undesirable requirement

for B.C. This alternative unquestionably represents a

disincentive to efficient operation, and the federal

government would be able to exercise very little control

over management decisions such as fare rate-setting and

crew wage levels. Another disadvantage is that any

assistance limit set would be vulnerable to renegotiation

at B.C.'s request at any time. For example, to subsidize

B.C. FERRIES in the same proportion to revenue as the

Newfoundland ferry service is now supported, should this

become a B.C. demand, would entail not less than $24 million

to B.C. FERRIES annually from the Federal Treasury. Under

this alternative it would be most difficult to maintain

that the Cabinet directive on assistance to intraprovincial

ferry assistance had not been reversed. Applications from
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other provinces for expanded assistance on intraprovincial
services could be expected to follow from a choice of this

alternative.

23. This alternative is not recommended.

Alternative D - Establish a Federal West Coast Ferry Service

24. The federal government itself could establish a

ferry service on the West Coast, to be operated by CN or

a Crown agency, to supplement services provided by B.C.

FERRIES. New routes are apparently needed. The choice

could be provision of a "third-crossing" between Vancouver

and Vancouver Island - already an identified requirement -

although the furnishing of a new service on coastal routes

might also be considered. The estimated cost for a new

crossing to Vancouver Island is $75 million, including new

vessels and new terminals. Such a federal service would,

of course, compete with the two existing crossings to

Vancouver Island by B.C. FERRIES, and the crossing by CP.

A cooperative pricing schedule is concievable. However,

the cost implication is open-ended: In addition to initial

capital costs, an obligation by the federal government to

underwrite operating losses in future years is implied in

this alternative. This alternative implies abandonment

of established and emerging federal policy on intraprovincial

ferries.

25. This alternative is not recommended.

Alternative E ~ Lump-Sum Payment

26. This alternative would provide a lump-sum payment

to B.C. FERRIES for the extension of land-based facilities,

including terminals, causeways, and possibly roads. A

lump-sum payment could be negotiated based on the water

miles between Vancouver and Vancouver Island being eligible

for assistance equivalent to the per mile federal assistance

given to national highways in B.C. Based on past shared-

cost highway programs in British Columbia, assistance in

the range of $225,000 per mile is implied by this alterna-

tive. The Vancouver to Nanaimo crossing of B.C. FERRIES

is considered the national highway link to Vancouver Island,

and is thirty route miles long. Using the historical per

mile assistance, a possible lump-sum grant of $6.75 million

is calculated. (Any agreement ultimately reached under

this alternative would take into account levels of assistance

which may be provided under a new national highway scheme,

a subject currently under discussion with Western Provinces.)

27. This alternative is attractive from the federal

viewpoint in that the liability may be limited to a once-

only payment tied to and limited by assistance levels for

national highways. Also, the policy on intraprovincial

ferry assistance is not openly reversed. However, this

alternative is limited in the amount of assistance which

can be provided, and the "national highway link to Victoria"

rationale works only once - it does not lend itself to use

again in the future should additional assistance ever be

warranted.

28. This alternative would be acceptable from the

federal viewpoint, but it may offer limited scope and

flexibility for assisting the province. It could be a

first offer.
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Alternative F - Federal Grant Toward Terminals and Associated
Construction

29. This alternative would entail the federal govern-

ment providing a grant to B.C. for use on terminal con-

struction in connection with a new or relocated ferry

crossing to Vancouver Island from Vancouver; consisting

of:-

One or more ferry terminals, at $5 to $10

million each; or part thereof

AND/OR

associated approaches and causeways at up

to $20 million.

30. Under this alternative the federal government

would pay part or all of initial capital costs for selected

ferry terminals, and/or approaches, causeways, etc., but

all future operating and maintenance costs would be borne

by the provincial government. Full operating control,

including liability to cover deficits, would remain with

the province.

31. The level of federal commitment is limited to

new terminals which will only be built in conjunction with

growth of the ferry system in B.C. and concomitant invest-

“ment by B.C. in new ferries. This provides an effective

safeguard for the federal liability under this formula.

This alternative has advantage over choices where the

agreement is open-ended in respect to cost.

32. The federal contribution would be linked to a

specific expansion and improvement in the ferry services

in B.C. The contribution would be visible, and would be

continuing evidence of the federal help supplied. The

federal government assistance to the ferry system of

British Columbia would recognize the integral role of

water and highway transportation facilities in that prov-

ince. Suitable identification installed on the terminal

structure would state the federal involvement in the

project.

33. The federal policy on intraprovincial ferry

assistance would accommodate this alternative without

being openly reversed.

34. This alternative can be recommended.

FINANCIAL CONSIDERATIONS SUMMARIZED

35. There are no cost implications (above the standard

ship subsidy) attached to Alternative A.

36. Alternatives B, C, D, E, and F, which provide for

assistance to B.C. FERRIES over and above construction sub-

Ssidies, have cost implications ranging from $3 million up..

For Alternatives C and D, there is a possible continuing

annual financial obligation of up to $24 million per year.

The following costs are estimated on the basis of maximum

potential obligation under the particular alternative:-

..-/8
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Fiscal Costs - Years Following

Alternative Agreement with Province

| FY 1 FY 2 FY 3 FY 4 FY 5

A. Status Quo No Cost (above normal ship construction :
subsidies.)

B. Higher Ship Con- $ 3m $ 3m $ 3m $ 3m $ 3m

struction Subsidies

(B.C. only)

C. Subsidize Deficit

{up to) $24m $24m $24m $24m $24m

D. Federal Ferry Service $75m $10m $10m $10m $10m

E. Water Distance $5-10m (with possible extras in |
Equivalent subsequent years) |

|
F. Terminals, $5~25m (future assistance limited |

Approaches to expansion)

FEDERAL~PROVINCIAL RELATIONS

37. Premier Barrett has put a high priority on the

ferry assistance issue, and has made it the subject of

special dialogue with the Prime Minister. The ferry service

and its expansion is a political issue in British Columbia,

and the Premier has made his own promises in the matter.

The new government in B.C. has published financial reports

for the B.C. FERRIES for the first time, and the service

has been shown to be in deficit. The Premier considers

that B.C. has a claim on federal resources for support of

the ferry service, particularly in view of the substantial

assistance provided by the federal government to ferry

systems in Atlantic Canada. The Premier does not acknowledge

the validity of any federal policy attempting to restrict

assistance to only interprovincial ferry services.

38. There has been no representation or negotiation

by federal departments with B.C. on this issue to date.

Discussions have been held with B.C. on a related issue -

the payment of back sales taxes on fuel used by B.C.

FERRIES - and this negotiation has been conducted by the

Departments of Finance and National Revenue.

39. The issue of assistance to B.C. FERRIES has impli-

cations for other provinces. Any assistance to B.C. which

could be construed as abandonment of the federal policy

re assistance to intraprovincial ferry services could

provoke requests for renewed or expanded assistance for

other provinces. The B.C. demands have been made public

by the Premier, but as far as is known, there has been

no reaction from other provinces to date.

40. A decision to assist B.C. would recognize the

essential nature of the ferries in B.C., and also reduce

the inequity in assistance to ferry services on Fast and

West Coasts.

2/9
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INTERDEPARTMENTAL CONSULTATION

41. This Memorandum has been prepared in collaboration

with the Privy Council Office. In the course of developing

the alternatives, discussions were held with the Department

of Finance, the Department of Industry, Trade and Commerce,

the Department of Public Works, and the Treasury Board Secretariat.

CONCLUSIONS

(a) Some degree of assistance to B.C. FERRIES - over
and above normal ship construction subsidies of

17% - can be justified on the basis of the essential

nature of ferry services in that Province, by the

substantial amounts of assistance provided by the

federal government to ferry services in Atlantic

Canada, and by the fact that a Vancouver to

Vancouver Island ferry connection can be con-

Sidered as a link in a national highway system.

In Atlantic Canada, these highway links are

served by ferry systems supported by the federal

government.

(bob) It is desirable that any special assistance

furnished to B.C. FERRIES not reverse an existing

federal policy to withdraw financial support

for operating costs of intraprovincial ferry

services. Abandonment of this policy could

result in stepped-up applications for assistance

on intraprovincial services generally, including

both private and publicly-owned systems.

(c) Any special assistance to B.C. FERRIES should

be negotiated in the context of other federal

assistance to transportation and transportation-

related projects in B.C., including joint projects

undertaken with the B.C. Government.

(d) In any negotiations with B.C. on this issue,

the minimum acceptable level of assistance should

be the objective of the federal government.

Alternatives providing lump-sum payments, or

limited, fixed-payments for specific facilities,

are to be favoured over open-ended or continuing

assistance obligations.

(e) Excepting Alternative A, which is status quo,

the alternatives for assistance described in this:

Memorandum are ranked in order of increasing

attractiveness from the federal standpoint.

Alternatives B, C, and D are considered to be

unfavourable due to the high cost implications.

Furthermore, Alternatives C and D contain

elements which tend to threaten attainment of

an efficient, integrated ferry system in B.C.

(£) Alternatives E and F contain assistance options

for which initial cost is limited and future

commitments are controllable. These alternatives

comprise:- E: fixed, lump-sum payments related

to highway assistance programs; F: provision of

capital assistance to new terminals and/or

approaches which may be required for expansion

of B.C. FERRIES.

.../10
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RECOMMENDATIONS

42. It is recommended that the Minister of Transport,

in collaboration with other interested departments, be

authorized to:-

(a) Initiate negotiations with the Government

of British Columbia in order to determine

the scope of the need for assistance to

B.C. FERRIES,

(b) Discuss and evaluate the various alternative

forms of assistance which would be justified,

giving preference to alternatives which would

provide either:-

i) a fixed, once-only, lump-sum payment
related to the highway assistance programs

for B.C., and directed to construction of

terminals and/or approaches

OR

il) grants toward construction of new terminals

and/or approaches, causeways, etc., but not

related to a highway assistance formula.

(c) Take into consideration in negotiations the
other federal assistance being provided to

B.C.

(d) Report to Cabinet with a recommended mechanism

for assistance, prior to proceeding with any

formal agreement-.with the Province.

RECOMMANDATIONS

43. Le ministre des Transports, en collaboration

avec d'autres ministéres concernés, devrait 6tre autorisé

a:

(a) entreprendre des négociations avec le gouvernement

de la Colombie-britannique en vue d'apprécier les

besoins d'assistance de la B.C. FERRIES,

(b) discuter et 6évaluer les diverses formes d'aide

justifiables en l'occurrence, en donnant la

préférence aux propositions prévoyant

i) le versement d'un montant forfaitaire relié

aux programmes d'aide 4 la construction

routiére de la Colombie-britannique et

destiné 4 la construction de terminaux

et de voies d'accés,

OU

ii) l'octroi de subventions pour la construction

de nouveaux terminaux, voies d'accés, chaussées,

etc., mais non relié & la formule d'aide 4a

la construction routiére.

(c) tenir compte, durant les négociations, des autres

formes d'aides fédérale a4 la Colombie-britannique

-.--/1l
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ort au Cabinet avec recommandations

ant aux modalités d'assistance, avant la

usion d'un accord officiel avec la

MINISTER OF TRANSPORT
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ANNEX

FEDERAL GOVERNMENT ASSISTANCE TO

FERRY SERVICES IN CANADA

(Fiscal Year 1972-73 for subsidies provided through CTC,

Calendar Year 1972 for CN services subsidized by MOT.)

SUBSIDIES PROVIDED BY CONSTITUTIONAL AGREEMENT WITH CERTAIN PROVINCES

(Subsidized by MOT)

Interprovincial and Newfoundland Coastal

CN North Sydney/Port aux Basques $23,455,091

CN Borden/Cape Tormentine 5,988,007

CN Newfoundland Coastal Service 10,669,693

$40,112,791

Subsidies on a Basis Other Than Constitutional Agreement

(Subsidized by MOT or CTC)

A. Primarily Road Link

Interprovincial

N. Sydney/Argentia © 404,880

Caribou/Wood Island 1,449,000

Dalhousie N.B./Miguasha, Que. 16,500

Souris, P.E.I./Magdalen Island _ 550,000

St. Barbe/Blanc Sablon 197,500

$ 2,617,880

- Intraprovincial

Tobermory/South Baymouth (Ont.) 75,000

Mainland/Pelee Island (Ont.) 88,695

Portugal Cove/Bell Island (Nfld.) 354,000

Nfld. Outport Services (4) 117,500

Mainland/Grand Manan Island (N.B.) 259,000

Twillingate/New World Island (Nfld.) 77,000

971,195 (2.0% of total)

B. Primarily Coastal Service

Interprovincial

Montreal/St. John's Cornerbrook 1,503,563

Charlottetown/Magdalen Island 60,000

Halifax/St. John's 404,419

Halifax/Cupids 22,645

P.E.I./St. John's 111,289

Intraprovincial 2,101,916

Vancouver /West Coast Vancouver . 154,203
Island

Vancouver/Northern B.C. Ports 753,000

Montreal/Blanc Sablon 732,000

Gold River/Zeballos 12,502

1,651,705

7,342,696

Cc. International

Yarmouth/Bar Harbour 572,207 572,207

TOTAL......-. ~os$ 48,027,694

000221
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April 30, 1974.

MEMORANDUM TO THE DEPUTY MINISTER

B.C. Ferries

You will remember that last week, after we had obtained

the Minister's signature on the memorandum, we decided to
 hold it

until a later meeting of the Cabinet Committee on Federal-

Provincial Relations. We are still holding it.

The Privy Council Office would like to have the

memorandum on next Tuesday's agenda. The Minister will be seeing

Mr. Strachan this Friday but I see no reason for his ra
ising it

unless Mr. Strachan does.

Should we release the memorandum to PCO for ne
xt

Tuesday's meeting?

“Se:a oo 
.

~ M. pf -

ec - ASTA

eT ee A RE - . be whe ah 000223
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FEDERAL GOVERNMENT ASSISTANCE TO
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(Fiscal Year 1972-73 for subsidies provided through CTC,

Calendar Year 1972 for CN services subsidized by MOT.)
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SUBSIDIES PROVIDED BY CONSTITUTIONAL AGREEMENT WITH CERTAIN PROVINCES

(Subsidized by MOT)

Interprovincial and Newfoundland Coastal

CN North Sydney/Port aux Basques $23,

CN Borden/Cape Tormentine 5,

CN Newfoundland Coastal Service 10,

455,091

988,007

669,693

Subsidies on a Basis Other Than Constitutional Agreement

(Subsidized by MOT or CTC)

A. Primarily Road Link

Interprovincial

N. Sydney/Argentia

Caribou/Wood Island 1,

Dalhousie N.B./Miguasha, Que.

Souris, P.E.1I./Magdalen Island

St. Barbe/Blanc Sablon

Intraprovincial

404,880

449,000

16,500

550,000

197,500

$ 2,617,880

971,195 (2.0% of tota:

Tobermory/South Baymouth (Ont.) 75,000

Mainland/Pelee Island (Ont.) 88,695

Portugal Cove/Bell Island (Nfld.) 354,000

—K Nfld. Outport Services (4) '117,500
Mainland/Grand Manan Island (N.B.) 259,000

Twillingate/New World Island (Nfld.) 77,000

B. Primarily Coastal Service

Interprovincial.

Montreal/St. John's Cornerbrook 1,503,563

Charlottetown/Magdalen Island 60,000

Halifax/St. John's 404,419

Halifax/Cupids 22,645

P.E.I./St. John's 111,289

Intraprovincial . 2,101,916

Vancouver /West. Coast. Vancouver 154,203
Island

Vancouver /Northern B.C. Ports 753,000
Montreal/Blanc Sablon 732,000

Gold River/Zeballos 12,502

1,651,705

Cc. International

Yarmouth/Bar Harbour 572,207.

a

$40,112,791

7,342,696

"572,207

TOTAL csc cccessed 48,027,694
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FEDERAL~PROVINCIAL COMMITTEE ON WESTERN TRANSPORTATION

BRIEFING NOTES FOR THE MINISTER

Subject: Assistance to B.C, FERRIES

Background: In December 1972 Premier Barrett, in a meeting
with the Prime Minister, asked for 40% ship-

building subsidy as a means of ass&istance to
B.C. FERRIES, and also to attract new business

to B.C. shipyards at a time when they were less

than fully employed. The Prime Minister turned

x down the request for higher subsidy, but in-
dicated in January 1973 that other means of

assisting B.C. FERRIES would be sympatheticaliy

considered. In June 1973 the Prime Minister

asked the Minister of Transport to develop
alternative formulae for assistance to B.C.
FERRIES, for consideration by Cabinet.

The subject was mentioned briefly by Premier

Barrett at W.E.0.C., and has been mentioned

several times at meetings of the Federal-
Provincial Committee by Mr. Strachan. Promised

B.C. studies have not been forthcoming to date.

Current It is understood that B.C. have a study underway
Situation: that will present their case for assistance. It

will be based on the need for expanded ferry
services between B.C. and the Island.

B.C. have just ordered three new vessels at a

cost of $40 million. It is understood that

they are seeking land for terminal construction

at the Vancouver side (Point‘’Grey) and at the

Vangouver Island side (Galliano Island) of the

new "third crossing". In another announcement

by B.C. FERRIES, it has been stated that a

ferry service will be started between North

Vancouver and Vancouver proper, in lieu of a

bridge.

MOT has prepared a Memorandum to Cabinet, which

is expected to be considered by Cabinet Committee —
on Federal-Provincial Relations on May 7. The

paper recommends that MOT open discussions with
B.C. on the need for assistance; that this need

be assessed; and that the form of assistance to |

be discussed be limited to help for new ferry

terminals and/or terminal approaches.

eoef2
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Of paramount importance is the preservation
of the 1966 Cabinet decision, which called
for giving over to the provinces the respon~

sibility for support to intraprovincial road

link ferry services. This policy has been
partially implemented in Ontario and Quebec.

Premier Barrett is aware that over $40 million

is provided to eastern ferry services on the

basis of constitutional agreements, but tends

not to accept this as the exclusive basis for
support from the federal government. Ferry

services in B.C. do receive over $1 million

a year at the present time.

There appears to be MOT/CTC concensus that
B.C. have a case for a (limited and controlled)

degree of federal support.
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ASSISTANCE TO BRITISH COLUMBIA FERRIES

1. SUBJECT AND PURPOSE.

with the Government of British Columbia in order to assess

the need for federai assistance to B.C. FERRIES.

|

To obtain approval of Cabinet to initiate talks

2. BACKGROUND.

The Prime Minister asked the Minister to bring
forward alternative "formulae" by which assistance might

be given to B.C. FERRIES. This Memorandum is the response.

At present 97% of federal assistance to ferry

services goes to eastern Canada. Also, the claim by Mr.

Barrett that ferries are an integral part of the trans-

portation system in B.C. has validity. The Premier's view

has received a sympathetic hearing by the Prime Minister.

The Prime Minister initially favoured a rationale

that would give assistance to B.C. FERRIES toward the ferry

link to Victoria because of its status as a provincial

capital. This rationale would be consistent with treatment

of ferry services to Charlottetown, P.E.I. and St. John's,

Newfoundland, except that assistance to P.E.I. and Newfoundland

is based on constitutional agreements. The Memorandum does

not favour this rationale, because of the high cost impli-

cations of open subsidization; also, providing subsidy would
contravene a 1966 Cabinet decision which directed that all

ferry services of an "intraprovincial, road link nature" be

the responsibility of provinces.

. This Cabinet direction has been followed with

respect to ferry services in Quebec and Ontario, where the

federal government has "bought-out of" assistance commit.

ments. Negotiations are starting with Ontario to pass the

Pelee Island ferry service to provincial responsibility,

and with Newfoundland negotiations are underway to put the

Portugal Cove/Bell Island ferry service into provincial

hands. Any form of federal sybsidy to the ferry operations

of B.C. FERRIES would reopen federal obligations in other

provinces, This has-been the paramount consideration in

evaluating alternatives for assistance to B.C. FERRIES.

oee/2
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in ranking alternatives, lump-sum payments to

specific works were favoured over open-ended assistance

forms. Also, assistance which could be visibly linked

with expansion of services to satisfy public needs was

favoured over payments which would be diffused and not
publically visible.

3. MOT POSITION.

The Memorandum recommends that, if Cabinet gives

its approval for MOT talks with B.C., thatr-

~ The need for assistance be fully assessed,

taking into consideration the current high

devei of federal assistance to B.C. on other

transportation projects.

~ Assistance to specific new ferry terminals ,

and/or approaches would be an acceptable : /
form of help. ‘

~ While the amount of this assistance could be
determined by a formula related to highway ;: -

assistance this might limit the assistance - -
devel and the flexibility of the federal
position. See

”

- MOT would report to Cabinet on the results V4

of negotiations, before proceeding with any |

agreement with B.C. “

4. POSITION OF OTHER DEPARTMENTS. | PN,

PCO have naturally favoured assistance to B.C., YY
FERRIES, reflecting the initial view of the Prime Minister. _ ‘,
They are aware that MOT have from the beginning been reticent %
about this course of action. The current view of the Prime § -
Minister is not known to us.

Finance and TBS favour the alternative in the,
Memorandum which involves assistance NOT TIED to highways.
assistance nor a "Provincial Capital" rationale, and they |
have advised us that their Ministers' briefings will ‘say
this. This means that they will support a lump-sum form
of payment directed to new ferry terminals and/or approaches,
but without any tie-in to highways. This means they support
the MOT preferred alternative. (Alternative F but not E,
and Recommendation (b)ii), but not (b)i).)

000228
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| Ferry Classification for

‘Mamorandum to Cabinet (8.C. Ferries)

This is further to my letter to Mr. Alan Campbell, in

which I recorded his concerns. He has now phoned with

farther comments. TI have said that the Memorandum is
Signed, but that if we agree with his requested changes,

we will incorporate them in the memo before it goes

forward to Cabinet Committee.

1. Newfoundland Coastal Perries

The table shown Twillingate/New World Island, and

Burnside/St. Brendans. Mr. Campbell contends these are

no different than the other three Newfoundland outport

ferries which we have listed under "coastal service ~-

intra provincial". He feels we should have all five of

them in the same category, and preferably under “coastal -

intra provincial".

If we had a rationale for splitting these ferry services -

for instance if the major volume of freight was vehicular for

.fwillingate and Burnside - then this split«tizguld be supported

and we'll make a case for it; otherwise, ve Sliould go along

with Mr. Campbell's position. Classing some or all of the

Newfoundland outport ferries as contravening the 1966 Cabinet

Directive naturally puts them on the slate for climination

from federal support. That will meet resistance, so the key

is a very solid and reasonable interpretation of “intra

provincial road link nature", as used in the 1966 Cabinet

Decision. = —~ .

2. B.C. Coastal Ferries

| Mr, Campbell does not feel as strongly about having

Gold River/Zeballos in the list; it carries soma vehicles

but is not primarily a road link in his opinion, because

it calls at a number of Indian villages carrying freight.

The same rationale as used in the East should be applied

to decide where this one goes. .

» es 2
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J 3. Coastal = Intra Provincial

The Vancouver/West Coast Vancouver Island figure for
4972 is apparently $160,000, instead of $154,203. This
would bear further checking to make sure this new figure
from Mr. Campbell is batter than the one you had. Apparently

this ferry was supported Wor only the first six months of
1972, then assistance was transferred to the following.

He also says add Tofino/Ahousat, at $36,950 and Fair
Bafbour/Kuyquot, at $37,280, These subsidies were furnished

in the fiscal year 72-73.

4. Corrections to Headings

Our categories under A and B should read “primarily ‘
read link for vehicles", and "primarily coastal service ‘

(freight carrying)" respectively.

Could you again obtain the help of Surface Administration
to make this classification of ferry services.

Last night. Mr. Aldwinckle was down here and advised

that at the Cabinet Committee on FPederal~Provincial
Relations (Tuesday) did not deal with the 8.C. ferries

assistance issue in any way, but stuck exclusively to

the tax question. The Prime Minister referred to the
upcoming memo on assistance as being a separate matter,

It will be necessary to have a revised and agreed-upon

table by this Friday in order to be able to send the memo

to PCO early next week. I am still operating on the
basis that the D.M. has no major plans for “major changes

to the memo.

« Wilson

c.c. DSM
SMO

DPI
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“Mr. 2° tinckle -

Ze

Thank you. This was handled

just right.

24-4-74 . 0.G.S.
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| _| April 23, 1974

SUBJECT

BRITISH COLUMBIA FERRY SERVICE -

APPLICATION OF SALES TAX

(Cabinet Document No. 166-74)

I attended the Cabinet Committee on Federal-

Provincial Relations for the above-noted item on 23 April,

1974.

Mr. Stanbury reviewed the document and outlined

the case against Imperial Oil Ltd. He noted that recently

Gulf Oil Ltd. had withheld federal sales tax and, based on

this, he recommended that the Department of National Revenue

be authorized to proceed at once to initiate action against

the companies involved to collect the tax and penalty owing.

In discussion, the Chairman (the Prime Minister)

asked if a solution was near in a form of reciprocal taxing _

between governments. He was informed that work was in progress

but that a solution was perhaps a year away. In response to

a question from the Minister of National Revenue, the Chairman

specifically stated that he was suggesting no connection

between recovering the tax and any subsidy arrangement which

might be made to BC Ferries. He stated that he understood

that a paper on this matter was under preparation. The

Minister of the Environment confirmed that he could see no

particular problems if the recommended course of action was

adopted. With no further discussion, the recommendation

to take legal action to collect the tax andthe penalty

owing was adopted.

rE

R RLM. Aldwinckle

pr, Fee » ECEtine orb, qi, REEcc - L. Cope Ade f }/1574 APR 24 1974
DBC Senjs, Ase

XPPP At Denun, yy. Orries oF THS
Mistry op OY Ministog UTY MIRISTD

"sport | PRARSPORT 00283
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(Cc)

SECRET | joo 3

EEO D
The Cabinet Committee on- |. Federal-Provincial

Relations

Le comite du Cabinet charge des relations —

fédérales- provinciales

Meeting of April 23,

Réunion du 23 avril 1974

RECORD OF COMMITTEE DECISION
_RAPPORT DE DECISION DU COMITE

1974

CONFIRMED BY THE CABINET ON MAY 2, 1974
CONFIRMATION PAR LE CABINET LE 2 MAI 1974

<e
British Columbia Ferry Service

Application of Sales Tax _

Ne

Service de bacs de la Colombie-Britannique -
Application de la taxe de vente

The Committee agreed that:

(a) the Department of National Revenue be
authorized to proceed at once to initiate

-and any other British Columbia Ferry |

Service suppliers in a similar situation,

‘to collect sales tax, and penalties owing

on supplies sold to the British Columbia

Ferry Service;

“. court action against Imperial Oil Limited, | |

|

This document consists of. 2
Ce document comprend

pages 000234 &



Document disclosed under the Access to Mgt i

Document divulgué en vertu de la Loi sur I'accéS3

~ SECRET.

as an issue between the federal tax |

administration and a taxpayer rather than

(b) court action should be treated publicly:

a dispute between two levels of government.

| | | |
|

|
|

:

Le dépositaire de# docfiments du Cabinet

R.F. Charron |

Supervisor of Cabinet Documents

May 2, 1974.

le 2 mai 1974
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April 22, 1974

BY HAND

Mr. A.P. Campbell

Chaixyman

Water Transport Committee

275 Slater Street

Ottawa, Ontario

Dear Mr. Campbell:

During your absence this paper moved forward to

its present form. The basic alternatives are unchanged

from the November 9th draft which you viewed. The text

of the Memorandum incorporates the points you raised,

including your clarification of the B.C. FERRIES accounting

procedures; the CTC rating of B.C. FERRIES fares as not

out-of-line;: etc,

You viewed an earlier table which gave a province-

by-province breakdown of ferry subsidies for 1972. The

present table has attempted, at the request of PCO, to show

services considered to contravene the 1966 Cabinet decision.

In our telephone conversation Friday you pointed out that

Burnside/St. Brendans (Nfid), and possibly also Gold River/

Zeballos (B.C.) should not be in this list.

We will take another look at these services and

try to develop a precise way of defining "road link" (perhaps

by vehicular tonnage) and will forward a proposed rationale

within the next few days.

We are, as you would expect, obtaining the assis-

tance of the Surface Administration in this task. Ms. Alan

McKenzie has provided the regular counsel, but Mr. Knapp

and Mr. Aldwinckle are familiar with the problem.

Yours sincerely,

Ortotial Sighted By

G. WILSON
K.Ge lLson

Policy Advisor - Marine

Transportation

Attach,

000236



CONFIDENTIAL

18 April 1974

MEMORANDUM TO THE DEPUTY MINISTER

Ret Memorandum to Cabinet < Assistance to B.C. FERRIES

Attached is the proposed final version of a
Memorandum to Cabinet dealing with assistance to B.C.
FERRIES.

This Memorandum is the result of intensive
staffing work with the Treasury Board Secretariat, Depart-
ment of Public Works, Department of Industry, Trade and
Commerce, Department of Finance, and, most particularly,

the Privy Council Office. I am assured that because of

this work the Memorandum in its present form is likely
to be acceptable to officials in the foregoing government

units.

The Memorandum has been coordinated from the

beginning with the Surface Administration, who also assisted

with the selection and rating of alternatives. CTC views

have also been incorporated.

You viewed an earlier version of this paper, and |

it is raturned attached, with your notes. Mr. Roberge of -

CTC viewed this draft, and, like yourself, was of the

opinion that some degree of assistance to B.C. was inevitable.

You will recall that this paper was prepared |
at the specific request of the PCO, which evolved from

a private meeting between the Prime Minister and the

Premier of British Columbia in December 1972. The task :
of preparing a response was not clearly assigned to this

Ministry until June 1973, when the attached letter was |

received from the Prime Minister. It has been a problem |

to suggest mechanisms of assistance which are acceptable.

I am satisfied that the alternatives which are recommended |

for discussion with B.C. in the present paper involve the

minimum possible conflict with established policy and minimum
commitment to uncontrollable new expenditures.

eoef2 !
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It is suggested that the Canadian Surface Trans~

portation Administration be responsible for the negotiation

with the B.C, Government which this paper recommends be

Started. Mr, Aldwinckle concurs with this recommendation,

and has approved this paper.

PCO have requested that this paper be put forward

for consideration by the Cabinet Committee on Federal-

Provincial Relations on April 23, 1974. A paper by National

Revenue is scheduled for consideration then which deals with

a related problem ~ the six years of Federal Sales Tax

arrears on fuel oil used by the ferry service.

Attached is a note to the Minister which you may
wish to use to convey this Memorandum for signature.

Original signed By
M.E. Butler

M.E. Butler

Attach.

cc: SADM

ASTA

AMTA ,.

DBC
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SUBJECT

OBJET

Government

Assistance to British Columbia

I have asked both DAMS and Mr.

attached paper. Mr. DeVos has

margin of the paper which I am

Essentially he feels that this

has provided some new thoughts
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i Gouvernement

s. du Canada MEMORANDUM NOTE DE SERVICE

nN
| SECURITY ~ CLASSIFICATION — DE SECURITE

TO TPM CONFIDENTIAL

A OUR FILE ~ N/REFERENCE

L_ _ 550-119
[ ~ | YOUR FILE — V/REFERENCE

~FROM z
DE

MSA DATE "16 April 1974
_ _|

Ferries

DeVos to comment on the

made some comments in the

returning to you now.

is a very good paper but

which might help foster
the provision of additional assistance through changes
is Ship Construction Subsidies.

I am passing these comments without: prejudice, except
that I hope they may be of some help. If Mr. O'Neil has

any comments I will pass them on to you as well.

Att.

eo

CGSB STANDARD FORM.22d .f 7540 21-865-6699 |.

Onota! Slouey
By

Henry M. Walsh

(6-7219)

000239
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, i Government Gouvernement
“* Canada du Canada MEMORANDUM NOTE DE SERVICE

f ~] SECURITY - CLASSIFICATION — DE SECURITE
[—

TO 
—L> A A CONF ]p-EWTLA L

OUR FILE — W/PEFERENCE

~ = (gya-12 6
[ | YOUR RUN

~ FROM a) > 7

DE DSM DATE
lL | April 10, 1974

SUBJECT . *
OBJET Federal Subsidies to

British Columbia Ferries

In a marginal note on a copy of a memorandum prepared

for your signature to the Deputy Minister on the subject of

federal subsidies to British Columbia ferries, you asked to be

brought up to date on the situation.

It was mentioned in that memorandum that a Memorandum

to Cabinet on the subject was being prepared, and I understand

from XPPP that the latest version should be in your hands

within the next few days. I have already received an advance

copy of the document and have made several comments to Mr. Ken

_ Wilson of XPPP who is handling the matter. The document as it

now stands incorporates suggestions which we had made on earlier

occasions, and the items which have to be corrected in the
latest memorandum are very minor. For record purposes, I am
attaching a list of the proposed changes.

The main proposal of the memorandum is that the
Federal Government should respond favourably to the request

of the Government of British Columbia for financial assistance

to B.C. ferries, and this should be provided in the form of a

lump sum grant towards the construction of terminal facilities.

Other alternatives, including the provision of vessels or some

form of deficit grant arrangement are covered in the memorandum

but are not recommended on the grounds that they would lead to

heavy on-going costs to the Federal Government or would contravene

the general policy laid down by Cabinet in 1966 that the Federal

Government should transfer to the Provinces all responsibility

for intraprovincial ferry services. The recommendations in the
memorandum are designed to avoid any sort of open-ended settlement
and are designed to limit the federal contribution to a single

e lowest possible level. The memorandum requests

APR 16 1974 -2-/2

0g eB
2g, . gyae h
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that the Minister of Transport be authorized to enter into

negotiations with the Government of British Columbia in order

to determine the’ province's needs and the actual type of

assistance which would be mutually acceptable.

Unless you have any objections, I shall be preparing

a memorandum for your signature to Mr. Butler recommending
the few minor changes and giving our support to the memorandum

in general. I should mention that since the related question ~
of B.C. withholding sales tax on fuel and other supplies used

by B.C. ferries is expected to come to the forefront shortly.

The Privy Council Office is anxious to have the Memorandum to

Cabinet put forward as quickly as possible. The objective at

the moment is to have the document before Cabinet on April 23.

ME boy
D.F. Knapp

Attach.
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SUGGESTED CHANGES IN MEMORANDUM TO

CABINET ON ASSISTANCE TO B.C. FERRIES

Page 2, Paragraph 6 (b)

here should be a notation that the Twillingate
service has.been replaced by a causeway.

page 3, Paragraph 7

The words “operation and" should be deleted and the
sentence should read, “However, responsibility for

.maintenance of the terminals has remained in federal

hands to date...". |

Page 3, Paragraph 12>

The last sentence appears to be based on a misunder-

standing. The causeways to which the Marine & Ferry Branch

referred would be located on the mainland end.of the run

and are made necessary by extremely shallow water in.that

area. The arrangement would be roughly similar to the

| arrangement in Tsawwassen. The Marine & Ferry Branch has

-been advised unofficially that the cost of such a terminal,

including the causeway, might be in the region of $20,000,000.

The Vancouver Island end of the run would be located on

Gabriola Island and several bridaqes would be required to

connect the terminal with the main island. The costs of

such crossings would presumably be part of the provincial

highway program. ;

page 4, paragrah 16
A reference is made to Alternative A being a decision

to provide no increase in assistance to B.C. ferries. It

is recognized that this increase would be in relation to the

exinting shipbuilding subsidy, but perhaps the sentence

should be reworded to bring out this fact.

Page 5, Paragraph 17

The reader might be misled into believing that the

figure of $23,000,000 is related to the B.C. demand. The

paragraph should stress that the calculations on this |

point are pure conjecture at this tcfitne.
y

5
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Page 5, Paragraph 20°

Perhaps a copy: of the Prime Minister's 1973 letter
should be" attached as an annex. ; ;

Page 7, Paragraph 36

This paragraph should be reworked so that the total

cost implications bear some relationship to the itemized

amount for each alternative. Perhaps the cost related

- to different time scales should be emphasized as well.

o Annex I

of The international. service between ‘Yarmouth ‘and Bar
’. Harbor appears to fall into the. category of primary
coastal service (freight carrying and no vehicles). This

- is not the case, but the statement could probably be.

corrected quite easily by making. the international

-sub- ‘heading Item Ce ae

» Marine & Ferry Branch ws
April ‘10, 1974... Be

900243
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a Government Gouvernement

anaca du Canada - MEMORANDU NOTE DE SERVICE

.

SECURITY - CCASSIFICATION — DF SECURITE

TO Mr. R.M. Aldwinckle, ASTA ”
A’ OURMELE — W/ REFERENCE

\%

- ON ng MF )[~
YOUR FILE — V/REFERENCE

_ SE |
FROM M.E. Butler, XPPP Cte Gg

DE Wer SSS

| April 9, 19074. \
SUBJECT Memorandum to Cabinet - B.C. FERRIES
OBJET

Your March 8th memorandum to the Deputy Minister

referred to the Memorandum to Cabinet on assistance to B.C.

FERRIES, which was in preparation here. Attached is what *

should be the final draft of this Memorandum. In the draft

memorandum to the Deputy Minister, which is also attached,

I comment that the staffing of this paper has been extensive

and should be acceptable to other departments, Treasury

Board, and PCO in its present form. Mr. Arnold Tennenhouse

has been the TB contact.

It had been hoped that the study on B.C. FERRIES

which was promised by Mr. Strachan at the December W.E.O.C.

meeting would have been received before this paper was put

to Cabinet. A study is apparently underway with Swan-Wooster,

but apparently results are not yet available. In any event,

PCO would like the Memorandum for consideration at the

April_léetr meeting of the Cabinet Committee on Federal-

now Provincial Relations, in order to be read with a paper from

As National Revenue on the Federal Sales Tax withholding

The problem, which also concerns the ferry service. We are
trying to comply with this request.

Messrs. Peel and McKenzie contributed to this

paper during the drafting stages; Mr. McKenzie helped in

the selection of options and recommendations, and attended

a meeting at PCO in December with Mr. Ken Wilson of my

staff, at which time the paper received general endorse-

ment from PCO (Mr. Haney), as well as representatives from

Treasury Board, Finance, and DPW.

Subsequently, a categorization of ferry services

was developed. This work had actually been requested by the

1966 Cabinet Directive, but was never carried out in the

form required as far as we could determine. (Some papers

from Mr. Alan Campbell of CTC relate to this task, but have

not been useable for the present Memorandum. The attached

categorization table has not been discussed with the CTC,
—

———

--f/2
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although they did view a previous draft of this Memorandum
and their suggestions in other areas have been incorporated.
Accordingly, it is proposed that the table itself not be
distributed. There should be no dispute with the "contra-

vening" ferry services which have been extracted from the

‘table, and listed under paragraph 6 of the Memorandum. PCO

specifically asked that the services we considered in this
category be listed for Ministers.)

Mr. Stoner viewed the previous draft of this

Memorandum, and felt that B.C. had a case. The CTC (Mr.

Roberge) was also of this opinion.

Recommendations call for talks to be initiated by

MOT with B.C. in order to analyze the need for assistance.

Assistance which may be acceptable would be in the form of

grants toward terminal construction and/or terminal approaches,

Causeways, etc. My draft memorandum to the DM suggests that

Surface Administration lead in these negotiations, if they

proceed.

Summaries and recommendations for the Cabinet

Memorandum are in preparation here.

Attach.
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YOUR FILE

VOTRE REF:

IN REPLY QUOTE

REF, A RAPPELER:

DEPARTMENT OF TRANSPORT

MINISTERE DES TRANSPORTS

MEMORANDUM TO THE DEPUTY MINISTER

Re: Memorandum to Cabinet - Assistance to B.C. FERRIES

Attached is the proposed final version.of a

Memorandum to Cabinet dealing with assistance to B.C.

FERRIES.

The attached draft is the result of extensive

staffing work with the Treasury Board Secretariat, Depart-

ment of Public Works, Department of Industry, Trade and

Commerce, Department of Finance, and, most particularly,

the Privy Council Office. I am assured that because of

this work the present draft is likely to be acceptable

to officials in the foregoing government units.

The Memorandum has also been coordinated and

assisted from the beginning with the Surface Administration,

and with CTc.

You viewed an earlier version of this paper, and

it is returned attached, with your notes. Mr. Roberge

viewed this draft, and, like yourself, was of the opinion

that some degree of assistance to B.C. was inevitable.

You will recall that this paper was prepared

at the specific request of the PCO, which evolved from

a private meeting between the Prime Minister and the

Premier of British Columbia in December 1972. The task

of preparing a response was not clearly assigned to this

Ministry until June 1973, when the attached letter was

received from the Prime Minister. It has been a problem

to suggest mechanisms of assistance which are acceptable.

I am satisfied that the alternatives which are recommended

for discussion with B.C. in the present paper involve the

minimum possibie conflict with established pol X
we “

mc
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It is suggested that the Canadian Surface Trans-

portation Administration be responsible for the negotiation

with the B.C. Government which this paper recommends be

started. Mr. Aldwinckle concurs with this recommendation,

and has approved this paper.

PCO have requested that this paper be put forward

for consideration by the Cabinet Committee on Federal-

Provincial Relations on April .23, 1974. A paper by National

Revenue is scheduled for consideration then which deals with -

a related problem - the six years of Federal Sales Tax arrears

on fuel oil used by the ferry service.

Attach.

000247
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I see some problems in

ferreting out all the info. I

would much prefer to come Up with a

solution for federal assistance to

B.C. Ferries e.g. Tobermory

approach.
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Se a TRO . While I-was in Victoria last week," I was asked 00 8
to meet: with. Mr.:Prelypchan fromthe Department of the 2’

‘. Attorney-General. Mr... Prelypchan explained that: British - :
vz./ Columbia.was-doing.a thorough constitutional analysis

\at- proving that.there was a federal obligation to. give ae
financial support. to the ferry services from thé mainland -"))-.)

wi EO Vancouver ‘Island. . He did not explain.to mé specifically’
-o what references. within the constitution they wee going ee
., to use but did go on to”’say that they. had. been, gathering”)...
'/ information on the subsidies. being provided. to both the Poe A
-...Prince, Edward island and Newfoundland ferry services and®. °°:
~ at to the ‘various: CTC ‘subsidized services. 9». * ee

Meine cp) wa He: showed. me a list of ‘the various services. =<
; es On which they -have information and ‘és’ far as.I could: see; |
“ig, cdt°was fairly complete. -..However, he “did ask if the Federal’ a
oo 7, Government would provide them with information on all 0° “se 00% 0 >
© (Qand’ eke" anneal amount fore a federal ‘subsidy since. 1968 i...

a strongly again on the matter of ferry subsidies =) -.50" | Sobut it is my belief that it will not come up.as-a-major item". co . +“at the next meeting of Ministers but rather in the form of ~ |. oy "some. major submission .directly. fromthe province. : ok

_ «(and the annual’amount for each service by yéar from that ©. .
a UE Patec wer ge

Se AM ee Tam sure that ‘one way or another they can: obtain: :oso" the information whether we. give -“it to them or. not and I am RS
“onl... Copying this- memorandum. to ASTA in the belief that we should...

“., », provide them withi the information they are asking for. ).If. !))... :
“you agree, perhaps: you’ would wish to inform ASTAL 0 o f.

Meo Vecss ys *: os @bviously: British Columbia is going to come: - :ison quite:

|

1: Sad . : -
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[et Public orks Travaux publics Ss 0-/1-8
Canada Canada

J vnnye

CONFIDENTIAL

Ottawa, Ontario

K1A OM2

November 23, 1973.

mM Mr. K. G. Wilson,
Policy, Planning & Major Projects,

Ministry of Transport,

Place de Ville,

Ottawa, Ontario —_—

K1A ONS *

Dear Mr. Wilson:

Re: Assistance to British Columbia Ferries

This will confirm the message I left with your secretary with respect

to the November 9th draft of the Memorandum to Cabinet.

The policy of the government as interpreted by the Department of Public

Works has been to resist pressures from provincial or other agencies

in their requests for assistance in providing terminal facilities for

intraprovincial ferries.

The Department has had lengthy discussions with both the Provinces of

Ontario and Quebec in which it has reiterated its interpretation of

Treasury Board policy that no assistance should be given to intraprovincial

ferries,which includes the terminal facilities. At the present time

there are three ferry terminals in the Province of Quebec which were

formerly built and maintained by the Government of Canada and which are

now being rebuilt and altered by the Province of Quebec. I would

therefore suggest that the draft memorandum should be altered to remove

any suggestion that terminal facilities would be a responsibility of

the federal government.

Policy for interprovincial ferries is, as you know, quite different, in

that at Saint John, N.B., Digby, N.S., North Sydney, N.S. and Port aux

Basques, Nfld., the Canadian government has provided terminal facilities

at federal government expense.

Yours sincerely,

pane acaceer merece,eChewed ENTERED |
en CARDS i

C. K. Hurst, P.Eng.,
OE er tnsninerveaiiseitae

Chief Engineer.
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OTTAWA, Ontaxio.
KLA ONS.

8 November 1973,

Mr. Allan P. Campbell,
Chairman, i
Water Transport Comittee, \
Canadien Transport Commission, ‘

275 Slater Street,
Ottawa, Ontario.
Kia ONS.

Dear Mr. Campbell: \

Attached are statistics derived from basic subsidy
data obtained through the kindness of Captain G. R. McLeod.
The data has been used by our Professional Services Group ito A
indicate the portion of subsidies devoted to inter-provincial :
services, and the portion devoted to intra-provincial services.
Necessarily, there is some arbitrary division made, for
example, the international run to Bar Harbour is considered
under the “inter” category. |

y
1

a et

This material has been prepared to support a
Memorandum to Cabinet in connection with Mr. Barrett's request
for assistance to B. C. Ferries, but the tables themselves

will not be put forward with the memo.

_ You recall that the subject of this memo was first

raised by the Premier of British Columbia during a visit to
the Prime Minister in December, 1972. The Prime Minister has
continued te show apecial interest in the B.C. request, and

as asked for a series of alternative proposals. A draft of
the proposed Memorandum will be put in your hands by the end
of the week.

Yours very truly,

Origina) signed BY;

AK. BR. CONBOY

A. R. Gonboy,
Director,
Policy Planning & Major Projects.

Att.

KGW: enb
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Confies Hal K1A ONS5

Le trés honorable Pierre-E. Trudeau
Premier ministre du Canada

Ottawa (Ontaric)

Monsieur le Premier ministre, oe

J'ai bien regu votre lettre du 29 janvier

& propos des dispositions que le gouvernement fédéral

pourrait prendre pour aider la province de la Colombie-

Britannique 4 améliorer son service de traversiers.

Bien que je sois favorable aux demandes

du premier ministre, M. Barrett et que je sois sensible a

vos suggestions concernant les possibilités d'aider

la Province & remplacer certains traversiers ou 4

augmenter la capacité du service, je m’inquiéte du

précédent que créerait lL'octroi d'une telle aide, en

ce qui concerne les autres modes de transport, ailleurs

au Canada.

Comme vous le mentionnez dans votre lettre,

le gouvernement fédéral poss@éde, bien siir, les navires

exploités par le Canadien National qui assurent la

liaison entre 1'Ile-du-Prince-Edouard et le Nouveau-~

Brunswick et entre Terre-Neuve et la Nouvelle-Ecosse.

Cependant, nous avons &vité, depuis quelques années,

de fournir des navires pour des services intraprovinciaux

et, comme vous le savez sans doute, la politique actuelle

du gouvernement est de cesser toute forme de participa~

tion 4 ces services. J'admets toutefois que le service

de traversier Vancouver~Victoria peut &tre considéré

comme un cas particulier.
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Avant d'taller plus loin, je voudrais proposer

qu'un petit groupe de hauts fonctionnaires des Transports

et des ministére de l'Industrie et du Commerce, des

Finances et possiblement des Travaug publics se rendent

& Victoria pour discuter avec les responsables de la

province de certaines autres formes d'aide qui pourraient

peut-Gtre satisfaire M. Barrett. Je pense notamment §

la possibilité de construire des terminaux pour traversiers,

ce qui risquerait moins de créer des préc&édents que le

fait de fournir des navires. A la suite de telles dis~

cussions, je serais en mesure de présenter au Cabinet

un mémoire plus d6taillé, en ce qui concerne les diverses

solutions @ envisager, que je ne pourrais le faire pour

le moment.

Si vous 6txgg d'accord avec cette fagon de voir

les choses, j'écrirai 4 M. Barrett pour lui demander

que la réunion ait lieu d&s que possible.

Je fais parvenir copie de la présente 4 mes

coll@égues des Finances, de l'industrie et du Commerce,

du Revenu national et des Travaux publics.

Je vous prie d'agréer, Monsieur le Premier

ministre, L'expression de mes sentiments distingués.

Jean oe

Ny
\o
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APR - 4 1975

MEMORANDUM TO THE DEPUTY MINISTER

Re: Response to Prime Minister's Letter to

Mr. Marchand on Requests from Premier Barrett

fox Aanintance to British Columbia

You will recall that the Prime Minister

wrote to Mr. Marchand on the subject of possible.

assistance to the British Columbia ferry system from

the Ministry of Transport. The Prime Minister suggested
that a Memorandum to Cabinet might be brought forward
on the subject.

We had suggested to the Minister that prior
to preparing this Memorandum it might be useful if
gome senior officials from this Ministry and the othera
involved talked with officials of the Promier'a office
in an attempt to clarify what options might be available
to assist the Premier other than the purchase of vesasals.

The Minister indicated his agreement to this
approach and the letter to the Prime Minister is drafted
accordingly.

ORIGINAL SIGNED B
Y

c. C. HALTON
RECEIVED

MAY 9 1973Cc. C. Halton

cc: SADM

ASTA

AMTA

DBC

BEPUTY ADMINISTRATOR
MAGE SERVICES .

Att. RECEIVED
REC!

ary =D 1913

A

eral

mist Marine ee \
mrinmistrator 

a \

_ BBministrateur, Eau 
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~38-64-12

‘APR - 4 1975

Re: Your Response to Prime Minister's Letter

on the Subject of Assisting British Columbia

Kerry Systonhte Beet ta tt ee Mina Oo oat Sem Da ANN a St BA Hebe Pete Bh othe lt AA I ret eh a GL cet MR, AE

I attach a suggested reply from you to the
Prime Minister on this question.

You may recall that you indicated agreement
that officials from the Ministry and other interested
Pederal departments should visit the Province to try
and determine what options might satisfy Premier Barrett.

Your reply to the Prime Minister makes

this suggestion. Shauld he agree [ will arrange to
have & latter from you to Premier Barrett praparad

suggesting that the discussion you refer to take place
as soon as possible.

O. G. STONER
Original Signed by

O. G. Stoner

|

Att.

MEMORANDUM TO THE MINISTER ;

7
tex 000255
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OTTAWA, ONTARIO Ae |
K1lA ONS ana

“aeP< es pe & . :

Le trts honorable Pierre-E. Tradeau
Premier miniatre du Canada

Ottawa (Ontario)

Monsieur le Premier miniatre,

J'ai bilan requ votre lettre du 29 janvier

& propos des dispositions que le gouvernument fédéral

pourrait prendre pour aider la province da la Colombie-

Britannique & am@liorer son service de traversiors.

Bien que je sois favorable aux demandes

du premier ministre, ". Barrett et que ja sols agensible 4

vos suggertions concernant les possibilités d‘taider

ia Province & remplacer certaina travarsiers ou A

augmenter la capacité du service, je m'inquidte du

précédent que créerait ltoctroi d'une telle aide, on

eo qui concerne les autres modes de transport, ailleurs

au Canada.

Comme vous le mentionnez dans votre lettre,

ie gouvernement fédéral posesade, kion stir, les navires

exploités par le Canadien National qui assurent la

liaison entre 1'Ile-du-Prince-Edouvuard et le Nouveau-

Brunswick et entre Terre-Heuve et la Nouvelle~Ecoase.

Cependant, nous avons 4vité, depuis quelgues aanées,

ae fournir dea navires pour des services intraprovinciaux

et, comme vous le savez sans deoute, la politique actuelle

du gouvernement est de cesser toute forme de participa-

tien & ces services. J'admets toutefois que le service

de traversier Vancouver-Victoria peut étre considéré

comme. un cas particulier.
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Avant @'aller plus loin, $e voudrais proposer

qu'un petit groupe de hauts fonctionnaires des Transports

et dea ministére de l'industrie et du Commerce, des

Finances et possiblement des Travaug publics se rendent

a Victoria pour discuter avec les reaponsables de la

province de certaines autres formas d'aide qui pourraient

peut-Gtre satisfaire M. Barrett. Je pense notamment §
la possibilité de construire des tarminaux pour traversiers,

co qui risquerait moins da eréer das précédento que le

fait de fournixr dea navireso. A la suite dea telles dia-

cussions, ja seraia en mesure de pr&senter au Cabinet

“an mémodre plue d6taillé, en ce qui concerne les diverses

nolutions & envisager, que je ne pourrais le faire pour

le moment.

Si vous &ted@ d'accord avec catte facon da voir
deo chesen, f'Geriral & M. Barrett pour lui demander

que la réunion ait lieu d&s que possible.

Je fais parvenir copie de la présente A mes
coll@égues dep Finances, de l'industrie et du Commerce,
du Revenu national et des Travaux publics.

Je vous pria d'agréar, Monalaur le Peemiar

ministre, l'axpression de mes sentiments distingués.

Jean Marchand
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MEMORANDUM TO SADM

Re: The Prime Minister's Letter to Mr. Marchand

Concerning Assistance to the British Columbia

Ferry System _

You asked me for a reaction to the attached letter.

You may be aware that there have been some preliminary dis-

cussions between ourselves, ITC, and PCO on this subject,

which did not yield any particularly promising ideas on what

Might be offered to Mr. Barrett.

The letter from the Prime Minister puts the

Premier's requirements a little clearer than we have seen

them before, and focuses on capital assistance on vessels

for the ferry service, but not at the expense of a national

shipbuilding subsidy increase.

I find it difficult to see how we could meet these
suggestions under any sort of existing MOT program. I under-

stand, however, that the Government of British Columbia is

planning extensions to its ferry terminals at Nanaimo and

Horseshoe Bay, and at several of the smaller terminals in

the system. This construction program would cost several

million dollars and might offer an opportunity for Federal

participation, provided additional funds were available from

somewhere. Another possibility would be to provide main-

tenance for some of the existing or future terminal facilities;

in this case, perhaps through the Department of Public Works.

Before we go to Cabinet with suggestions, as

requested by the Prime Minister, it might be useful to get

some idea of BC's ferry terminal requirements and operational

~— = /2
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costs. We should perhaps await the Minister's reaction to i

the letter, and as requested I attach a brief note to the

Minister covering the letter, which Miss Carriére indicates

he has not yet seen. .

Griginal Signed by
M. BRENNAN

M. Brennan

c,.c. ASTA,

AMTA,

DBC,

XPPP.
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MEMORANDUM TO THE MINISTER

Re: Letter From the Prime Minister Concerning Assistance |

on Ferry Vessel Construction for British Columbia |

|

The attached letter from the Prime Minister

requests your consideration of a way in which we might

assist the Province of British Columbia in building vessels

for its ferry service.

My impression is that it would be particularly

difficult to justify any form of shipbuilding assistance

from MOT funds. It might be easier to think in terms of

capital assistance on terminal facilities, or maintenance

by the Department of Public Works, provided the necessary

funds were forthcoming.

One response might be for you to reply to the

Prime Minister suggesting that consultations at the offi-~

cial level take place with the Premier's office, so that

a better understanding of his requirements and of poten-

tial expenditures will be obtained. This would allow us

£0 prepare a more meaningful Memorandum to Cabinet, which

the Prime Minister indicated he would like to see.

If, having seen the letter, you agree with this

course of action, we will proceed to prepare a reply.

G. A. Scot
GA. Scott,

Senior Assistant Deputy Minister.
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YOUR FILE

VOTRE REF:

IN REPLY QUOTE

REF, A RAPPELER:
CANADA

DEPARTMENT OF TRANSPORT

MINISTERE DES TRANSPORTS ¥

MEMORANDUM mfg FEB 14 1973 ° Dee

Re: The Prime Minister's Letter to Mr. Marchand

Concerning Assistance to the British Columbia

Ferry System

You asked me for a reaction to the attached letter.

You may be aware that there have been some preliminary dis-
cussions between ourselves, ITC, and PCO on this subject,

' which did not yield any particularly promising ideas on what

might be offered to Mr. Barrett.

The letter from the Prime Minister puts the

Premier's requirements a little clearer than we have seen

them before, and focuses on capital assistance on vessels

for the ferry service, but not at the expense of a national

shipbuilding subsidy increase.

I find it difficult to see how we could meet these
suggestions under any sort of existing MOT program. I under-

stand, however, that the Government of British Columbia is

planning extensions to its ferry terminals at Nanaimo and

Horseshoe Bay, and at several of the smaller terminals in

the system. This construction program would cost several

million dollars and might offer an opportunity for Federal

participation, provided additional funds were available from

somewhere. Another possibility would be to provide main-

tenance for some of the existing or future terminal facilities;

in this case, perhaps through the Department of Public Works.

Before we go to Cabinet with suggestions, as
requested by the Prime Minister, it might be useful to get

some idea of BC's ferry terminal requirements and operational

RECEIVED

FEB 14 1973

Senior Assistant Deputy Minister

Ministry of Transport 
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- costs. We should perhaps await the. Minister's reaction to.
the letter, and as requested I attach a brief note to the
Minister covering the letter, which Miss Carri@€re indicates
he has not yet seen.

In dso
M. Brennan

c.c. ASTA,

" AMTA,

DBC,

XPPP.
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ote OFFICE OF THE MINISTER OF TRANSPORT
. . 

CABINET DU MINISTRE DES TRANSPORTS
on 

" 

|

Y) X IPF? : -(t Ve - Feb. 7/73Memorandum Note de service——

To — Oestinataire: —= : From — Expéditeur:

Pr © Y

Mr. Davey Carmel

|

=
Mr. Marchand has not yet seen this

letter but I thought you might wish to
— have a copy.

Maer wn tne tren ae Lon cat

bn leerher At eeo mee

oy Lb UNinrnftme et, in .

“Th iy Ls
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Senet

CANADA CONF IDENTIEL g
ee {—

PRIME MINISTER: PREMIER MINISTRE ye!
ep b

Ottawa KIA OA? “>

Le 29 janvier 1973 2

: AG
Mon cher collegue, we bet

Vous vous souviendrez qu‘au cours des derniéres

années, nous avons eu de nombreux entretiens avec le.

gouvernement de la Colombie-Britannique au sujet du

service de bacs dont il est le propriétaire et l'texploitant.

Ce service permet, notamment, le transport des voitures

de Vancouver & Victoria. A l'époque du Premier ministre

Bennett, les entretiens ont principalement porté sur

la demande de la Colombie-Britannique d'exempter le

service de bacs de lfimpét fédéral sur les ventes; les

autorités fdédérales ont toujours répondu gu’il ne a

saurait v avoir d*texception dans ce cas et que le | 7

probléme devait étre étudié dans le cadre des entretiens .

fédéraux-provinciaux sur les questions de fiscalité

intergouvernementales. .

Liune des premieres démarches de M. Barrett,

une fois devenu Pramier ministre, a été de soulever

cette question & nouveau. Ti m'ta écrit a ce sujet

c jai eu lfoccasion @dten discuter avec lui lors de

sa derniére visite & Ottawa. Nos collégues, ie
12
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ont naturellement suivi l'taffaire de prés. D'autre

part, M. Barrett souhaite qu'on examine d'autres moyens,

pour le gouvernement fédéral, de venir en aide au

service de bacs de Colombie-Britannique. Il demande,
en particulier, dans son dernier télégramme, dont vous
trouverez le double ci-joint, que le Canada accorde

ces subventions pour couvrir 40 p. 100 des frais de

construction de nouveaux bacs pour la flottille de la

province.

Cette proposition a été étudiée par des

fonctionnaires du Bureau du Conseil privé, du ministére

de 1fIndustrie et du Commerce et d'autres ministeéres

intéressés. Il est évident que le’ Canada peut

difficilement envisager une augmentation générale du

montant actuel des subveritions qu'il accorde pour la

construction de bateaux, que ce soit pour le marché

intérieur ou pour l'exportation. Une telle augmentation

serait trés onéreuse et difficilement justifiable 4

l*heure actuelle. I1 serait tout aussi difficile, mais

moins colteux, d'taugmenter uniguement le montant des

‘subventions accordées pour la construction de bacs.

Bt si l*on accordait, dans le cadre du programme du

ministere de l'industrie, des avantages particuliers

aux bacs de Colombie-Britannique, on nous presserait

sans doute ensuite d*étre plus généreux avec d®tautres

services de bacs ou d*autres types de bateaux.

Par ailleurs, i1 mta semblé, au cours des
entretiens que j'ai eus avec M. Barrett, que la

Colombie-Britannique a des motifs valables pour

demander l*aide du gouvernement fédéral A cet égarad..

Je sais que le gouvernement fédéral a accordé, par

le passé, un certain nombre de subventions d'établissement

et de fonctionnement 4 divers services de bacs, surtout

dans 1*Est du Canada. Depuis quelques années, d*énormes

4

22/3
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efforts sont accomplis pour libérer, dans la mesure du

possible, le gouvernement fédéral de ce genre de

responsabilités. On y a largement réussi, mais nous

sommes toujours entiérement responsables des deux

services interprovinciaux les plus importants de 1L'Est

du Canada, c'est~-a-dire celui qui relie le Cap Tourmentin’

(Nouveau-Brunswick) & Borden (Ile-du-Prince Edouard),

et celui qui relie Sydney (Nouvelle-Ecosse) 4a .

Port-—aux-Basques (Terre-Neuve).

Je me rénds compte que ces deux importants

services sont interprovinciaux et, d'aprés la Constitution,

relévent de notre compétence, alors que le service a

Vancouver-Victoria, intra-provincial, n'a, en théorie,

rien A voir avec nous. On pourrait aussi faire valoir

qu'une aide & la Colombie-Britannique a cet égard

pourrait amener les provinces a faire de nouvelles

demandes dtassistance fédérale pour d'autres services

intra-~provinciaux. Il me semble, malgré.tout, que le

“service Vancouver-Victoria présente un cas particulier.

Tout bien considéré, on pourrait sans doute le décrire

comme. Ll'un des trois principaux services de bacs au

Canada, les deux autres étant ceux cont j'ai parlé

ci-dessus. de ne crois pas qu'il existe d'autre service

d'une importance comparable pour le pays, étant donné

ses répercussions sur. l'activité régionale ou le

nombre des personnes desservies.- On pourrait méme,.

sans exagérer, décrire le service de Colombie-Britannique

comme profitant au Canada en général, puisqu‘il constitue

un chainon indispensable de la route transcanadienne.

A la lumieére de ce qui précéde, je vous serais

reconnaissant de me faire connaitre vos commentaires

quant A la possibilité de.considérer le service de

bacs de Colombie-Britannique comme un cas particulier, |

non pas en accordant des exemptions fiscales ou en

partageant les frais d'exploitation, mais en partageant

t
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généreusement le capital d*établissement nécessaire
pour assurer, au besoin, le remplacement des bacs ou.

pour augmenter le nombre de bacs en service lorsque la
demande l*exige. Cette mesure ne donnerait pas au

service de Colombie-Britannique un appui aussi important’

que celui accordé aux deux autres services, mais elle

constituerait au moins une reconnaissance tangible de

son importance pour les habitants de la Colombie-Britannique
et du Canada. I1 serait possible d*évaluer avec une

bonne précision le cotit qu'un tel projet représenterait

pour le gouvernement fédéral au cours des prochaines

années. Je sais que la Colombie~Britannique envisage

de lancer un programme de construction de bacs dont le

colt pourrait étre de quelque 200 millions de dollars,

la navette entre Vancouver et Victoria, mais je pense

qutune bonne partie de ces fonds Gevra servir a
remplacer les bacs actuelilement en. service sur ce parcours.»

De toute maniére, jtaimerais connaitre vos vues

a ce sujet. Si cette fagon dtaborder la question parait
raisonnable a votre ministere, vous voudrez peut-étre,

en collaboration avec les autres ministérés intéressés,

soumettre un mémoire approprié a l'examen du Cabinet.

J®*adresse une copie de la présente lettre a nos collégues

des ministeres des Finances, de 1*Industrie et du

Commerce et du Revenu national.

Je vous prie de recevoir,. mon cher collégue

mes cordiales salutations.

e -" 000267
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CANADA CONFIDENTIAL

PRIME MINISTER-> PREMIER MINISTRE |

Ottawa

KIA OA2

January 29, 1973

My dear Premier:

Thank you for your telegram concerning

shipbuilding subsidies which might be applied

toward the construction of new ferries for the

British Columbia fleet. .We are looking at this

question carefully.. re

‘I have the feeling that it would be

_ @ifficult for us to adjust the subsidy policies

.to meet your particular need without, at the

“same time, running into serious difficulties -
in a. number cf other respects. We are nevertheless me
‘looking sympathetically at what might be done oe
either in the way you suggest or in some cther

fashion... }

L woulda hope to be able to write to you , =
again on this subject within a few weeks. . es

Yours sincerely,

Original sien? per
Original signed by

BPE . TRU JIDEAU

FEB - 51973
The Honourable David Barrett,

Premier of British Columbia,

Parliament Buildings,

Victoria, British Columbia.

s 1
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VICTORIA

December 14, 1972

Ms = ot, a The Right Honourable P, E. “Trudeau, P, C. :
ee . Prime Minister of Canada,

~ mee Ottawa, Ontario, ,

Dear Mr. Prime Minister: _ ce a ee

Regarding our discussions on December Lith
in Ottawa, this will confirm my request for restoring the Federal
Government ship construction subsidy to the original level of
40% when the program was introduced in 1961. . The rate, I

understand, was set by order-in-council, I suggest a period of

oo seven years should be established for the 40% subsidy to allow _

for effective long-term planning in the Canadian shipping industry.

There is urgency to restoring and sustaining
employment and these suggestions, in my view, would materially |
ssist in achieving this goal. , |

I would like to take this opportunity to thank you
for our cordial discussions and to wish you the compliments of |

the Season,

Yours sincerely,

we eee > wee
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I have sent a copy to Mr.

Halton who may be providing

a further note to you.

Oy

S.T. Grant

.
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A2. BRITISH COLUMBIA FERRIES DISPUTE: 5S -4
Collection of Sales Tax from Suppliers

: =e 43300
There has been a disagreement for some time between

the federal government and the Province of British Columbia

over the taxation of building materials, fuel oil, and other

supplies purchased by the British Columbia Ferry System,

which forms a part of the provincial Department of Highways.

The Department of National Revenue is applying the federal
sales tax to suppliers of the ferry service essentially
because Section 46 (2) of the Excise Tax Act, which provides
for tax relief for the provinces, excludes from such relief
goods that are to be used for "commercial or mercantile

purposes". However, the Provinté etaims that goods acquired
for use in departmental operations are not taxable.
Mr. Bennett took various steps to prevent British Columbia

from bearing the federal tax, including:

(a) deducting an amount equal to federal sales tax

from invoices received from suppliers, and Le

(b) giving written instructions to bidders for
construction work on ferry terminals that tenders

should be submitted on the basis that building

materials used for this purpose will not be Vv

subject to federal sales tax.

The dispute does not involve a direct confrontation

between the governments of Canada and British Columbia |

because the federal sales tax is not collected from the ,
provincial government but rather from its suppliers such as |

Imperial Oil. The suppliers, however, find themselves |
caught between two governments. This situation provoked :
Imperial Oil, in September 1970, to stop remitting sales |
tax to the federal government. |

|On the basis of a Cabinet decision dated June 29, 1972,

the Department of National Revenue was to institute legal

action against Imperial Oil during the fall of 1972. Since

then two importarit Ghanges have taken place, Firstly,

a new government was elected in British Columbia. This

raised the possibility that it might be possible to settle

this problem without recourse to legal proceedings against

Imperial Oil. It also raised the danger that if the

federal government proceeded quickly against Imperial Oil,

it might appear that we were attacking, albeit indirectly,

the new B.C. administration, after appearing to ignore the

same issue for a number of years while Mr. Bennett was in

power. For both reasons, action against Imperial Oil has

been deferred.

ne f2
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The second change, which may not require that the federal

government proceed against Imperial Oil is that a number of

suppliers to the B.C. Ferry System, who had been paying

federal tax, filed a statement of claims, for recovery

of tax, against the federal government in the Federal Court

of Canada on November 6, 1972. The federal government had

to file a written defence before December 6, 1972, but an

agreement has just been reached between the counsels for

the defendants and the plaintiffs for an indefinite extension.

Nonetheless, our most recent information continues to be

that the case may be heard in January, and it could then

become known to the public that the federal government has

not yet taken action against Imperial Oil despite Imperial's

refusal to pay federal tax. In any event, once the issue

is before the courts, there would be no reason not to proceed

with the case against Imperial Oil.

At the end of September Premier Barrett wrote you

asking for a quick resolution of the problem of the

application of the federal sales tax to the British Columbia

Ferry System. Premier Barrett took the same position as

Premier Bennett respecting the non-taxable status of

British Columbia Ferries. (The relevant exchange of

correspondence is attached.)

In your reply to Premier Barrett you indicated that

"reciprocal taxation" may be an overall solution to most

of the intergovernmental taxation problems, including the

British Columbia Ferry issue; and reiterated that the

Department of National Revenue had to enforce the Excise Tax

Act and collect taxes on supplies used for commercial and

mercantile activity of another government. You also

added that without a resolution of the problem of the

British Columbia Ferries between the two governments,

the Department of National Revenue would be required to

take action through the courts against the suppliers

(Imperial 0i1) for the collection of the tax, but that you
hoped for a resolution without recourse to the courts.

British Columbia is the only province which has not

indicated its willingness to cooperate in the federal-provincial
study of intergovernmental taxation which is now under way,
although Premier Barrett has only recently been made aware

of the issue. (See attached note for the current state of
this work.). If Premier Barrett could be persuaded to
cooperate in this matter, the B.C. Ferries question would

then become a temporary one only, as his agreement to

participate in the study would likely lead to B.C. signing

the agreement on intergovernmental taxation which is

envisaged.

---/3
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If the Premier is agreeable to have his government

participate in the federal-provincial study, officials of

the two governments could meet over the next few weeks to

see if some form of arrangement could not be reached which

would enable both governments to live with what would then

be only a temporary problem. In discussing this possibility

with Premier Barrett you might wish to indicate that there

are possibilities for some program adjustments in other

areas related to transportation (1) which could offset to

some extent the financial burden which B.C. would have to

accept if the province agrees to the federal position.
jE

If B.C. were prepared to change its position on sales
tax, it is possible the suppliers would withdraw their

case and B.C. would probably have to pay them approximately

one million dollars.

On the other hand, if Premier Barrett is not interested

in cooperating in the work on intergovernmental taxation,

and if he is adamant about his position on federal sales

tax, the courts will proceed with the case now before them.

This will probably also require that the federal government

proceed with its case against Imperial Oil.

j
//
/

i
!

(1) Air, marine and surface transportation programs i.e. wharf
and harbour construction, navigation aids, etc.
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‘Taxation interpouvernementale

Le but de cette note est d'exposer succinctement les problémes

suscités par le systéme de taxation intergouvernementale présentement en

vigueur et de résumer les éléments d'une solution de rechange.

Malgré les efforts répétés pour améliorer le présent systéme,

celui-ci a toujours manqué de cohérence. En effet,.ce systéme repose sur

une régle générale 4 l'effet que les ministéres ne patent pas les taxes

a la consommation des autres gouvernements alors que les Corporations et

les Agents de la Couronne les paient. Dans la pratique, il y a de nombreux

accrocs 4 cette régle. ,

Les entreprises privées souffrent aussi du systéme actuel. Deux

situations se présentent fréquemment. Dans la premiére, le fournisseur est

coincé entre un gouvernement 4 qui il a de bonne foi payé la taxe, et son

client, un autre gouvernement qui, pour une raison Ou pour une autre,

refuse de la lui rembourser. Dans la deuxiéme situation, une entreprise

privée sujette 4 une taxe 4 la consommation est obligée de concurrencer
avec un organisme gouvernemental engagé dans les mémes activités commer-
ciales qu'elle et exempt de taxe.

!

Le présent régime de taxation intergouvernementale est 4 l'origine
‘de fréquentes controverses entre gouvernements, et c'est 1a le plus sérieux

des problémes. A l'origine de;ces disputes, on retrouve habituellement les
causes suivantes:

(a) les corporations fédérales de la Couronne ne paient pas les

taxes provinciales sur les services et les locations;
. |

I

(b) la structure des organismes plutdt que leur fonction constitue
le critére d'assujettissement 4 la taxe d'accise;

(c) la distinction entre les opérations taxables des ministéres

(c'est-a-dire les opérations commerciales et manufacturiéres)

"et les activités non taxables est trés difficile a faire;
1 .

(d) les ministéres fédéraux paient la taxe provinciale sur les

matériaux de construction alors que les ministéres provinciaux .-

ne paient pas la taxe fédérale sur ces mémes matériaux. I1 y

a lieu de noter aussi que lorsque deux gouvernements sont

engagés dans un programme 4 frais partagés, la répartition des

coiits entre les deux est sensiblement modifiée si l'un des

partenaires seulement est affecté par les taxes de l'autre.

oe ./2
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Dans le rapport qu'il a préparé sur cette question, le Comité

permanent des questions Gconomiques et fiscales a conclu que les arran-

gements actuels étaicnt caractérisés par l‘absence d'un "principe directeur"

et par un manque de cohésion. Parce que les efforts pour améliorer le

systéme actucl ont échoué, le rapport souligne qu'il faut d'abord trouver

une idée de base sur laquelle on puisse établir un systéme cohérent, simple

et efficace. Le Comité a étudié deux formules: 1'exemption réciproque

et la taxation réciproque. C'est cette derniére qui semble rallier les

opinions. Cette solution prévoit qu'en vertu d'accords réciproques le

gouvernement fédéral et les gouvernements provinciaux accepteraient que

les ministéres, les Corporations de la Couronne de méme que les agences

gouvernementales versent au gouvernement qui impose une taxe, des

montants équivalents aux taxes de consommation qu'ils auraient payés s‘ils

avaient été taxables.

Conformément 4 une décision du Cabinet, le Ministre des Finances

du Canada a soumis aux Ministres des finances et aux Trésoriers provinciaux

les conclusions et recommandations du Comité Permanent. Lors de leur

réunion du 13 juillet 1972, les Ministres ont demandé que les travaux en

vue de l'implantation éventuelle d'un systéme de taxation réciproque portent
sur les points suivants:

(a) Mise au point d'une méthode simple de paiement d'indemnité
(compensation) aux provinces qui seraient désavantagées

par lL'implantation du nouveau systéme;

(b) Mise au point.d'une formule selon laquelle les taxes

provinciales pourraient @tre appliquées aux achats du

pourvoyeur Central du gouvernement fédéral selon la

province ou les marchandises sont utilisées;

(c) Détermination de la date d'entrée en vigueur du systéme;

(d) Rédaction de projets d'accords et de loi type selon

lesquels les gouvernements seraient autorisés 4 effectuer

des paiements équivalents aux taxes imposées par un

autre gouvernement;

(e) Etude des conséquences de la taxation réciproque pour les

provinces qui décideraient de ne pas signer de telles

ententes, y inclus la possibilité pour ces provinces de

ltexemption réciproque.

Une lettre du Premier ministre du Canada aux Premiers ministres

des provinces, datée du 19 mai 1972, a été l'occasion d'une relance des
activités dans ce domaine. Invités par cette lettre 4 indiquer s'ils

étaient toujours intéressés 4 la formule de taxation réciproque, neuf

Premiers ministres provinciaux ont répondu affirmativement. Seul

l'honorable Bennett, alors Premier ministre de la Colombie Britannique,

a répondu négativement. Il est possible que le nouveau gouvernement de

cette province veuille réviser cette décision,.
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| ; November 21, 1972

i

My dear |Premier:

Thank you for your letter dated

September 28, referring to the application of federal sales

tax to supplies purchased for use by British Columbia

owned ferries operating between the mainland and

Vancouver Island. I welcome this opportunity to review

this problem which has been the subject of discussion

between the governments of Canada and British Columbia
_f£or some time.

It might be useful to review briefly the
background to the question and the more general setting
which governments face with respect to taxation of each

other's operations.

In a very general way the rule is that
all goods purchased for operations which might be described

as commercial or mercantile are subject to sales taxes,
whether carried out by the private sector or by governments.
Normally, governments do not tax each other with respect to

what could be loosely described as purely governmental, or
non-commercial activities. While this underlying principle
seems clear and reasonable, in practice the determination of

what is taxable or non~taxable is sometimes difficult.

i

The Honourable David Barrett, . 7 of
Premier of British Columbia, . |

Parliament Buildings,

Victoria, British Columbia.

22/2
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The federal government and the provinces

have recognized that "intergovernmental taxation" (the

application of the taxes of one government to another) is

a matter of mutual concern and a special sub-committee

of the Federal-Provincial Continuing Committee on Fiscal

and Economic Matters was established several years ago.
to work on all. aspects of this problem as it relates to

consumption taxes. When the report of this Sub-committee

and the recommendations of a majority of the officials on

the Continuing Committee were considered by a meeting of

Ministers of Finance and Provincial Treasurers in July 1971,

most of the ministers agreed that the best solution to

intergovernmental tax problems in the field of consumption

taxes appeared to be to adopt a system referred to as

"“xeciprocal taxation". Roughly speaking, under such a
system governments would pay each other's consumption

(sales) taxes.

Ministers also agreed that a study should
be made of the implications of such a system for any
province which decided not to participate. I wrote to all

the First Ministers about this in May of this year and

the replies have indicated a very wide measure of agreement
that the suggested work should proceed, and I understand
that federal and provincial officials have begun the |
necessary detailed studies. I hope it will be possible a )

‘to reach an overall solution in the next one or two years,

and I would appreciate receiving your views on this
important question when. you have had an Opportunity to
give it your consideration.

In the meantime, ‘Tt am sure you would agree
that we have little choice but to continue to administer
the present system, with all its complexities, in accordance
with the law. The federal sales tax applies to all goods
manufactured in Canada or imported into this country except
those which are specifically made exempt by the Excise Tax Act.
The tax is imposed upon the manufacturer or importer. An -

important tax relief is provided in subsection 44 (2) of
the Act which reads as follows:

2573
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"(2) Where goods have been purchased by Her

- Majesty in right of any province of

Canada for any purpose other than:

(a) resale

(b) use by any board, commission, railway,
public utility, university, manufactory,

company or agency owned, controlled or

operated by the government of the

province or under the authority of the

legislature or the lieutenant governor

in council; or

(c) use by Her Majesty or by Her agents or

' gervants in connection with the manufacture

or production of goods or use for other

commercial or mercantile purposes;

a refund of taxes paid under Part III, Iv or V

may be granted to Her Majesty or to the

manufacturer, producer, wholesaler, jobber

or other dealer as the case may require."

You will note that this tax relief does not apply where

goods have been purchased by Her Majesty for use for |

“other commercial or mercantile purposes",

It’ is accepted that the British Columbia

coastal ferry system has been part of the provincial

Department of Highways since 1968. However, as noted

above, the ownership of an operation is not the crucial
factor in the determination of taxability under the

federal Excise Tax Act. Rather, the interpretation has

centered upon whether materials purchased by the Ferry

Service are used for commercial or mercantile purposes.

‘When the coastal ferry service was operated by the

British Columbia Authority prior to 1968, it was

regarded and acknowledged as a commercial operation.

-../4
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When it became part of the Department of Highways its policies
were not, so far as I know, substantially changed. It

would still seem to be,. for example, quite a different sort

of operation than certain free ferry services operated by

the British Columbia Department of Highways across a number

of lakes and rivers throughout the province. Purchases of

supplies and equipment in respect of the latter service have

not been subject to the federal Sales tax.
;

| In interpreting the relevant provision of
the Act the Department of National Revenue takes account
of the level of charges made for services and the extent

to which an operation competes with others. The amount of

profit, if any, is not necessarily relevant since as you

will appreciate, many privately run commercial concerns

often operate at a loss for a period of years but nevertheless

pay sales tax. Federal sales tax is also collected from

other provincial governments where their departments engage

in commercial operations, regardless of whether profits

or losses are. incurred. ,

Concurtently with the British Columbia
Ferry Service becoming part of the provincial Department

of Highways in 1968; the provincial government took the

position that those’ who sold supplies to the Ferry Service

no longer had to pay the federal sales tax. In fact, I

understand that the Province insisted upon an adjustment
in the amount it paid for these supplies in order to

reflect this position. Faced with these circumstances,

one supplier has stopped paying the federal sales tax on
goods sold to the Ferry Service. The Department of

National Revenue believes that those who supply materials

to the Service are subject to tax on these sales, and

it continues to demand the tax from the suppliers.

: . . 7 0 SS
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-I am sure you will understand that without

a resolution of ‘this problem between our two governments,

the Department of National Revenue which is charged with the

responsibility of enforcing the Excise Tax Act, will be

impelled to take action through the courts against the

supplier for the collection of the tax. The federal

government, of course, is very much concerned that the

provision for an exemption from sales tax for this

particular operation, which it regards as commercial, would
establish a precedent for similar exemptions where other

commercial operations were taken over or commenced by

provincial governments. However, I hope that it will

prove possible to settle the issue through discussions

between our two governments especially in the context of

the broader background of my comments on "reciprocal

taxation". I have therefore asked the federal Minister

of Finance to look into this matter and discuss it with

you on a priority basis. . _ tae

os! Yours sincerely,
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September 28, 1972

i

|
The Right Honourable P. E. Trudeau, P,C,,
Prime Minister of Canada,

Ottawa, Ontario.

My dear Prime Minister:

I have been reviewing the matter raised in your

letter of July 7th, 1970 concérning the application of the Federal

Sales Tax to supplies used by our British Columbia owned ferries

operating between the mainland and Vancouver Island.

This may be raised at our special session of

the Legislature opening on October 17th, and I would appreciate

your resolution of the matter rather than it becoming a public

debate at that time. /

/ :

Your letter notes the fact the ferries are

operated under the jurisdiction of the Department of Highways of

the provincial government, Thus they would normally, and should,

be exempted from the Federal Sales Tax. However, you say your.

government regards them as ''commercial", For your information,

the operation of these ferries is heavily subsidized by the provincial

government as a vital link in the continuation of the Trans Canada

Highway system from the mainland to Vancouver Island, This is a

unique intra-provincial situationin Canada, .

Yours sincerely,

“~~ .

o » . ‘/

\ xX
é

Premier and

Minister of Finance

ce. -The Honourable John N, Turner
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A3. ASSISTANCE TO SHIP BUILDERS

The Department of Industry Trade and Commerce provides

assistance to ship builders under two programs:

(1) The Ship Construction Subsidy Regulations (SCSR)
es”

(2) The Ship Building Temporary Assistance Program (STAP)
‘ aa

The Ship Construction Subsidy Regulations Program
commenced in 1961 and has continued since but with modifica-
tions from time to time. Originally the rate of assistance

provided was at 40% of contract price,it has been gradually

reduced to the present rate of 174%, and it will be further
reduced to 17% for vessels completed after February 28, 1973.

The rate of assistance was gradually reduced to the 17% level

because it was considered to be the level generally

consistent with tariff rates that apply.on other products.

The program is available to Canadians, Crown Corporations,

and Provinces. Vessels must be above a certain minimum size,
be Canadian owned and registered in Canada.

Assistance was provided under this program for the

vessels in the existing B.C. ferry fleet. Most of these

vessels were built in the early years of the program when

the rate of assistance was at the 35 to 40% level.

f

The Ship Building Temporary Assistance Program was

introduced in 1970 to provide assistance to ship builders

so that they could penetrate the export market. The current

rate of assistance is 154% for vessels under 25,000 tons

and 124% for vessels over 25,000 tons. This program is

currently scheduled to end in October 1975.

Assistance could therefore be provided to British Columbia

for the construction of ferry vessels under the Ship

- Construction Subsidy Regulations at a rate of 17% of contract

price.
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MEMORANDUM NOTE DE SERVICE

GOVERNMENT OF CANADA GOUVERNEMENT DU CANADA

a

SECURITY - CLASSIFICATION - DE SECURITE

FROM DBC CONFIDENTIAL

L - ssb—-lI®

[ g | YOUR FILE — V/REFERENCE

. » Mr. | . Stoner - a7
Depuvy Minister DATE

| _| November 29, 1972

OUR FILE — N/REFERENCE

SUBJECT ' . . .

SUJET Subsidies for B.C. Ferries

You will be pleased to learn that the proposal to

introduce federal subsidies for the B.C. Ferry Service
~ aS a means of compensating the Province for the federal

taxes payable for oil and other materials used in the
operation of the ferries - will, in all likelihood, be
abandoned as a result of discussions we held yesterday

with Gaetan Belec of the PCO. So, what began as a hurried

and informal request for bare statistics on total ferry

operation subsidies in Canada, was soon discovered to be

the basis for this retrograde proposal.

For all intents and purposes, it has been scotched

as a result of our bringing into the picture the Surface

Administration, XPPP and the CTC, who shared our view

! that the proposal would be a backward step and should be

abandoned if at all possible. Fortunately, we were

successfull in convincing Mr. Belec of our collective view-

point and our understanding is that he will stress the

disadvantages of the subsidy proposal in reporting to his

superiors.

Under the circumstances, there is no need to provide

Mr. Belec with any ferry subsidy statistics and, unless we

hear from him to the contrary, we will consider the matter

closed.

aM ) André Laframboisey,,° | fifld «-
pag ee)

Y A

‘ -

. he : .

kia |
i

CGSB STANDARD FORM 22C CO 7540-21-855-4989 9 MULE NORMALISEE 22C DE L'ONGC \s
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. COORDINATION COORDINATION . :
my Confidential.

TO A FROM DE DATE

| Spétial AGRR DBC 4/7/72
FOR YOUR A TITRE
INFORMATION D’/INFORMATION

British Columbia Ferry Service

Application of Sales Tax.

RCD confirmed by Cabinet June 29,1972.

cc XPPP,J.Sylvester ASTA.
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2. _ PRIVY COUNCIL OFFICE BUREAU DU CONSEIL PRIVE

CE DOCUMENT EST LA PROPRIETE OUeis DOCUMENT 1S THE PROPERTY OF THE :

GOUVERNEMENT OU CANADAGOVERNMENT OF CANADA

Serial

série N°
aes

CONFIDENTIAL
- . : _ >t

The Cabinet Committee On Federal-Provincial seravion( LOL |
RECORD OF COMMITTEE DECISION

Meeting of June 20,. 1972

CONFIRMED BY THE CABINET ON JUNE 29, 1972 oT

British Columbia Ferry Service
Application Of Sales Tax

‘ The Committee agreed that: ,

(1) In principle, and. subject. to the views of ministers
from British Columbia’) “the Department of National

‘Revenue should be authorized to take court action
against Imperial Oil to cover the tax owing on the

sale of fuel. oil to the British Columbia ferry
service.

(2) No action should be initiated before the courts
until after the Minister of Finance's meeting with

the Premier of British Columbia and then only if

t | no new developments which required Cabinet's further
. , consideration arose out of the meeting with the |

. Premier.

aN oo
A | Fa /

Leach,

Supervisor of Cabinet Documents. ;

June 30, 1972.

This document consistsof 1, -

Ce document consiste de Pages a , oo é
’ an 000286 *
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MEMORANDUM NOTE DE SERVICE

GOVERNMENT OF CANADA “SE GOUVERNEMENT DU CANADA

[~ | SECURITY - CLASSIFICATION - DE SECURITE

FROM CONPIDENTIAL

OF B. Goulet OUR FILE — N/REFERENCE
L_ _|

150-3
[ | YOUR FILE — V/REFERENEE SS0- “~B>

To » Cc. C. Halton
A DATE

L _| April 17, 1972

suxect Be. C. Ferry Service ~ Application of Sales Tax
SUJET

Recent developments regarding the Cabinet Committee
Decision on Federal~-Provincial Relations - Mr. J. C. Trembly,

Privy Council Office, referred me to Mr. Dough Clarkk,
finances (tel: 2-5826). A draft letter to the First Ministers
of all provinces was prepared by Mr. Turner for the signature
of the Prime Minister early last week and it is not definite
if the letter will be sent out due to possible reconsideration
of the whole qaestion by the Cabinet Committee on Federal-
Provincial Relations. Mr. Gray and Mr. Turner re-examined
the whole impact of the decision and a memorandum to the
Cabinet is being prepared now by Mr. Clargk and others and |
should be ready before the end of the week. The previous 2
decision not to sue Imperial Oil may be revised at the meeting
of the Cabinet Committee on Federal-Provincial Relations,
Tuesday, April 25.

copy of this document for your consideration but considers
it a very delicate question since it would first need
Mr. Turner's approval before being made available. Mr. Clarkk ,
underlaned the sensitivity and the urgency of the question. }
It might be possible for you to get in touch with him directly
or would you like me to contact him again after your consideration
of the question.

MAY
B. Goulet

Mr. Clargk would most probably accept to send a

* 000287
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Mr. 0.6. Stoner,

| Deputy Minister.
February 1, 1972.

RECORD OF CABINET DECISION

Attached, for your information, is a copy of

the R.D. (Record of Cabinet Decision) on the subject of:

B.C. Ferry Service ~ Application of Sales Tax

|

A. Laframboise.
| .

Att:
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February 1, 1972.

DBC

i. €.C. Halton, NPPP

RECOND OF CADILET DECISION

Attached, for youx information, is a copy of

the B.D. (Uftecord of Cabinct Decision} on the subject of:

B.C. Forry Services - Application Cf Sales Tax

mpainicl sioneé BY
onde COPY

L.G,. Cope

Bureau of Coordination

Ate:
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Mr. W. Le Clerc, ASTA |

Pebruary 1, 1972. |

RECORD OF CABINET DECISION

Attached, for your information, ia a copy of

the R.D. (Record of Cabinet Decision) on the subject of:

B.C. Perry Service - Application Of Sales Tax

Oricinal Signed bY,

L. G. COPE

L.G. Cope

Bureau of Coordination.

AEE:
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Ottava, Ontario.
January 27, 1972.

pe. HE, Young,
ident,

‘ka Sound Service Ltd.,
PBELL RIVER,

ish Columbia.

Dear Captain Young:

I enclose For your consideration terms of

reference for the study of the west coast of Vancouver

is land ‘transportation - requirene ents which you now have under-
ay «

I have drafted these with great care and have, of
course, consulted my colleagues. i believe they accurately

detail the requirements of the study and are fully compatible

with the personal understanding of thase requirements that
pxists between you and me. I vould however be ¢g rateful for

any comments you may hare

I propose to telephone you cariv next week to
discuss the subject in a gsoneral way and specifically to
discuss the terms of a contract covering the work. I expect

this would be a very short document in which the principle
atem would be the agreed fee.

As we have discussed IT intend to make available

to you a financial officer to assist in nuttina together
the pro-forma operating statenents required by the terms of

reference, Would you please let me know approximately when
this assistance might be most useful to you.

Yours very truly

Tispal Slared by
. a Soe

Feta i. Wea

. Alena P, Campbell,

APC/pm Cheirman, ;
—— water Transport Committee.
Enci.

P.S.: Please ensure that any correspondence is addressed
to me personally and marked *Private §& Confidential’
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January 26, 1972.

PRIVATE AND CONFIDENTIAL

This will confirm our several conversations
in which you undertook, in a completely confidential
way, to survey and report on the water transport needs

of the west coast of Vancouver Island.

Broadly stated, your terms of reference are;-

A. To describe the existing system of road and
water services and identify, with reasonable

accuracy, by name, location, population,

nature of industrial and commercial activity
and annual tonnages shipped in and out those
places now dependent on the system.

B, To forecast how the system might develop

year by year over the next five years and

to describe local water transport services

which, as road links or road extensions, are

or would be required to complement the road

System So as to make available to all

communities, reasonable access to economic

and efficient transportation adequate to their
needs,

C. The existence of air services should be
mentioned but details can be obtained from the

Air Transport Committee of the CTC and attached
to your report as an appendix.

By way of further detalis:

A. 1, The description would deal mainly with

those places served by the three subsidized

services i.e. Northland Shipping Co., Nootka
Sound Service Ltd. and the "Lady Rose" service

in Barkley Sound but the first two named would
be dealt with in greater detail. Some rationale

for the need wf subsidy and the size of the

subsidy in each case should be provided. This
would involve some discussion of freight rates and

the volume of traffic and the interrelation of

the tvo with each other and trpon the need for
subsidy.

ovef2
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2. <A study of the map indicates that a number
of places accessibie only by water are not served
by any subsidized service and therefore must be
served privately by different means. These means

should bo discussed.

3. It is important to describe the major barge

service from and to Port Alice, how it affects

the supply situation in Quatsino Sound, how local
distribution in Quatsino Sound is accomplished and.

why subsidies are net required.

4. Although apparently less important than (3) |

the barge service from and to Gold River and its effect
on the transportation needs of the Nootka Sound area
should be described.

S. The major export of forest products via

ocean going vessels from Tahsis and Gold River
warrants brief mention as an indicator of the

industrial strength of the region.

6. It does not appear necessary to deal with
places south of Pachena Point and obviously it

iS not necessary to discuss Port Alberni except

as a Supply centre.

7. Such other details as may appear to you to be

relevant.

\

1. The objective is to describe for the west
coast of Vancouver Island what is in fact, by the

National Transportation Act, policy applicable to

all Canada viz "an economic, sfficient and adequate
transportation system making the best use of all
available modes of transport at the lowest total cost".

26 It is assumed that the objective mentioned in
(1) can best be achieved by local water transport
services operating as extensions of or links
between local roads.

eaaeefd
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B, 3. You should describe each of the services

requirod in some detail. The detail would include
the names of the places served and the name of the
place from which each service originates. Some

description of wharf and shed facilities especially |
at the ports of origin should be included. The
most suitable type of vessel should be described
in each case and some comment upon availability
of the type of vessel described, purchase price and

price of conversion if any should be included. It
would be useful to include some observations as

to the availability of competent operators.

4, The details of (3) should be incorporated into :

pro-forma operating statements and include, on a basis
of sound accounting principles, all costs properly
attributable to each service as well as projected

revenues based on forecast traffic volumes and
tariffs of freight rates. The tariffs of freight

rates should be those that appear commercially
reasonable having due regard to the nature of each

service. In this respect a possible technique

might be te project tariffs of freight rates that
ensured subsidies would not be required and then, by

examination and testing, to discover whether reductions.

were necessary as a Matter of commercial practicality.

A very valid test would be to compare rates which :

would preclude the need for subsidies with existing e
transportation coats. The extent that reductions in such

rates appeared necessary would be the measure of
‘

subsidies required.

5. The approach should not be miserly; neither should

it be expansionary, Giving “adequacy of service” and

"Jevels of freight rates" reasonably hand-headed
commerciai definitions the objective is to describe

a system that gives no less and no more than adequate
service to those places now receiving service via

subsidized operation but bearing in mind that as the

road system expands some of these places will cease
to need water service.

6, Such other details as appear to be relevant.

7. To the extent that accounting skills are required

especially in connection with B(4) the CTC is prepared
te lend assistance.
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The Cabinet Committee On FedexaleProvincial Relations

RECORD OF COMMITTEE DECISION

Meeting of January 1s, 1972

B.C, Ferry Service = application Of Sales Tax

The Committee agreed that:

(a) for the time being, court action should not
be taken against Imperial O11 to recover the tax owing;

{b) an effort should be made to reach early

agreement on intergovernmental taxation with as many

provinces as possible on the basis of “reciprocal

taxation“ and that, to this end, the Prime Minister

should write to the First Ministers of all provinces

formally offering an arrangement along these lines and

inviting their agreement:

|

|

|

(c) the matter would be reviewed again by
Cabinet at a later date in the light of responses of

provinces to the federal offer.

CONFIRMED BY THE CABINET ON JANUARY 27, 1972

Supervisor of Cabinet Documents,
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MEMORANDUM TO THE DEPUTY MINIS

BRITISH COLUMBIA FERRY SERVICE APPLICATION OF

SALES TAX (Cab. Doc. 991-71)

“AdAttached is a briefing note to the Minister on the

agenda item concerning Sales Tax to the B.C. ferries to be

discussed at to-day's Cabinet Committee Meeting on federal-

Provincial relations. a\
4

I am willing to attend this meeting with the
Minister if he requires my support. However, I have a great
deal of work here in the office and would prefer not to go
if possible. Our suggestion to the Minister is that this

is a largely financial matter and should be left in the hands

of the sponsoring departments of Finance and National Revenue.

“JAN 19 1970
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CEPUTY MINISTER OF TRANSPORT

SOUS -MINISTRE DES TRANSPORTS

MEMORANDUM TO THE MINISTER

BRITISH COLUMBIA FERRY SERVICE APPLICATION OF
SALES TAX (Cab. Doc. 991-71)

Cabinet Document 991-71 deals with the question of

whether the federal sales tax should be applied to fuel used

by British Columbia ferries.

Under the provisions of the Excise Tax Act, the

Department of National Revenue collects federal sales tax

on fuel supplied for B.C. ferry services. Up until 1970

the fuel companies paid the federal sales tax and incorporated

it into their billing to the B.C. Government. In turn the

B.C. Government deducted the amount of the federal sales tax

when remitting back to the fuel companies, claiming that the

ferries were part of the Department of Highways and thus

exempt. In 1970 the fuel companies notably Imperial Oil, |

ceased paying the federal sales tax. In the joint recommend-~

ation from Mr. Gray and Mr. Benson authorization is being. no.

sought to take court. action against Imperial Oil to recover - |

the taxes owing. |

\

~ It can be argued that ferries are in fact an
extension of the highway system. On the other hand sales

tax exemption is given only for strictly highway construction

materials and not for associated activities. For example the

GO trains which are owned by the Ontario Department of Trans-

portation. It is the Ministry's view that the B.C. ferries are

a competitive element in the B.C. mainland to Vancouver Island

transport . system and as such are only an extension to the
Highway Department's activities, and as such this initiative

is another example of Premier Bennett attempting to gain

points for the Provincial Government at the expense of the

Federal Government.

We therefore concur’ with the action recommended by

the Minister of Finance and the Minister of Nat clonal Revenue

to take court action against Imperial Oil. From a point of

view of Federal~Provincial relations and Finance's taxation

planning, this is the simplest course of action which would xe

permit the Federal Government to restate clearly its position

on sales tax on transportation equipment and supplies. &

| Wy 6 3000297
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Tf B.C. was allowed to get away with avoiding sales

tax on its ferry system then the Federal Government can expect
pressures from all sorts of transportation operators for simi

lar
xclusion from sales tax.

We suggest this matter is largely financial and should
be left in the hands of the sponsoring ministers. Charles Halton,

will be able to attend the Cabinet Committee Meeting if you wi
sh

him to be there.

, QO. G. Stoner.

. 000298
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DEPUTY MINISTER OF TRANSPORT

SOUS -MINISTRE DES TRANSPORTS CONFIDENTIAL

January 18, 1972.

MEMORANDUM TO: #£=XPPP

B.C. FERRY SERVICE - APPLICATION

OF SALES TAX — |

I believe you are aware of the background
of this matter.

The latest memorandum, attached, is to be

discussed at Cabinet Committee on Federal-Provincial
“y Relations on Tuesday afternoon. I think it might be

helpful if you could be present.

In the meantime, I would welcome any

comments your people might have on the attached
memorandum that might be brought to the attention
of the Minister.

O.G. Stoner.

c.c. DBC
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Cab. Cttee on Federal-Provincial

Relations - Tuesday, Jan. 18-
3.30 p.m.

I have been informed there is a

meeting of the above Cttee this afternoon.

There are fourzitems on the agenda, but

T understand the only one of interest to

Transport is the first one, i.e.

British Columbia Ferry Service -

Application of Sales Tax.

DBC are aware, and the document is

attached for your ready reference.
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’ THIS DOCUMENT IS THE PROPERTY OF THE GOVERNMENT OF CANADA

CONFIDENTIAL

September 8, 197%

MEMORANDUM TQ THE CABINET

" BRITISH COLUMBIA FERRY SERVICE -
APPLICATION OF SALES TAX ——

SUMMARY

le: This Memorandum concerns a dispute between the federai government

and tne Province of British Columbia. over the taxation of supplies used for
operation of the British Columbia ferry system, which forms a part of the

“provincia! Department of Highways. The Department of National Revenue is

applying the federal sales tax to suppliers of the ferry service essentially
because section 46 (2)(c) of the Excise Tax Act denies tax retief on goods
to be used by provincial depariments for “commercial or mercantile purposes"

- The tax is not cotlected directly from the Province but rather from the

suppliers of taxable goods to the ferry service. However, the Province claims
tnat goods acquired for use in departmental operations are nat taxable and for
une past three years the Department of Highways has deducted the tax factor

om invoices received from oi] companies and other suppliers. Imperial Oil,

the largest supplier, continued to pay the federa) tax until September 1970

“TL

when it suddenly stopped, in the nope of having the courts rule upon the substantive

issue of whether section 46 (2){c) authorizes the taxation of coeds to be
used by the British Columbia ferry service.

2. The Department of National Revenue must take action against Imperial
Gil to recover the tax owing and it is recommended that they be authorized to

‘proceed. Consideration has been given to alternatives such as conceding the
issue by a Special remission of taxes to Imperial O11. However, this could
expose the federal treasury to sizeable revenue losses in respect of transportat
cperations in both the public and private sectors. It would appear to set
the svage for-uther federal-provincial disputes ir resoect of provincially
ovned railways and bus lines and micht encourage: British Columbia or other
rrovinces to use the withholding of tax factors iro om Suppliers as a bargaining
cevice with the Department of National Revenue. The procedure suce¢ gasted
anyvolyves some risk since a favourable court decision, while consicered probable
iS pot assures. The implications of an unfavourable decision are noted

3. The only satisfactory soiution to disbutes of this nature is through
sone forin cf over-all agreement between Canada and the provinces in respect of
intergovernmental taxation. Discussions between governments to this end nave

Ge encouraging progress in the past six months. There appears to be a ceneral
esensus that tax exemptions ror governments are undesirable, and support for
fonn of “reciprocal taxation” to Se implemented through bilateral agracnents

setween Governments. Even though British Columbia may decline to partici

in such arrangements, the general direction in which governments are movi
Supporns the position proposed in the current dispute. Alternative course 3

action at this stage te deal Wien this dispute would appear to be contrary to a
long term solution enaorsea by the government.
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THE PROSLEM

vv -” i ~ mypee4, This memorandum relates ta a new and carious development in the
lengthy Canada-British Columbia dispute con corning the apnlication of federal
Saies tax to the purchase of supplies for the pravinctally-ownac ferry service
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“on the west coast. Supplies for this service have been taxed by the Department
of National Revenue from the time of its inception. On February 16, 1968 the
Province transferred the operation from an independent authority to the -
provincial Department of Highways and immediately adopted the practice of
deducting the tax factor from invoices received from suppliers of fuel oi], the
most important good used in the Ferry operation. However, section 46 (2){c)...
of the Excise Tax Act denies tax relief-in respect of goods to be used by
provincial government departments for “commercial or mercantile purposes". The

“Department of National Revenue held that the ferry operation was of a commercial
nature and continued to collect tax from the fuel suppliers. The immediate
result was that the federal tax had to be absorbed by these Suppliers. .In-
September 1970 the largest supplier, Imperial 011, suddenly stopped its
remittance of federal tax. We understand this was done on legal advice in an
endeavour to have the issue solved by the courts. Several other firms have
also become involved including Shell Canada Limited, Gulf Oi] Canada Limited,
Standard Oi] of British Columbia Limited and Diachem of British Columbia Limited.
The Department of National Revenue must take action against taxpayers who do
net remit their sales tax and proposes to take action against Imperial O11 under
section 50 (1) of the Excise Tax Act, bringing .that Company before the Federal
Court. This action may indirectly involve the British Columbia Government and
lead to a court decision on the substantive issue as to whether goods acquired
by the ferry service are used for “commercial or mercantile purposes”.

OBJECTIVES

5. The objectives of this memorandum are: (a) to comment briefly on the
substantive issue of applying federal sales tax to goods purchased by the B.C.

_ ferry service, (b) to note the possible consequences and implications of taking
court ection against Imperial O11, and (c}) to suggest a course of action,

‘ noting possible alternatives.

ANALYSIS.

A. Substantive Issue of Applying Federal Sales
Tax to the B.C. Ferrv Service

6. The substantive question of whether or not federal sales tax should
be applied to goods purchased by the B.C. ferry service was dealt with in
Cabinet Document No. 132-70 of January 28, 1970, a joint submission from the
Ministers of Finance and National Revenue, attached as Appendix A. This
document made the following points:

(a) A good case can be made that -the ferry service is of a commercial
* and mercantile nature. The service competes with other forms of

transportation, both marine and air. Also, the charges for the ©
Services are substantial; for example, the rate for a driver and
passenger vehicle making a one-way crossing between the mainjand
and the Island is $7.00.

(b) Acceptance of the British-Columbia position that departmental
operations even of a commercial or mercantile nature should not bear
federal tax would be very costiy to the federal government
if it induced provinces to bring other transport systems, liquor
boards, electric power commissions, telephone utilities and other
agencies that. dre now taxed, within so-calijed departmental structures.

me, “oO ~~ Disputes of ‘this nature can best be settled within some generai
framework of how governments apply their taxes to each other and ~
such a framework should be of a “reciprocal nature", 1.e., govern-
ments should bear the weight of each other's taxes to a generally
Similar degree. (Premier, Bennett has several times indicated a
preference for governmental exemptions. However, British Columbia
tax practite does not indicate thet the Province is prepared to
extend tax exemption benefits to the federal government. In this

So oo | 000302
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regard, it is noted that British Columbia is presently applying

its sales tax to supplies used on a C.N.R. passenger vessel on

the west coast. Also their sales tax is borne by federal depart-
ments since ‘the tax is applicable to purchases of materials by ~
federal building contractors who undoubtedly include the tax

compenent of their costs in the amount of their bids.)

{d) Federal-provincial discussions are under way concerning the basis
of a possible agreement between governments as to whether, anc the

extent to which, they should apply sales taxes to each other.

(e) Acceptance of the British Columbia position would be favourably
received by Premier Bennett who is keenly interested in the matter,

but would appear to set the stage for other tax confrontations

between Canada and the provinces (including British Columbia) in
the future.

~

(f) The legal aspects of the problem are favourable to National
Revenue but not conclusively so and the government could be

confronted with an adverse decision if the issue should ever go

to court. -

The above memorandum concluded by requesting Cabinet to reaffirm the application:

of the Excise Tax Act as administered, subject to a review following the

outcome of the general discussions on intergovernmental. taxation. These

recommendations were approved. 7 .

7. Events Since the date of the above Cabinet document reauire further
elaboration of item (dj, concerning federal-provincia} discussions on
intergovernmental taxation. A joint committee, with representation from Canada
and all provinces, reported on this matter in March. The report identified

problems of vaciprocal taxation as being of a serious nature and put forward,
without recoiumendation, alternative solutions to these preabiems. When the meee

report was reviewed - by deputy ministers and, subsequently , by Ministers of

Finance - it became apparent that there was a wide but not unanimous consensus

in support of the “reciprocal taxation" approach. This consensus includea

the federal government {see Cabinet Document 737-71 of July 2, attached as
Appendix B) and probably eight of the ten provinces - all save British Columbia

' and Alberta. In view of the degree of consensus, Ministers of Finance, at

their meeting of July 12-13, authorized more definitive studies of the “reciprocal

taxation" sotuticn which would, if governments agree, make possible its adoption -.
hopefully by April 1, 1973. The arrangement would be implemented through

voluntary, bilateral agreements. between Canada and participating provinces.

British Columbia would therefore be free to remain outsice. The arrangement

would not solve the present dispute with British Columbia, but would establish

a general policy framework. within which federal practice concerning the British

Columbia ferry system could be more readily defended.

B. Possible Consequences ‘and Implications of’

Taking Imperial Oi] to Court

8. As noted, the Department of National Revenue must sue Imperial
Oil for payment of the taxes owing on fuel oi] supplied to the British Columbia
ferry service. Our legal officers believe that under the circumstances Imperial .

- Oil would probably concede the issue, and pay the taxes. However, we must

assume that they would then apply to the Federal Court for a refund of the

tax paid. Such an action would probably require the Court to rule upon the

“commercial and mercantile” nature of the British Columbia ferry service. (in

the general context of. reviewing section 46 (2), the court would alse ccoasider:

(a) whether the ferry operation is a “public utility" in view of the fact that
this section denies tax relief to such bodies and (b) the discretionary aspect
of granting relief under this section. )

9. - The probable ‘outcome of a Federal court ruling on the “commercial
‘and mercantile nature” of the ferry operation has been examined carefully. Our

Jega 9 fficers are satisfied that there is no. jury risprudence which is so directly

. . a . 000303
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related to the case at hand as to give an assured outcome. Certain facts
‘would appear to favour British Columbia. In particular, the Ferry System

" operates at a loss and, administratively, forms part of the Department of
Highways. On the other hand, the ferry charges to passengers are substantial
and the service competes with privately-owned passenger ferries and with

airlines - all of which pay sales taxes irrespective of their profitability.
Moreover, administratively it would be difficult to argue that an operation is

commercial only when it is profitable since this implies that its status

could change from year to year depending upon the profit and loss account. In

addition, the Excise Tax Act clearly contempiates the taxation of provincial

departments under certain. circumstances (i.e., in respect of commercial, mercantile

or manufacturing operations) and the courts-could not accept the argument that
transfer of an operation into a department automatically changes its tax status.

Finally, the fact that National Revenue does not collect tax in respect of the.

highway operations of the Department does not appear relevant because the

Department of Highways does not charge fees or tolls for the use of provincial

highways or bridges. (It may be noted that if tolls were charged, purchases
for highway operations should be taxed.) Having regard to the foregoing

_ considerations, it is believed that a legal decision would favour the federal
covernment; however there is a very real possibility that this would not be

the case. : . -

WW, Tf the Court decision is favourable, the federal government would

have been upheld in a dispute with British Columbia without a direct confrontation

since the other party to the litigation would be Imperial Oi1. The Company

might then sue the Province (depending on the terms of its contract) to

collect the tax paic in respect of taxable fuel sold to them, with tne federal

_ government this time on the sidelines. Alternatively, the Oi} Company might

continue to pay the tax without recovery from the Province but, endeavour to

achieve the same thing by raising the selling price of its fuel oi] to the ferry .

service.

MW. Insofar as British Columbia is concerned, the Province might react
to a decision upholding the Department of National Revenue by accepting the

tax factor in their fuel oi] bills. Alternatively, the Province might continue

' to deduct the tax factor and Imperial 011 might be unwilling or unable to take .

them to court to force them to pay it.

2. If the Court decision is unfavourable, the federal government would -.

be placed in a situation where the taxation of various other operations under ©

section 46 (2)(c) of the Excise Tax Act might be appealed. Such appeals could
be forestalled, and the present problem dealt with insofar as the future is

concerned, by an amendment to the statute which would define and clarify what

is meant by a “commercial or mercantile" operation.

ALTERNATIVES TO COURT ACTION |

13. Certain alternative courses of action are available if Ministers wish
to yive up taxing goods purchased by the British Columbia ferry service. First,

the Department of National Revenue could seek Treasury Board authority for

remission of taxes to Imperial Oi] (and to other suppliers under the same
circumstances) by Order in Council pursuant to section 22 of the Financial
Administration Act which permits such action where it is "in the public interest".
This could deal with the problem both retrospectively and prospectively.
However, this type of step is normally taken to deal with a temporary problem.
lf it is used in respect of a continuing problem - which is presumably the case
with the B.C. ferry service - the implication is that the Excise Tax Act will
be amended so that the law will conform with actual practice.

14, The second type of concession would be to go directly to statutory
amendment to deal with the future, supplemented by a remission in respect :
of the past. | . Se re

15, in the case of either of these alternatives, the scope of the
benefit would have to be defined. It could be restricted tc nrovincial ly-owned
ferry services or extended to all ferry services. In the first instance there

000304
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would be considerable irritation to competing firms in the private sector. A. -

broader benefit would remove this particular problem but would undoubtedly
lead to complaints from other forms of transportation (air, rail and automotive)
that the fuel which they buy is subject to federal sales tax. The revenues
derived from such fuel are, of course, very substantial. A concession limited
to publicly-owned ferries would be less li kely to have this effect but could
readily lead to pressures in respect of fuel used in provincial ly- -owned
railways and bus transportation companies. Railways are presently owned and
operated by British Columbia, Alberta and Ontario, and some of these also

operate at a loss. In addition, British Columbia, Saskatchewan and Ontario

all operate bus transportation companies. The largest of these are in

British Columbia where the B.C. Hydro and Power Authority operates the Vancouver

and Victoria-urban transit systems. Notwithstanding the difficulties of putting

- commercial activities of governments into departments, there is-a danger that a |

tax-saving precedent established with respect to the British Columbia ferry

-service would ljead to changes. in the status of various provincial agencies:Such . :

as those referred to above. .

16. It would also have to be decided whether the benefit would be limited
toe fuel or would extend to all supplies used for ferries. The same problems

would arise here as with fuel, i.e., treatment of the private sector and of
competing forms of transportation.

17. In the event that a concession is. considered desirable, it might be
appropriate that it be preceded by confidential discussions with British Columbia

to reach an understanding that the benefit would be limited to fuel and to
the ferry system. If an understanding along these lines could not be reached,

this approach would then be dropped. However, even if agreement could be 8

reached with the present government of British Columbia on this matter, it

would not provide any protection against the pressures which would. arise from.

the private sector.

18. A further danger in making a concession is that it would encourage :

British Columbia, and perhaps other provinces, to have taxable agencies withhold
the tax factor from invoices in an effort to obtain other tax concessions.

The Ontario Science Centre recently deducted the tax factor and while. the

matter was quickly resolved in favour of the federal government, this type of

problem could become very troublesome.

19. . A third alternative should be mentioned. The Department of National”

Revenue could treat fuel oi] for use by ferries as ships' stores, qualifying

for refund under section 46 (3) of the Excise Tax Act. Currently, tax relief

is provided under this section for fuel oi] supplied to ships which operate

predominately in international waters, and is in accord with international.

practice which our customs and excise policy follows in not applying tax to

goods which are consumed outside of Canada. ‘It is difficult to see row relief

could be extended to B.C. ferries under section. 46 (3) without extending it
to all suppiies and without doing the same thing for other snipping in domestic
waters. This course of action is therefore not recommended. It should be noted,

however, that section 46 (3) does not limit relief to ships' stores used .

in international waters and therefore presents another legal facet which

might come forward in a court case. Should. this matter be raised, we cannot

‘be certain that the courts would favour the federal government.

20. A fourth alternative would be to refrain from taxing goods
purchased for the British Columbia ferry system,.as suggested in para. 13,

but to take countervailing action against British Columbia by instructing
federal departments to arrange construction contracts in that Province in such

a way as to avoidc-bearing provincial sales tax. Such an approach is not

recommended at this stage. It would result in an escalation of the government's

differences with British Columbia. If applied only in British Columbia, it
might induce a feeling in that Province that the federal government is .
discrimi nat’ ng against one part of Canada. If applied universally it would

' create difficulties with all ten provinces. .

FINANCIAL IMPI.ICATIONS

2\. The immediate financial loss fron waiving the ‘federa} tax claim
on Imperial O11] and the other companies involved is approximately $500, 000

000305
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Me is is rising steadily. However, the total cost could eventually run into tens
; of millions of dollars annually if exemptions for the benefit of provincially-

owned ferries were to lead to pressures which induced the federal government to
- grant “comparable treatment" for the private sector (including competing forms
of transportation) and/or if the concession induced provinces to bring other

commercial activities within departmental structures. .

FEGERAL-PROVINCIAL RELATIONS IMPLICATIONS

22. This proposal relates very directly to relations between Canada

and one of the largest provinces. In the short run, the effect of conceding

to the British Columbia viewpoint would be beneficial to federal-provincial

relations. However, in the long run, this would appear to set. the stage for

other confrontations with British Columbia as well as other provinces. -

INTERDEPARTMENTAL CONSULTATION

23. _ This matter has been referred by the two sponsoring departments
(National Revenue and Finance) to the Privy Council Office and to the Department
of Justice.

CONCLUSIONS _—

24. Years of experience with sales ‘tax administration shows conclusively
that a "mixed system", under which some government activities or entities are

taxed while others are not, does not cperate in a satisfactory or stable way.
Borderline problems inevitably arise which can only be solved by shifting the

line between taxable and exempt status to a new point where a new series of —

borderline issues will emerge. Proposed solutions to problems of intergovernmental = -

‘taxation recognize this point by attempting to eliminate these distinctions.

25. It is already apparent that it will be very difficult to reach any

satisfactory over-all solution to problems of intergovernmental taxation with

Premier Bennett. He has indicated strong personal views on this subject and

a sensé of grievance toward the federal government. Hence irrespective of any

’ developments concerning intergovernmental taxation or of any moves with respect

to B.C. ferries, there really is no assurance that we can resolve our differences —

with Premier Bennett.

26. Under the circumstances, it is proposed that the government should take
court action against Imperial Oi] to obtain the taxes owing. The government is

not required to take such action within any particular time. limit. We

understand that the legal actions described in paragraph 8 would likely require

many months to complete following notice to Imperial Oi]. It is hoped that by
this time Canada and most of the provinces will have meved closer to the

adoption of arrangements for "reciprocal taxation". This should make it easier

for the federal government to take action to protect cur revenue position in .

the event of an unfavourable court decision or to deal with critical public

statements by Mr. Bennett, or others in the event of a decision upholding

present practice.

“RECOMMENDATIONS ~

27. it is recommended that the Department of National Revenue be
authorized to take court action against Imperial Oi] to recover the tax owing.

wen oF Nat? ional Raven eo finister of Finance

ve auein ms. ee
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MEMORANDUY. TO THE CABINET =

Re British Columbia Coastal Ferry Service _ Application of Sales Tax

| SUMMARY. |

The attached submission concerns a preblem with the Province of British Columbia
concerning the application of the federal sales tax to supplies for ferries. —-—-~———~
operated by the British Columbia Coastal Ferry system. The ferry operation

was transferred from the British Columbia Ferry Authority to the British

Columbia Department of Highways in 1968 and the Province contends that since

it now is part of a provincial department federal tax should no longer be

applicable. Also they contend that the ferry operation is not commercial

since it is not intended to make a profit.

The Depertment of National Revenue contends that the Excise Tax Act requires
it to apply tax to manufacturers and suppliers-so that tax is borne ty

provincial departments in respact of commercial operations. Further it

contends that the operation in question is commercial because sizeable fees

are charged. and the service is carried out in competition with a privately-owmed

company e ”

.

(a) accession to the British Columbia request would set « far-reaching
and costly precedent on the part of the federal government.

{bo} British Columbia applies 4ts ovm sales tex to supplies used on a
Canadian National Railway passenger vessel and that its tex falls upon

federal department s since it is applicable to federal building contractors.

(c) federal. provincial discussions concerning the application of sales taxes

to governments are the subject of a special study by a federal-provincilal

committee and a change in respect of ona partiouler problem at this tina
would undermine the work of this Committee,

(d) The problen has significant, but. mixed, implications for federal~provinctal
relation se

(eo) The legal aspects of the problem are favoursble to the National Revenue -
position but not conclusively so. | 2 .

It is recommended that the National Revenue position be maintained pending
the outcome of federal-provineial discussions on the general area of
intergovernmentat texation.

{
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Me ge a CONFIDENTIAL

JANUARY 2 &. 1970.

MEMORANDUM TO THE CABINET

Re British Columbia Coastal Ferry Service ~ Application of Sales Tex,

-l1. The Problem

A problem has arisen.as to whether an exemption should be permitted in the

application of federal sales tax to the purchase of supplies for the

British Columbia Coastal Ferry Service. The Government of British Columbia

argues thet the terms of the Excise Tax Act provide for its exemption, The

Department of National Revenue does not accept the argumonts presented by

British Columbia, and the tax is at ‘Present being epplied.

2, Objectives .

The objective is to request Cabinet to affirm the application of the
Excise Tax Act as now administered, pending ths

outecore cf discussions between the federal government and the provinces

on the general question of the application of taxes imposed by one

government to another.

3- Background

The federal sales tax presently applies to provincial boards, commissions

anc agencies whether of s conmercial nature or not and aise te the

*comnerclal” operations of government departments,

Thus section 46 (2) of the Excise Tax Act states:

"Where goods have been purchased “by Her Majesty in right of any province

of Canada for any purpose other than

(a) re-sale; cos , a

(b) to be used by any board, commission, railway, “public wt bility, .
university, manufactory, company or agency owned, controlled or

operated by the government of the province or under the authority of

the legisleture or the Lieutenant-Governor in Council: er .

(ce) to be used by Her Majesty or by Her agents or servants 4 connection

with the manufacture or production of goods or to be used for other

commercial or mercantile purposes;

a refund ef taxes paid under Part IV, V or VI may be granted to Rer Majesty

or to the manufacturer, producer, wholesaler, jobder or other dealer a3
the casa may require." -

The British Columbia Coastal Ferries system consists of a fleet of large
ferries carrying automobiles, trucks, buses and passengers, from several

points on the. mainland to Vancouver Island, together with several ferries

serving various Gulf Islands. This svsten is separate and apart from the

free ferries operated by the British Columbia Department of Highways across

a number of rivers and lakes throughout the vrovince. The fares charged by

the coastal system are comparable to those charged by Cansdian-Pasific .

. steamships who compete on the VancouvereNanaimo rune For example, each

- system charges $7.00 for a cne-way trip between the mainlend ari Vancouver

Island for an automobile and driver. Originally the coastal ferry service.
was operated by the British Columbia Ferry huthority but on February 16,

coeese 2.
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1968, the operation of this service was transferred to the Provincial

Department of Highways with no accompanying reduction in the rate schedule.

During the period in which the ferry service was operated by the "Authority"

sales tax was paid without question on‘all supplies purchased for its

opsration. However, upon the services becoming part of the Provincial

Department of Highways the governmant of British Colunbla refused to pay

tax to suppliers. The Department of National Revenue has continued to

collect tax from the suppliers and hes experienced no particular difficult wy

in this respect.

Ferries are classified in two groups for sales tax ‘pUrposése

(a) those ferries who charge a fee or are otherwise compensated £ for their
service, and in such cases whether they are publicly or privatoly

owned, tax applies on-their supplies unless there is specific axemption

for a "particular commodity under the Excise Tax Act.

(b) those ferries which are free; to the Department's knowledge, these are
ail provincielly owned, are not deemed to be a commercial operation

because they are free and thus tax does not apply.

Position of British Columbia Government

The Government of British Columbia contends thet the ferry service is

entitled to exemption from sales tax on supplies purchasea fer its

operation on the basis of the following points:

(x) the service constitutes an extension of the Trans<Cenede and Provincial
highway system.

Document disclosed under the Access to Information Act -
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(5) the Farry Service is an integral part of the Department-of Highways. Its

accounts are part of the accounts of the Department of Highways of the
Provinea and are audited and controlisd by the Cemptroller-General of

the Province and all ferry personnel are civil servants,

(c) other ferries have been operated by the Department of Highways in other

parts of the Province for many years.as links in the provincial highways

system end never has it been considered that goods bought for the use of
these cther ferries were" subject to sales Laxe

(a) the operation of the ferries is non-comiorcial in thet their purpose is
not to make a profit.

Position of Department of National Revenue

The Depavtment takes the position that while the Act provides for certain
specific exemptions in the taxing of provincial government operations or

institutions, ferry services are covered under the general provisions of the

Act which apply to "operations for commerciel purposes’. Users of the

ferry service are charged a fee. Further, the fact that the service is
subsidized by the provincial government and does not maka a profit dees
not necessarily make it a non-commercial operation. The fact that the
service competes with a privately owned, taxable operation is considerod

important in deciding | wh ether the provincial undertaking is commoere4 al

Tax Policy Cons iderations

The federal: government and the provinces s have recognized that “intergove ornrantal
taxation" (the application of taxes by one government t to another) is e¢
matter of mtual concern and-a special Subcommittee of the Federai-Provinotal
Continuing Committse on Fiscal anc Heonomic Matters is working on att

BRR RSD 3
.
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aspects of this problem in so far as it relates to consumption taxes, The
Subcommittee includes representatives from all ten provinces. It is

hoped that this body will be able to complete its report later this ysar

and to formulate recommendations which would deal with the verious problems

in a conprehensive and consistent manner, rather than isaving each one to

be settled on some piecemeal basis. During the tenure of this Subcommittees
a number of pressing problems of other provinces have been set aside.

It is felt that a concession to British Columbia at this time would

undermine the work of the Subcommittee. — -

The Department of Finance believes that whatever arrangement 4s worked out
should be one which is based upon the principle of mutuality, i.¢. that

. governments should accord like treatment to each other. In this regard

two examples of provincial sales taxation are cited. Firstly, the

Canadian National Railways operates a passenger vessel, the Prince Georga,

on the West Coast and British Columbia applies its sales tax to supplies

used on this ship. Secondly, the Province of British Columbia has taken
deliberata action to extend its own sales tax in such 4a way that it would

be borne by federal departments. This was done in November, 1968 by

applying the British Columbia sales tax to federal building contractors
where they purchase taxable building materials. (British Columbia 4s not

unlike other provinces in this matter but this action is difficult to

square with its view that government departments should not bear the

weight of taxes imposed by other governments.) ,

Financial Considerations

Toe depart from the present position in this case could create costly
precedents. It would appear to imply that provinces could obtain

exemption from tax by bringing commercial agencies of provincial governmsnts

such as hydro commissions or liquor boards, into the framework of a

government department which would mean a severe and progressively far

reaching loss of revenue to the federal treasury. -

Legal Considerations -

An opinion has been sought from the Department of Justice regarding the
interpretation of the Act. in this case and they have expressed the opinion

that while there would seem to be a stronger. case for ths epplication of

the federal tax as opposed to exemption, a reference to the Courts could

very well come down on either side. There is not a clear-cut legel case

on this question and the matter of what constitutes an operetion for

‘commercial purposes should be decided as a policy question.

The opi:icn of the Department of Justice dees not deal with the ’

constitutional aspects of this matter but only with the legal aspects,

i.e. it deals with the interpretation of specific clauses in tha

Excise Tax Act. It is our understanding that this Act could, if

necessary, be amended to remove all doubt about the fcderal power to

impose and collect tax where goods are sold to provincial govarnent. -

departments.

Federal-Provincial Relations Considerations

Premier Bennett is known to be directly. interested in the outcome of this

issue. The main argument in support. of the British Columbia position is

the beneficial effect which a federal concession would have on federal — om

relations with an important province. From 6 longterm standpoint, however,

- “000310
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it is not clear that the effect on federal-provincial relatios vould
be constructive. Thus a concession in respoct of British Columbia
ferries might lead other provinces to assart that commercial operations .
‘carried on by their departments should be granted exemption end it

. Might induce British Columbia or other provinees to move operations now
under boards’ or commissions into government departmnont s and so create
new areas of federal-provincial dispute. ,

10. Interdepartmental Consultation "

The problem referred to in this submission has been considered by the
Departmenteof National Revenue, Finence and Justice, Privy Counedl ne
Office and the Prime Minister's Office, in each case b' \
and officials, _ . , eas : y both the Minister

11. Reconmendation

The prosent position taken by the Départment of National Revenus in
applying the federal sales tax to the purchase of supplies for the
British Columbie Coastel Ferry Service should be maintained pending the
outcome of the federaleprovincial discussions on ‘intergovernmental, taxation.

ro 4 ,Minister of Finance - Mintegter of National Revenus

000311 |
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MINISTRE ODE LA YUSTICE ET -

° PROCUREUR GENERAL. DU CANADA

“Personal and Confidential. ..° -- - EE ye

, . . Aa . °

. “Ottawa 4, Ontario, oe

October 31, 1969. nae

The Honourable Jean- Pierre cété, P, C.5 M. Pe,
Minister of National Revenue, . -

Ottawa, Ontario.

iiv dear Colleague:

With regard to your letter dated oO
‘October 29, 1969, it is not possible to predict ‘ -
with any degree of confidence how the Ceurts oo oo
would decide the B.C. Ferry case, although-I am

inclined to think the case in favour of taxa- Q
tion is the stronger. ~ me cS ,

The difficulty here is that the relevant’ mo

words in sections 45 and 46 of ‘the Excise Tax

Act are capable of bearing different meanings

consistent with the context. One meaning would
include the B.C. ferries,-the other not. In

these circumstances, it is open to you to decide
as a matter of pelicy what position the Federal

Governnent sheuld take. Either positicn can be

strongly supported under tne legislation.

. ‘ 7 Yours sincerely, . ce oo .

t o eee "
.

or . ‘

en

TurnerGy "s 2 3 ” e
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OFFICE OF THE ~ . - “@

cer wieSTCK OF JUSTICE / - . 8b, . . ‘

carey. gan Hey GENERAL OF CANADA 8 , Heat Dt, - , ot vr ky -. Fo oe - —

. CANADA

DEPARTMENT OF JUSTICE 1

BY HAND OTTAWA 4,

October 31, 1969. ETA Noy 5 4999

220868 . m.

Dear Mr. Labarge:

J have to. acknowledge your letter
dated October 28, 1969.

It is unfortunate that in the circum-
-Stances of this case the language of the

Excise Tax Act is capable of being construed,

consistently with the context, in different

senses which would produce different results..
I am inclined, however, to think that the case
in favour of taxation is the stronger case.

. In this situation, I ‘think it is open

to the Government to decide as a matter of
policy which position it wishes to take, and

either position can be strongly supported under

the law... .

Yours truly,

Me,
4
Cue

Depaty Attorney General.

Mr. R. C. Labarge,

Deputy Minister of National Revenue,
Customs and Excise,

Connaught Building, ©

Ottawa 2, Ontario.

. : Do . ‘
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7.) CONFIDENTIAL

July 2, 1972

SUMMARY

Request for Authority for-Minister of Finance:

. to Explore with Provinces a Proposal for

. .. ° “Reciprocal Taxation" in Respect . .

of Consumption Taxes

- . . * . . . : -

Governments in Canada pay, or bear, taxes to a

much greater extent than is generally realized. However,

there. is no consistent or logical pattern to the present

arrangements which Have .evolved between governments. As. a

result, the federal government and the provinces have become

involved in a large and growing number of disputes over the ;

direct or indirect application of taxes tc each other. These ay

disputes are giving rise to concern because of the ill-will

whi ch they engender and because of their potential for
escalating into major confrontations. They are also a cause

.of irritation to the private sector which is frequently

caught in the middle of the disputes and which is concerned

about competition from governmental bodies which may not pay,

or bear, certain major taxes. ~-

Most of the intergovernmental problems are in

the field of consumption taxes. These problems have been

examined by the federal-provincial Continuing Committee on

Fiscal and Economic Matters and the Committee has made consi-

derable progress with a proposal which, for convenience, is

referred to as “reciprocal taxation". Further work on this

proposal will not be contemplated until there is an indication
of interest by federal and provincial. Ministers of Finance.

In connection with forthcoming Ministerial discussions on this

matter, the undersigned seeks authority from Cabinet to

indicate that the federal government is seriously interested

in exploring further the possibility of implementing a system

of “reciprocal taxation" between governments.

Under the system which is contemplated, the -° '

federal government and participating provincial governments
would undertake, through bilateral agreements, that their

departments and agencies :would pay, or bear, as a nozmal

taxpayer, the consumption taxes imposed by. other governments.
Governments would not waive exemption from taxation nor would

they purport to tax each other. Rather, each would make

payments calculated by reference to the amount of tax that

would be pavable if it were taxable. -Certain provinces would

lose under the arrangements and these provinces would receive

iump-sum compensation. Provinces electing to remain outside

of the arrangements (probably consisting at the outset of

British Columbia and Alberta) would have’ to continue with the

present patchwork system.
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. CONFIDENTIAL |

July 2, 1971

MEMORANDUM TO THE CABINET

Request. for Authority for Minister of Finance

to Explore with Provinces a Proposal for

"Reciprocal Taxation" in Respect. ©

of Consumption Taxes ee 7

Purpose _ -
Ll. : The purpose of this memorandum is to request

authority for the Minister of Finance to enter into :

negotiations with the provinces in respect of a system of a 2

“reciprocal taxation" between governments in the field of ,

consumption taxes. .

Problem

2. Although governments in Canada are generally .

exempt from the direct payment of taxes imposed by other yo

governments, they frequently bear each other's taxes ; . :

indirectly and there are alse various arrangements: pursuant we

to which grants in lieu of taxes are paid. The present

arrangements are llilogical and inconsistent; they have led

over the years to many federal-provincial disputes., The

best known of these at present relate to the application of

the federal sales tax to supplies used on the British

Columbia Ferry System and the federal refusal to pay the

Quebec payroll tax on employers for financing tne provinvia

share of the cost of medical care insurance. These, and

numerous others, remain unsolved because there is no established

framework for dealing with them. Moreover, as tax rates

creep upward, the problems tend to worsen as the rinancial

Significance of tax-exempt status increases.

3. There is a continuing possibility that if these

problems are not solved they will: (a) lead to serious public ,

confrontations between governments, (b) have important o

repercussions for the private sector which does not enjoy the

benefits of tax-exempt status, and/or (c) lead to new tax

exemptions which would distort the federal tax system. ,

Concerning (b), private ccrnorations are finding, to an

increasing degree, that they ar2 competing with governmental

agencies or even departments. In addition, they are

freauently placed in the position where one government directs

them to collect taxes from anether government and such other

government refuses to pay; this may result in the private
corporation bearing a tax which is intended for another

government. oO

ot 7 000315
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Background and Factors _

4. A technical committee of. federal and provincial
finance officials recently completed an examination of

problems of intergovernmental taxation in the consumption tax!

fields and endeavoured to develop workable solutions. The

technical committee worked out two alternative solutions,

described as "reciprocal taxation" and "reciprocal exemption".

These were referred, without recommendation, to the Continuing

Committee on Fiscal and Economic Matters where a clear,

though not unanimous, consensus appears to have emerged in

favour of "reciprocal taxation" .’

the federal government and participating provincial governments

would undertake, through bilateral agreements, that they and

their agencies would pay or bear, as a normal taxpayer, the

consumption taxes imposed.by the other level of government.

Each agreement would apply to consumption taxes, as defined,

but notably including federal sales tax, provincial sales

taxes, provincial gasoline taxes and motor vehicle licences.

While payroll taxes do not qualify as a consumption tax, it

would clearly be desirable to include these as a means of

settling the awkward problem confronting the federal government

in Quebec. (Vide Cabinet Document 121/71 of February 16, 1971).

Both departments and agencies would be included and this would

avoid the very difficult problems which presently arise where

attempts are made to distinguish between the two. Agreements

would apply for a fixed period of years with prcvision for

renewai, as well as cancellation, subject to notice. There

would be special provisions for the’ settlement of disputes and

for rights of audit. Finally, the federal government would

pay lump-sum compensation to provinces which would be exposed |

to significant financial loss under the arrangements. Certain

provinces would lose, either because they have no sales tax

(Alberta) or because they presently have a ‘low preportion of

total federal activity (Newfoundland and Saskatchewan).

6. Under the proposal, governments would not waive

exemption from taxation nor would they purport to tax each

other. Each would, pursuant to its general spending power

under the constitution, make payments calculated by reference

to the amount of tax that would be payable if it were taxable.

The authority for the payments, and the liability in respect

of them, would derive solely from the legislation of the

government making the payments. The taxing statutes of the -

other government, while not applicabie to the government making

the payment, would determine the amount of the payment. The

Statutes authorizing payments would be similar to, but broader

than, the federal government's Crown Corporations (Provincial

Taxes and Frees) Act - a 1964 statute which authorizes federal

agencies to make payments in respect of certain provincial

taxes. A Model Act could be prepared for use by each of the,
provinces and, with necessary modifications, by the federal

government. -

7. There is a-considerable amount of experience in

Canada with governments making payments in respect of taxes

imposed by other governments or, in some cases, of being

legally required to pay taxes. Most of this experience is in

the real property tax and customs tariff fields, but there is

also direct’ experience in the consumption tax fields where

federal agencies presently make payments in respect of

S. - The "reciprocal taxation" proposal envisages that .-
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provincial consumption taxes. - pursuant to the Crown
Corporations (Provincial Taxes and Fees) Act. Apart from
one particular problem with the Crown Corporations .
(Provincial Taxes and Fees). Act, .which can .readily be resolved
by amendment, the adniinistrative experience with these
payments has been very favourable.

8. The arrangement for “reciprocal taxation" would
not mean that governments would make "tax" payments in respect
of all purchases since they would benefit from whatever
exemptions are available to taxpayers generally. Also, for
administrative reasons, the federal government would insist.
-upon an exemption for military aircraft and ships.. In |
addition, purchases for foreign governments and international
“agencies would be exempted.

9. It is believed that as many as eight provinces
would enter into initial agreements with the federal government.
British Columbia and Alberta would likely remain outside. It
is proposed that for such provinces’ the rather unsatisfactory
Status quo would remain.in effect. . Alberta might be expected
to enter if, as and when the Province adopts a general sales
tax. . oe

Further Explorations with Provinces

LO. Ministers of Finance will at an early meeting,
hopefully on July 12-13, discuss briefly the issue of inter-
governmental taxation, having regard to the study undertaken by
federal and provincial officials and to the views expressed
thereon by members of the Continuing Committee. It is desirable
that the Federal Minister of Finance should be able at that ©
time, without committing the federal government to any
definite course of action, to indicate a serious interest in
exploring further with the provinces the possibility o£ entering
into arrangements for “reciprocal taxation", along the lines
developed by officials.

ll. If Ministers’ of Finance were to give their
approval to such a proposal, the studies would include the
following areas: . _ =. co

(a) development of a simple lump sum method of

compensation for provinces which would be exposed

to significant losses; °

_(b) development of a means whereby provincial sales taxes
could be applied to central federal purchasing so ag
‘to allocate tax to the province where the items are

used. It is understood that the allocation would be
handled in part by means of special time-savinc
formulas; ,

(c) determination of a starting date;

{d} drawing up of draft agreements and a’Model Act.

Financial Implications

12. A study by the Committee of federal and provincial
officials indicated -that while reciprocal taxation would
involve sizeable dollar flows between governments, these would: _
largely cancel out. While compensation would be paid to

*
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certain ‘provinces, this would not involve any net cost. ‘since *
‘the payments would be offset by gains in federal tax

collections. There would, however, be a small’cost in respect
of those provinces which would gain from the arrangement. The
provinces most likely to gain are the three Maritime Provinces,

Ontario, Manitoba and - if payroll taxes are included -

Guebec. The over-all federal cost would likely amount to a

few million dollars annually at the outset but, if provincial

expenditures continue to grow at faster rates than federal

expenditures, such costs might well disappear over a period -
of years. In any event, the financial costs cotld be far

‘exceeded by tax concessions which might result from efforts .°-

to maintain the present unsatisfactory | tax relationships

between governments. a a ee

Federal-Provincial Relations Implications

13. ‘The federal- -provincial aiscussions which have
taken ‘place on this matter indicate that most provinces , regard
the proposal as a welcome means of settling a number of:
irritating problems. This appears to be a correct appraisal,
and the effect on fede 2ral-provincial relations with
participating provinces should be very constructive, particularly
if the agreements preve to. be of an enduring nature.. :

Conclusions
.

14, The proposal for “reciprocal taxation" would

appear to provide a framework within which most problems arising

with provinces in the consumption tax fields cculd be resolved,

“It shculd make it possible to avoid direct confrentations with

participating provinces and provide the federal government

with a strong negotiating posture in any disputes with non
perticipating provinces. It would remove a sourée of irritation
and uncertainty to the private sector. It would also place the

public and private sectors on a more comparable focting and, in

so doing, lead to a bétter allocation of economic resources

thin the country. Furthermore, it would strengthen the tax

system by reinforcing a trend toward the removal o% exemptions.

15. While British Columbia and Alberta are prese ently
hostile to reciprocal taxation, they are unlikely to take strong

exception to arrangements which they are not forced to enter

However, if they were to remain outside of general arrangements
for “reciprocal taxation", they would be faced with a4

continuation of outstanding problems. While this would not be
to their liking, it could become more difficult for them to.

‘embarrass the federal government in respect of disputes because

we would have at hand a framework within which such disputes
could normally be resolved. Se

Interdepartmental ‘consultation

16. . The proposal for "reciprocal taxation" has been
worked out with the assistance of officials from the Department

ef National Revenue. There have also been some limited
discussions at the official level with the Department of Supply

and Services, Treasury Board and Privy Council Office. ,

Additional discussions with other departments, and possibly

Crown corporations, would be required before the matter is

ae . ; : 000318
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Recommendations :_. ao _ .

17... '. It is recommended that: — - °

(a)

(b)

(c)

(da)

The Minister of Finance should be authorized, without.
committing the federal government to any definite
course of action, to indicate to his provincial

counterparts that the federal government is seriously

interested in exploring further with them the

possibility of entering into arrangements for

"reciprocal taxation”; . .

The arrangements to be explored would apply in
respect of consumption and payroll taxes and would be

implemented by means of voluntary, bilateral, agreements

between the federal government and participating

provinces, extending to both departments and agencies.

There would be no waiver of constitutional exemption

privileges and no attempt to make other governments

legally liable to taxation;

Subject to provincial agreement, instructions would

be given to officials. to work on a compensation formula,

draft agreement and other matters relating to this

implementation of a sys stem of "reciprocal taxation";

The Minister of Finance would report back .to Cabinet
prior te further substantive discussions at the

Ministerial level. = .

‘Minister of Finance ,
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November 5, 1969

7

The Right ‘onourable Pierre Elliott Trudeau, Pp C., M.P.
Prime Minister of Canada.

Cttawa, Ontario

My deur Prime Minister,

I would like to refer to a dispute between my Department and
the Government of British Columbia, which I understand vou

will be discussing with the Honourable W.A.C. Bennett whilst

he is here in Ottawa.

‘This dispute arises because of our decision to require
manufacturers, principally Imperial Oii1, to account for the
12% sales tax on sales cf taxable goods for use by the British
Columbia Ferry Services. In taking this decision we rely upon
Section 46(2) of the Excise Tax Act which stipulates:

"Where eoods have been vurchased by. her Majesty
in right of any province of Canada ‘for “any
purpose otrern than :

(a) re-sale; a
(bo) to be used by any board, commission, ratlway,

. public utility, university, manutactory, comoany
or agency owned, controlled or operated oy the

government of the province or under the authority.
of the legislature or the Lieutenant=-Governor in

Council; -or .

{c} to te used by Her Majesty or by Her agents or
servants in connection with the manu-

facture or production of goods or to be

usea for other commercial or mercantile

purposes;
‘a refund of taxes paid under Part IY, V or VI may be
pranted tc Her Majesty or to the manufacturer, producer,
Wholesaler, jobber or other dealer as the case may

require,"

oy 20k
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Mi Lepartment has applied this section of the law umiformly
throughout Canada, and although the section is not without

its difficulties, jt has ‘been administered without serious
Gisputes arising. In support of our position that the

ferry service igs a commercial operation we have a legal

opinion from the Deputy Attorney General who has said that

in his view a stronger case can be made in favour of taxation,

as opposed to exemption although it is open to the government

te adent either position asa matter of policy. .

I do not wish to repeat what my colleapue, the Honourable
BE. J. Benson, had to say concerning this dispute in his

letter to you but I would like to express my own concern

over the precedent that would be set and the resulting

repercussions if we were to agree to the position taken by

the B.C. Government.

é our normal practice in matters of dispute involving

erp -etation of the law to proceed before the courts

for an independent opinion,

an the present instance, I would propose that resort be had

vv both varties to such independent judgement and we would

‘in this case be prepared to refer the matter to the Exchequer

Court.

_ Yours sincerely,

Jean-Fie yre Cote .

COPY TO: The } Ton nourable- Be J, Benson, P.C., Mh. P,

cory TO The Honourable John N. Turner, P.C., @.0e,. MP.

COry FOR Thi | MINTST HIS FILE |

COPY FOR THE niponsaten OF THE DEPUTY MINISTE

Fe ces OnE SOR. AS IMT Dont Siva ee “
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“Orc Right Honourable e Pierre Biliott Trudeau, Pp, oe, He APs,
Prine Minister of Canada,
Cttawa, Ontario.

Duar Prime Ministers

It hes deen brought to my attention that Premier
Bennett of British Columbia has sent you a telegram asking that
the federal "government terminate collecting its sales tax where

nuracturers or other suppliers gell taxable goods to the ,
British Columbia Ferry System. I also understand that you will
be meeting with Mr. Bennett on November 6 and that this satter
might be included in your discussions, -

I am writing to you because I am very concerned about
ix. Lennett's proposal, I feel strongly that a concession in

respeet of this matter would te detrimental to the faderal
interests from two standpoints = first, the need. te protect our
revenueeraising system, and secondly, the need to develo a
retional precedure for the settlement of federaleprovincial
Gisoutes.

The position advanced by British Columbiz on this matter
“is that the ferry system is merely an extension of the ha hway
System and that the ferry service is part of the Department of
Highways. r uiderstand that the Dapartnent of National "Revenue

~heids the view that it is immaterial whether this operation is CG
arrie@ on by a government department since the ixcise Tax Act

goes not provide an exemption for provinelal government departe
ments where the purchases are to be used for commercial or

mercantile purposes. It regarda the ferry ag a commercial

operation. . CO
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I believe that if we accept Premier Bennett's
“oroposition that these purchasos should be exempt because they

*

ere for use in an operation carried on by a provincial government »..
cerertmont we would be setting ® dangeroug precedent. It would
imo that merely bringing any commercial agency such as a

iilwey or hydro commission into a governmont Gepertnent would
make it possible for that.body to purchase goods free of federal
sales tax, All the provinces could maka such changes quickly and
tno federal sales vax revenues could ve reduced by “millions of
dollars.

iN €: nme

The British Columbia Ferry problem 4s one of a large-
nurber of unsettled problems in an area which we refer to as
“intergevernnental taxation", t.c., tho direct or indirect applies

c2z2tion of tax by one government to another. in en attempt to
find some generel solution to these problems in the area of.
commodity taxes, the FederaleFrovincial Continuing Committee on

Yiseal and Economic Matters last yezr set up a "Subcommittee on
Intergovernmental Taxation” with representation from Canada and

each of the provinces. Tha Subcommittee has been leoking at

alternative solutions which would deal specificaliy with the

problem which br, Eennett has raised. It has held three meetings

with two more scheduled, follewing which a report will te made to

the Continuing Committee some time next year. Unfortunately,
British Columbia has sent a representetive to only one of the

Committee’s three meetings and they have given us no indication

that they will participate in the rem ining work of this body,
{ne third neeting was hald only last week and British Columbia

was the only province which was not represented »

I feel very strongly that any attempt to Bettle this ones
problem ty itself would undermine the whole work of the Continuing
Committee on Fiscal and Economic Matters in this area. On the

Other hand, Premier Bennett's representations do provide us wit

an opportunity to indicate to him the possible advantages to

British Columbia of working with ether governments to solve
mutual problems.

To illustrate that these problens of intergovernmental
taxation do not all relate to the burden of federal taxes falling

upon a province I mention that only last year Mr. Bennett's own

province took deliberate action to extend its sales tax in such
@ way that 1% would be berne ty federal departments in respect of

a uajor type of purchase 4.20, building materials, jatersais
for {federal construction aro, of course, purchased by ontrac tors
and, since Novenber of 1968, these purchases have bean. “subject to
tax in Erxitish Columbia.
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Finally, I understand that the Departmont of National.

in support of their interpretation of the relevant portions of
the ixcise Tax Act but this opinion contains some reservations
and indicates the possibility that National Revenue could lose
a court case on this matter. I note that the opinion does not

deal with the constitetional aspects-of this matter but onjy -
with the legal aspects, i.e., it deals with the interpretation

of specific clauses in the ixcise Tax Act. It is my undere
standing that this act could, if necessary, be amended to

remove all doubt atrout the federal power to impose.and collect
tax where goods are sold to provincial. government departments.
I ar nowt, of course, advocating that stich action be token at
this times; ZI am only saying that I do net find legal: doudts
“apout the tightness of the: present wording of the “Excise Tax
Act to be a major consideration. .

X hepe these comments will be ‘helpful.

Yours aincerely,
Original Siznsd by.

HON. EJ. Sauce

=.J. Benson,

Minister of Finance.

“ec. ‘The Honourable J.-P. CSté, P.C., MiP.

Rovenue has obtained from the Department of Justice an opinion -
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O.K. - but let's not be too visible. Also
there was a real hangup since facts re road,
etc. not understood as I am told,

é. I don't agree with this.

_P.P.P.

an 6 912

6-1-72
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San IN REPLY QUOTE
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DEPARTMENT OF TRANSPORT

MINISTERE DES TRANSPORTS

January 5, 1972. Ya Ab

MEMORANDUM TO THE DEPUTY mmntgoa
_ alo /1 Wt wee

Ferry Services in 4 OE deaf
During the last couple of weeks, I have had two

or three additional conversations with Alan Campbell of A Jam il
the CTC about the events which preceded the Transport
Commission's decision to extend the federal subsidies to the services

operated by both Northland Navigation and Nootka Sound

for a period of six months.

reasonably certain that the provincial government is well

aware of the price which some of the eastern provinces

have extracted from-the-federal government for the with-

On the basis of those conversations, I am b 7

drawal of intra-provincial ferry subsidies and hence, I Bey |
doubt whether the B.C. Government will simply allow their

subsidies to be withdrawn without extracting some suitable Ja.

quid pro quo. ae)

In the circumstances, I propose to ask one of iw
my staff to make himself familiar with the west coast

operation so that we are in a position to recommend an

appropriate course of action when the need arises.

Cc. C. Halton

cc - SADM

wrip X. P. P. P. HE)6 -~ (f

“SAN 6 1972 | a
RECEIVED : ape
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The Honourable Wesley D. Black, , Cigar ,

Minister of Highways, a erg £1 _

Parliament. Buildings, a at ee
_ Victoria, British Columbia. 4, 30°. a

Dear Mr. Black, eb a |
With reference to your letters of November 9th —

and 22nd and your wire of November 25th, I am pleased to —
be able to confirm my telephone call to.you on December . . .- oO

8th and my statement in the House of Commons the same day = = -=
announcing that the Canadian Transport Commission has fe

agreed to extend the federal subsidies to the intra-
provincial water transport services referred to in your

telegram, i.e. that operated by Northland Navigation

Company Limited from Vancouver to the west coast of Van-

couver Island and the coastal service operated by Nootka

Sound Service Limited.

: The extension of the subsidy will be for a

period of six months, as requested by the residents. and

representatives of the region served by Northland and

Nootka. During that six months it is expected that the

necessary road connections will be completed and alter-.

native arrangements will be made concerning any intra-

provincial water. transport services still required. ©

Yours sincerely,

Don Jamieson

~~ 000327
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December 681972

MEMORANDUM 10 THE DEFUTY MINISTER

With reference to our discussion on the ferries in B.C,

and the attached wires, I discussed their contents with Alan

Campbell, Chairman of the Water Transport Committee, CTC. Mr.

Campbell also met with a delegation from the West Cast of
Vancouver Island (including their member, Tom Barnett) concerning

the same problem.

As a result of our investigations, we are of the opinion

that the Islanders have a good case for extension of the subsidy
until the road from Gold River to the various coastal settlements
is completed. The subsidy is due to end in a week's time.

With necessary haste, Mr. Campbell will recommend to

the President of the CTC that the subsidy to the service be
extended for six months. Arrangements will be made for the

subsidy to be extended and for the Minister to make an announce-

ment to this effect if he so wishes.

BD. Scrafton
co - CeCe: GeA. Scott - SADM

C.C. Halton - XPPP

A.P. Campbell - CTC

000328
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December 8, 1971

FERRY SERVICES INBRITISH COLUMBIA % presi
The Minister, Commissioner Campbell and Lb

Tom Barnett, M.P., covered themselves with

glory in announcing (each in his own way) that

the Nootka and Northland subsidies would be

extended for six months.

I called Hon. Wes Black to tell him the

news and I told him that we considered that the

Minister owed him a response (or a further

response, as the case might be) for the record.

Campbell confirms that the response should

make it clear that the subsidies have been

extended for six months only because that is

what the residents and representatives of the

communities concerned had asked for, it being

noted that road connections would be completed

(between Gold River and Tahsis, for example) and

alternative arrangements arrived at during the extension
period.

By July 1 CTC (and the Federal government)

should be in the clear.

May I know who will be preparing the letter
to Mr. Black for Mr. Jamieson's signature ?

B/sxr

000329
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The Honourable. Donald C.. Jamieson, P. Ce, M. Poy : (A
Minister of Transport, a

Hunter Building, a oo,

Ottawa, Ontario, a, —— co SS ,

|

MIETORIA, | | 7

|

|

wee

‘Dear Mr. Jamieson:-. oe . _ , : =

‘Your letter of December 29, 1971 advising that
the subsidy. to Northland Navigation Company and Nootka Sound Limited oo
has been extended for a period of six months has been reviewed in re- |

lation to the completion of the necessary road connections and alter- |
native arrangements for water transport services. The Tahsis Company.

who own the private logging road from Tahsis to Gold River advise that

the road cannot be used by automobiles due to steep grades and is pre-
ently closed during winter months due to heavy snow conditions. We

estimate at this time that a substantial expenditure in the order of

five million dollars would be required over a two year period to attain
minimum standards for personal transportation on a continuous basis,

even if joint use was considered desirable and in the public interest.
A separate facility would cost approximately twelve to fifteen million
dollars and has not been designed to date.

dg EER CRN 4 one
ee Ae ee

Although we have not had adequate time to study
water transportation problems in detail for this area, it is our opinion
that there will be a continuing requirement over the next twenty year -
period for water service regardless of possible improvements to the
logging road,

ee me res
The withdrawal of the historical Federal sub-'

sidies will have significant impact on our priorities in transportation

|
over the next few years. I strongly maintain the position that the sub-
sidies should be continued,oe

I would appreciate your early comments on thisawe oe ‘proposal.

Minister.
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Le - MINISTRE DES TRANSPORTS |

The Honourable Wesley D. Black,
Minister of Highways,

Victoria, British Columbia. on , oo ,

Dear Mr.- Black, - BS wt . cat

With reference to your letters of November 9th
and 22nd and your wire of November 25th, I am pleased to
be able to confirm my telephone call to you on December

. 8th and my statement in the House of Commons the same day

announcing that the Canadian Transport Commission has.

agreed to extend the federal subsidies to the intra-.

provincial water transport services referred to in your

_ telegram, i.e. that operated by Northland Navigation

Company Limited from Vancouver to the west coast of Van-

couver Island and the coastal. service operated by Nootka

Sound Service Limited.

The extension of the subsidy will be for a”
period of six months, as requested by the residents and
representatives of the region served by Northland and
Nootka. During that six months it is expected that the
necessary road connections will be completed and alter-
native arrangements will be made concerning any intra-_-
provincial water transport: services still required.

Yours sincerely,

Don Jamieson
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. December oy 1971. \ %

MEMORANDUM TO THE DEPUTY seman DEC 7 107 Gaps <3
a 7 - te

Subsidies To Ferry Services in B.C.
es

;

“The study ‘which forms the source material for the
Water Transport Committee's decision to withdraw subsidies
from certain ferry services within British Columbia was

undertaken by, Jock Munro. from Simon Fraser University who _

spent a sabbatical working for Ray Cope. I have managed to

persuade Alan Campbell to send us a copy and, hopefully,
it will arrive early this week. From what I have discovered
already, I doubt whether it will be the. type of information
which should be released to the Provincial Government and

frankly, it was unfortunate that Alan Campbell made such

explicit reference to it in the ‘letter which he drafted and

which Mr. Pickersgill sent over for the Minister’ s Signature. /)

. There is plainly rather more pehina this provincial hr
initiative than is obvious from a first reading of the ~ Li
correspondence and we hope to be able to do some quiet

digging next week. I do, however, feel that a reply should

be sent forthwith to the November 22nd letter from the

Provincial Minister of Highways for that letter certainly

misquotes an earlier acknowledgement from R.M. Ross.

In Ross' letter of November 16th he said "that Mr. Jamieson

has noted his. letter and will be discussing this matter with

his senior ministry officials".. In the Hon. W.D. Black's

letter of the 22nd, the middle paragraph reads. "Mr. Ross

informed us that you will be discussing this matter with
your Cabinet colleagues".

To set the record straight, I would suggest that
Mr. Ross should send the attached draft to the Hon..W.D.
‘Black's Executive Assistant. If you agree, we will eriidnge + Roo
for this to be done. i i}

Pek hoe LIAL, Lo Abs ne © ly Co}

rons aie| O- KK a C. 0. Halton ia if ‘ 5
le Gndiad Fit Mado wib A Cpl lag
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< : . OFFICE OF THE CABINET DU

' -" 4 4 . MINISTER OF TRANSPORT MINISTRE DES TRANSPORTS

: ‘ OTTAWA 4 OTTAWA 4
* :

4 vag’.

ES ee Ottawa, Ontario.
| CF : K1iA ON5-

The Executive Assistant to . ST

The Honourable W.D. Black, © a on

.Minister of Highways, | - ,

_ Victoria, B.C.

i os oe _, Dear Sir: 2

This’ is to acknowledge receipt of Mr. Black's
Letter of November 22nd. regarding the payment of a

-- subsidy for certain ferry services on. the west coast. of
Vancouver Tsland.

po _ , ‘You may wish’ to draw your ‘Minister! 's attention to
4 .o. .. the fact that my earlier letter of November 16th. advised

“". " you that Mr. -Jamieson would be discussing this matter
with his. senior ministry officials rather than with his_

- Cabinet colleagues as is suggested in Mr. Black's

| letter of the 22nd.
Pp .

Se Mr.. Jamieson ‘hopes to be in a position to write
to Mr. Black. in the near future.

Yours sincerely,
“Ta

R. M. Ross,
Special Assistant.

"000334
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ye
Mr. BIL Hewson,
Senior Ministry Executive,

i policy Planning & Co-ordination,

i epartment of Transport,
Bon 644,
unter Building,

“Ottawa, Ontario.

B.C. Ferries: Application of Federal Sales

Dax

i - -. Dear Mr. Hewson:

. Attached is a - copy of the letter which the
Prime Minister sent today to Mr. Bennett on this

question. Distribution to interested departments

is being made in the usual way. I thoveht however,

that you would want to be aware of a change the

Prime Minister made in the draft we sent him: this

is on page 2 of the attached copy where, repeating

a conversation he had with Mr. Bennett in Vancouver

a few weeks ago, he invites Mr. Bennett to let him

have the details of any instance where the federal

sales tax is not applied to an operation comparable

to the B.C. Ferry Service, and by virtue of which

B.C. could feel it was discriminated Bea BSE.

a0 (An L
yea A VA

a. pk. G. Carter
FAGO:dm | . |
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PRIME MINISTER: PREMIER MINISTRE

COMPLDEW TIAL . ~—6Ottawa (4),
July 7, 1970.

My dear Prime Minister:

I am writing to you about a matter which
you have raised with me from time to time. Iv

concerns the application of the federal sales tex

to supplies and diesel fuel purchased. by Britisna

Columbia Governnent-owned ferries.

I know you have a keen personal interest

in this matter and we have reviewed it with great

care. You are aware that the problen of

inter¢ governmental texation is presently under |

study “by a special fedéral-provincia al. committee
of officials whose report, I am given to

‘understand, shovld be available Vater this year.
The officials have beén instructed to examine

/ problems of intergovernnental taxation arising as

“a result of federal and provincial taxes on sales
and, if possible, to make recommendations for a

solution to these problems by means of inter-

‘governmental agreement. Following completion of

the work of this committee, broad policy

discussions will teke place with provincial

The Honovrable W.A.C. Bennett, P. C., MoLeA. ,
Prime Minister of British Columbia,

Parliament Buildings,

Victoria, British Golumbie. weef2Q 4

|
000336
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; Wight be helpful if I were to cite
some “speci. Lo examples of how present intergovern-—
mental texation arrangements operate. Although

for purposes of illustration these relate to your

province, we Face similar problens lo other parts
fi Cenada. I an advised that the British Columbia
fpfea sales tax is applicable to e Canadian
(Gional Railvey passenger vessel on the West

ast. Although. the Canadian Nationel Reilvays

a Crown corporation, the function concerned,
©, Marine passenger transportation, is the same

the case you heave cited. ‘-I am also informed

thet there are meny cases where the British

It

Pi‘ BBsa)

Columbia sales tax falls upon federal departments.

For example, this occurs where building contractors
for federal departments buy materials for incor-

poration in federal vor. These materials are,

taxed even though the federal sales tex dces not

fall upon the | cons struction works of provincial
governnent decartments. This, of course, is ;

relevent to your contention that departmental
opera ations should not be taxed.

- Finelly, I sheuld refer to the broader.

aspects of this problem, i.e.,-to its effect on
federal-prov incial fis cal relations generally.
It seems evident that acceptance of the

_ proposition that no activities of government
departments, even where these are of a commercial

nature, should bear the weight of a sales tax

might ine luce all of the provinces, and indeed
the. federal governnent. itself,’ to move operations
now under Crown corporations into sovernnent
departments end so create new areas of federal-

provincial CE SPULS s Eventually, this could have
serious revenue implications for all governments.

eee fe
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In view of the foregoing considerations,

the Government of Canada has had to conclude that

it should not, at this time, change its tax |

practice with respect to British Columbise ferries.

However, it is ovr hope that this question can be

examined again in the course of our general

policy discussions following receipt of the report

of the committee on intergovernmental taxation.

at

ae . ae

1.

ae
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ad OUR FILE No.

. . -A / Notre dossier ALEE- tO

FROM DATE
De oo July 9, 1970

less D. B.C.

t SUBJECT

Sviet Record of Cabinet Decision

!

| |

. . Attached for your use is a Record of Cabinet

Decision on the subject matter of:
: 

|

British Columbia Costal Ferry Services -
| Application of Sales Tax

You will recall you prepared briefing material

for the Minister on this subject for the Cabinet Committee

, meeting of March 25. .

Bureau of Co-ordination

Att,

4

|

|

4

|
a
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ES ~ ¢@.c. D.B.C. ’ ‘

|

PRI Jl; COUNCIL OFFICL BUREAU DU COWS CL PUEVE,

GANADA

The’ Cabinet Committee On Federal—Provincial Relations
t . : ‘

| oo - . — CONFIDENTIAL

- RECORD OF COMMITTEE DECISION

Meeting of March 25th, 1970

British Columbia Coastal Ferry Services
- Application Of Sales Tax -

The Committee agreed that:

* (a) the application of federal sales tax

“should continue pending the outcome of the federal-
“provincial discussions on intergovernnental

_taxation;

(b) the Minister of Finance and Minister of

National Revenue should now write a letter to

‘Prime Minister Bennett stating that this question

is properly the work of the intergovernmental -

conmittee discussing intergovernmental taxation;

(c) the Minister of National Revenue should

examine the treatment of thé British Columbia

Coastal Ferry Service to discover if this ferry

service is being dealt with differently than any . :

similar service in Canada; and _

(a) if any inequality of treatment is evident,
the question of tax on suppliers to the British:

Columbia Ferry Service should be re-opened for

discussion at a later date in this committee.

CONFIRMED BY THE CABINET ON JUNE 18TH, 1970 mn

Supervisor of Cabinet Documents. SRA) Et oo0341
. . faye
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CONFIDENTIAL.

Rovenber 16, 1952,

The Deputy Zinister,

Pepartaent of National Defence,
Ottawa, Canada,

Dear Sir:

Re: HGS 2000-25-32

In reply to the Inter Service Kovenent

Hobilization Planning Committee's request for information

on railway car ferries on the Test Coast I have had the

Traffic Services Branch of the Canadian aritine Commission

report on the aspects of the subject referred to in the

Comittes's letter dated April7th,

Three copies of the report are attached,

Yours sincerely,

J.C. LESSARD

J.-C, Lessard,

3g

he
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J,-C, Lessard,

; CHAIRMAN

Lc TTE,

ANG—TMS McGUGAN,
COMMISSIONERS

CANADIAN MARITIME COMMISSION

~

orrawa, October 31, 1952.

Py og sebnth FILE Seu.

NOV 19 1952

Mr, J.-C, Lessard,

Deputy Minister Trans
Department of Transport, ransport Dept.
Ottawa, Canada,

Dear Sir:

I have investigated the railway car ferry problem with

which the Interservice Movement Mobilization Planning Committee

is concerned and now submit to you four copies of my report,

In Part I I provide answers to the specific questions

asked by the Committee in its letter dated April 7, 1952, and ‘

in Part II I offer for consideration some suggestions for

minimizing the risk of a disruption of railway car ferry service

between Vancouver Island and the railway system on the mainland,

I have not, of course, attempted to assess the military risk

inv olved,.

Yours respectfully,

G. M. Sehuthe,

Traffic Services Branch,

GMs /LC
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& veport prepared for the Interssrvice Hovenant

Kobilization Planning Comnittes, Departuent of

' Bational Defense, on certain aspects of the pro-

bles of assuring adequate doxestic waterborne

transportation facilities for Vancouver Island

in tine of war.

Traffic Services Branch,

Canadian Karitime Commission,
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In 1951, mre than a miilion short tons of cargo were

carried in reliway cars on car ferries operating between the
British Columbia mainland and Vancouver Island, (See Appendix I).

Of this total, 366,000 tons consisted of coal, grain, feed, food~ —
stuffs, automotive vehicles, and general merchandise shipped fron
the opinland, and 655,000 tons consisted, for the acst part, of
products of the forest industries of Vanoouver Island shipped to

the mainland. In the peak sonth of Hay, 1952, 6.P.R.-operated
gay barges alone ferried 3,358 railway cars between Vancouver and
Vaneouver Island,

Statistics of the amount of cargo carried across the Gulf

of Georgia by non-redleay barges and fiat scows, while not com
plete, indicate that the sajor commodities freighted in these

vessels aré coal and cement, accounting for about 315,000 tons in
a year. The total enount of all dry cargo carried by non-rallway

barges andscows between the lower eainiand and Vancouver Island

probably does not exesed 400,000 tons.

Steanships are responsible for only a relatively smell

part of the cargo movement acroes the Gulf, The Canadian Pasific
passenger vessels operating between Vancouver and Nanaimo and
between Vancouver and Victoria carriod less than 90,000 tons of

general cargo in 1951.

Vancouver Island does not enjoy a aelf-sufficient insular

economy eee instead, depends upon outside markets and sources of
eupply. Any lengthy disruption of transportation service, andi

partioularly of railway car ferry services, would undoubtedly result
in severe economics dislocations affecting the welfare of Island
communities and the operations of Island industries.

Canadien Pacific ear barges are unable to use C.H.H.

siips and Canedian Nationsi ferries are unable to use C,P.R.

alips. FPurthersore, railway ferry slips at American teraini

located on Puget Sound cannot be used by Cannsdfan car ferries
without substantial modification. This probles of interchange-

ability has not heretofore been raised and studied as a matter

of national interest, and no attenpt appears to have been made

to standardize railway oar ferries and slips.

Canadian Pacific barges and slipe are provided with three

seta of tracks, whereas Canadian National barges have

tracks which converge to form « single track at the loading apron.
Medifications to Canadian Rational alips to enable their: use by

Camdian Pacific car barges would require alterations to aprons

and mohinery, epproach tresties and trackage, and wing walls,

CONFIDENTIAL
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Following {#9 a rough estimate of the cost of making

necessary eiterations to Canadian National car ferry tercini to
enable them to receive Canadian Pacific bargess

Aprons and machinery $ 75,000
Approach trestle and trackage 30,000

Alterations to wing walls weroed ae

Gost at each location - $140,000

|

The railway companies appear to have no intention of |

abandoning their present car ferry facilities, and there is as

evidence of excessive ferry capecity. On the contrary, the °

Canadian Paoifie Rallway currently bas on shorter a 15-car barge

to supplement its own car ferry fleet. (Cansiian raileay car
ferrieu in the service of, or capable of being used by, the tyo

railway companies serving Vancouver Island are listed in Appendix If.)

Louations of the ferry termini are rejeted to the railway

lines which the car ferries link, and the abandonment of existing
facilities gould only be considered aa part of the broader question

of the nitimate need for the rail services already established on

Vancouver Island.

The alternatives to railway car ferries for the trans-

portation of cargo between the British Columbia mainland and |
Vancouver Islend are: non-railway barges and scows, and self- |
propelled shipa. Of these veasela, there is no substantial

reserve to be drawn upon in an emergency without causing trans-
portation dislocations elsewhere on the 5.C. coast. Yorscver,

a diversion of traffic from normal rail~-and-water routes to none

railway carriers would create extraordinary problems of cargo

reception, handling, storage, and distribution at the ports of

Vancouver, Victoria, Nanaimo, and possibly New Vestainster.

The quantity of merchandise and bulk commodities trans-

ferred across the Gulf of Georgia by railway car ferries averaged

nearly 65,000 tons a month in 1951. An estisate of the nusher of
scows, barges, and coasting ships whieh would be needed to carry

thia quantity of cargo can only be a rough approximation, Actual

requilresents would depend upon the season, dispatch in handling
cargo, the availability of tow boats, and other variable factors.

Probably three self-propelied coasters of about 600 tone deadweight

capacity would be needed to aupplesent the cargo capacity of the
regular Canadian Pacific passenger abips for general merchandise

and perishable commodities. Assuaing the provision of adequate |
trana-shipment facilities on shore, about ten 90-foot scows would

be required to carry such comacdities as coal, pulp, and poles,

and forty-five 30-foct scowa to transport lumber. A 40-foot

aovered scow would be required for paper cargoes. Not less than

sixtog boats of suitable power would have to be available for towhg
On.

CORFIDENTIAL
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if railway service were interrapted but railway car ferries
and slipe remained operative, the facilities could be adapted to

handle heavy trucks and trailers by laying planking on approach
treaties and by installing a deck at the top-of~rall level in the

car ferries, The cont of inatelling auch a deck ia eatiaated at
016,000 for each barge. At present, one car barge (Transfer Yo, 4,
owned by the C.P.R,) has recessed ratis and oan accommodate motor
vehicles, Canadian National officials believe that it would be

dapracticable to adapt the approchee and slips st Point Ellice
end Cowichan Bay to handle motor vehicles. They estinate the cost
of planking approsch trestles and doing necessary readwork at

Ogden Point to be ¥7,800. ant at Port ann to be 915,000. Canadian
Pacific passenger steaners with automobile deoks can accept only

light motor vehicles (up to 1 tons). Provision for heavier
vehicles will be made in a Black Bali Line ferry now undergoing
efit for the Vancouver Island service, Large trucks and trailers
can be carried satisfactorily on the decks of flat acows,

000347
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ii. CUMGESTIORS FOR BIRTH EEN THE ICONWER 181 A DISRUPTION OF BATLEAY

Standardisation of facilities in order that oar ferries

sould be used at al] slips is cbviously desirable if avaliable
equipment is to be eaployed sost effectively in a transportation

emergency. Of the two track arrangesents which now prevent the

Anterchangeability of ferry equipment, that of the GPR. is the
more efficient and the sore widely used. Conversion of exiating
O.N.R. Facilities would apparently be the sisplest answer to the
problea of interchangeability,

Should a serious toterruption of railway service ocour

in, say, the Fraser Canyon of British Columbia, the Pacific
Great Bastern Realiway, which joins the €,.R. at Prince George,
would provide an alternative route for Vamtouver Island treffic
to and from the east. As normal car ferry traffic between
Vancouver and the P.G.2. terminus at Squamish would be stollen

by Vancouver Island traffic aa well as by rerouted lower sainland

treffie, the value of interchangeable car ferry equipsent in
auch cirounstances is apparent. The risk to Vancouver Ielend
of isolation from the mainland railway system would, of course,

be still further leasened 1% standardisation were to inoluie —
the railway oar ferry slipe of the Chicago, Milwaukee, St. Paul

and Pacific Railway Compeny on Puget Sound,

Ville railway car ferry siire are dispersed along the east

coast of Vancouver Island, of the B,G. mainland the bulk of the

car ferry traffic ia concentrated on the slips in Vancouver arbour,
(See Appendix III,) The times when tow barges aay enter or leave
Vancouver Harbour are governed by tidal currents through the First
Narrows, and traffic converging on the Marrows creates a collision

hazard, Hance, the location of a car ferry slip at a site which

is free from the objectionable features associated with the existing
Vancouver slips aight well serit consideration. Felee Creek as

a site for a ferry slip has several advantages to recommend it,
the principal being elimination of the need for towing dusb barges

the Firet Harrows, and proximity to C.P.R. and 0.5.R.

trackage in Vancouver City.

ous /1LC

CONPIDENTIAL

000348



Document disclosed under the Access to {nformation Act -

Document divulgué en vertu de la Loi sur I'accés a l'information

‘APPENDIX I g

CONPIDENTIAL LZ

OUTRARD ISTARD

Reported et Vancouver

{C.P.H, Cor Ferry Servics) 2Lf , 022 | 485,668

Reported at New Vestainster

(C.H.R, Car Ferry Service) 139,965 158, 725

385,987 644,590

Sources: National Herbours Board

New Vestainster Harbour Comniseloners,

CONFIDENTIAL
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i. Canadian Rational 107 35

2, Canadfan Rational 109 as

3. Cansdiian Natdonel 112 ye

4. Canora (aeif-propelled) 17

6, GRIPPSON

7. Island Logger

8 Ivland Tug 40

9. eland Tug 42

Island Tug 4410,

ii. P.G,B. Ho,

F.G,8 Ho,

13. Prospect P:

15.

16.

17.

ig,

19.

20.

Yorks Ro.

21. Yorke fis.

i)

Transfer Yo, 3

Transfer Ro, 4

Yorke Ne, 4

Yorke No. 6

Yorke No. 7

Yorke No. 9

Total Gar capacity

Car

C,8.R,

CNR,

NR,

C,8,f,

2

3

oint FB B ew o oa & RB
Bt

Transfer No. 9 17

Yorke No. 1

Yorke Ho, 2

3

6

4

4

4

$ 4

le

6

dé

266

P.G.B. at other end,

Griffiths 5,5, Co,

Griffiths 5.5. Ce,

Ialand Tug & Barge

isiand Tug & Barge

Islami Tug & Barge

Island Tug & Barge

—-PLG.E, Ratlway

P.6.B, Railway

OP.

6,P.R.

G.P.R,

C.P.R.

?.8. Yorke & Son

Foi, Yorke & Son

Fu, Yorke & Son

PW. Yorke & Son

¥.8. Yorks & Son

FW. Yorke & Son

Fu. Yorke & Son

¥,2. Yorke & Son

Could fit P.G.E, if one dolphin were shifted,
Could be adapted to C14 G.N.R, alips eat one end and 0.P.8, and

(3) Pate G.P.R, elips at Ranoose ané Ledyanith,

CONFIDENTIAL

Gen Use Indicated

C.B.R.

G.8.Re

C.HeR

CHR

CPR.» P.O,B.

(2)

C.P.R. (3)

C.PLR., PeGeBe

C.P.Re, FileEs

G.P.Be, P.G.E.

CPR, PGE.

G.P.Re, PeO.E

C.PeRe

O.P.Re

C.P.R,

G.P.R.
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27

at, Northern, PGBs; (3)
|

Gt, Northern, P.G.B., (3)
|

Gt. Northern, P.G,B., (3)

Gt. Northern, P..8., (3)
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Victoria (Ogden Point) C.N.R. CHR.2.

2, Victoria (Point Elites) . «CB ONE

3, Cowichan Bay CNR CNR,

4o Ladyanith | GPR. (B..) CPLR. Toland Tug

5, Maneose | C.P.Re (BG0.) CaP.Re, Toland Tug

& Yaneouver Harbour GPR, C.PR, P.0.8., Ieland Tug

7. Vancouver Harbour | RHB. . (Not regaiarly used) &

8. Vanoouver Harbour Great Horthern Yorke

9. Port Wann CHR O.N.R,

10, Squaniah a P.G.H. P.6.8., Yorke

© Barges sith parallel sete of tracks say be

moved to connect the individual tracks in turn |
with the single track on the apron of the

N.R.B. slip at Vancouver,

PUGET SOUND (Rashington)

|

Bellingham Chicago, Uliwaukee, St. Paul Hot used by Canadian

|

il.

| and Pacific car barges.

a2. Everett " w

13. Seattle . * a

14. Tacoma * "

CONFIDENTIAL
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38-84

October 18, 1952,

ur. 5. F, Dingle,
Vice-President,

Canadian National Railways,

360 MeGi11 Street,
Bontreal, Quebec.

Dear Sir:

Thank you for your letter dated October 16th,

file 3925-43.

I am grateful to you for making thie information

available,

for J-C, Lessard.

GHS/LC

As
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“CANADIAN NATIONAL RAILWayYs

~ OFFICE OF THE VICE-PRESIDENT
OF OPERATION

S. F. DINGLE

VICE-PRESIDENT

J. c. KENKEL

ASSISTANT TO VICE-PRESIDENT

R. Cc. JOHNSTON

ASSISTANT VICE-PRESIDEN

AM

J.-C. Legsar / Esq.
Deputy Minister of Transport,

Ottawa, PntArio.

W. H. KYLE

ASSISTANT VICE-PRESIDENT

Db. V. GONDER

ASSISTANT VICE-PRESIDENT

MONTREAL, QUE.

October 16, 1952.

3925-13 8 GLI?

Dear Mr, Lessard;

With reference to your letter of September 15th,

and further to discussion between Mr. Schuthe of the Canadian

Maritime Commission and Assistant Vice-President, Mr. Kyle, at a

meeting attended also by Officers of the Canadian Pacific Railway

Company, relating to certain aspects of railway car ferry services

between Vancouver Island and the British Columbia Mainland:

The various points on which Mr. Schuthe desired

information were compiled in the form of memorandum of questions

and answers, and attached, for your information, is copy of this

memorandum which it is hoped provides the data which you desire in

connection with the Canadian National barge services referred to.

It will be appreciated, of course, that the cost

figures contained in this memorandum are rough estimates only, and

are incorporated merely to serve as a guide to the comparative size

of the projects mentioned.

If any further information is desired, please do

not hesitate to call upon me,

Yours sincerely,

FEY
Vice-President.

+.
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36

he

be

6.

Te

8.

Je

Q.

A.

C.N.R. BARGE OPERATIONS, PACIFIC COAST 23

Does our "Canora" operate to Victoria dnd Cowichan Bay?

Yes

What is car capacity of each of our barges in Vancouver service?

"Canora" «» 17 cars

Barge 107 «| 15 #

Barge 109 #» 15 "

Barge lll = WW

Descriptionof C.N. barge slips at each point of call:

Port Mann Pt.Ellice Cowichan Bay Ogden Point

Document disclosed under the Access to Information Act -

Document divulgué en vertu de la Loi sur I'accés @ l'information

(a) Length 72!
(b) Width gt

(c) Depth at low tide 20!
(d) Percentage of time

daily slip can be used 100%

(e) Tidal range at each slip 8?

72!
91

201

83%
12"

Q.

Ae

Q.

A.

Qe

A.

Qe

A.

Qe

Ae

Qe

Ae

Can our barges operate into C.P. slips, and vice versa, (including "Canora")?
No.

At James Island and Harmac are there any rail facilities or interchange

with the C,P.R.?

James Island « no rail connection except to ferry slip, which is used by

: C.N. and C.P.

Harmac . - ~ no rail connection except to ferry slip, which is used by

Yorke and Son and an American barge to and from Tacoma,

Schedules of C.N. barges = average monthly sailings ex Port Mann and ex

Island points?

_ Ex Port Mann + Mon, Tues, Wed, Thurs, Sat — Cowichan Bay
Sunday and Friday ~ to Victoria.

Saturday and Monday direct to Port Mann.

Mon., Tues., Wed., Thurs., Sat. ~ to Port Mann

round trip about once weekly.

one call weekly enroute from Victoria or Cowichan Bay,

Ex Victoria

Ex Cowichan Bay

Chemaintis direct

James Island eet
Traffic « peak month?

Month of December, 1951:

To Vancouver Island = 334 cars coal

62 " grain, feed and foodstuffs.

147. " miscellaneous

543i

From Vancouver Island= 309 cars forest products

6 " fish

# " miscellaneous

363,

No information available as to tonnage of this traffic.

If barge slips at C.N. Port Mann and C.P. Vancouver were disabled, what
alternative facilities would there be, (a) In Ganada? (b) in U.SeAe
(Bellingham, Everett, etc.)?
(a) N.H.B. slip and G.N. slip, Vancouver, could handle C.P.R. barge, working

centre track only.

(b) No information immediately available.

000354
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“410. Q. If barge slips, C.N. and C.P., are not interchangeable for operation,
what is the governing disability, and what would be a rough estimte

of the cost to make them interchangeable?

A. Governing disability is that C.N. barges and slips have tracks converging |

at ends, whereas C.P, barges and slips have three parallel tracks.

Estimated cost of making them interchangeable would be as follows at

each location:

Aprons and machinery . $75,000.
Approach trestle and trackage 30,000.

Alterations to wing walls 35,000.

Total $140,000.

li. Q. Can C.N. barges and barge slips now handle traffic in motor trucks,

and if not, what would be involved in the way of work, and expense, to

provide for this.

A. To handle motor vehicles it will be necessary to instal a deck at top

of rail level on barges and to plank the approach trestle as well as

aprons. The cost of planking the approach trestle and constucting

roadway at Port Mann is estimated at $15.000.

At Ogden Point the estimated cost is 7,500.

Regarding Point Ellice and Cowichan Bay -- the former owing to the

topographical features ~ the cost of approach roadway would be

excessive: At Cowichan Bay the approach trestle is over 1500 feet and

to meet a secondary road it would be necessary to plank to Mile 5.6,

this would only give a one way movement, which is not considered

satisfactory.

To plank one barge is estimated to cost $16, 000.

000355
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ot oe CANADIAN PACIFIG R ATLWAY. COMPANY

British Columbia Coast Steamship Service |

STATEMENT SHOWING PARTICULARS OF B. CG. COAST STEAMSHIP. TRANSFER BARGES AND
OTHER INFORMATION RELATING TO TRANSFER BARGE SERVICES. ,

PARTICULARS OF TRANSFER BARGES

NAME OF BARGE . GROSS TONNAGE NET TONNAGE IENGTH BREADTH == DEPTH BOK GAR _GARRYING CAPACITY

Transfer Barge No. 1 | . | | oo | | | . |
' (Prospect Point) ~ 1038 | oo * "011 _ 232'.6" At ett 12! 6" 14

Transfer Barge No. 3 7 : 977 - | 927 7 2501 of 42' ot + 42+ on 15

Transfer Barge No. 4 1593 | 1522 — 308 oye " 531 23n 1 ‘7p 22

Transfer Barge No. 9 | 1396 1360 7 278! ye 43' ape 12! ot | 17

"Island Logger" (Under charter of Island Tug m . ; m,
& Barge Ltd,) 1274, 252! of 538 QBe iat 6n . 45

VOLUME .OF TRAFFIC BETWEEN VANCOUVER ISLAND AND THE B. GC. MAINLAND

Revenue Loads 0. C. S. Loads Empties TOTAL

Cars from Vancouver to Vancouver Island - Mey 1952 913 28 789 . 1730

Cars from. Vancouver Island to Vancouver - May 1952 1413 80 : ~ 145 De 1638

The particulars of the principle commodity classficdtions are shown below: ©

No. of cars + Tons - Percentage _ Commodity
I.

Vancouver to Vancouver Island - May 1952 . 93 | 613. | 3.0244 Autos and trucks

, ed nn: ) 177 ~8732 Propane gas
7 ' 368 1.8156 Oil and grease
28 11016 5, 0128 Asphalt and tar
69 _'3196. - 15.7687 ' Coal and coke

9 » 359 1.7712 © Sugar
48 - 1462 7,2133 Flour and mill goods

. 53 1744 8, 6047 Feed and grain

14 779 3.8435 Wheat and oats
13 134 6611 . Hay and straw

6 72 | - 23552 Household goods

4 128: 06315. Malt

2 34 -1677 - Fruit

10 | ‘123 - 6068 Vegetables

1 10 - ,0493 . ~~ Livestock

_ 38° 507 2.5014 ‘ Meats ,
505 9459 46.6696 Mdse & Miscellaneous (Foodstuffs,

. Doe, furniture, dry goods, stoves).
5 87 4292 Butter and Margarine

TOTAL = | 913 20,268 _ 99. 9992%

= | a ; 7 000356



VOLUME OF TRAFFIC BETWEEN VANCOUVER ISLAND AND THE B. C. MAINLAND

Revenue Loads

913

1413

Cars from Vancouver to Vancouver Island - May 1952

Cars from Vancouver Island to Vancouver - May 1952

The particulars of the principle commodity classfications areé shown below: -

No. of

Vancouver to Vancouver Island - May 1952 , | 93

7

28

69

9

48
. 53

14

13
6

4

10

1

38 ©

"505

TOTAL 913

3.

cars

0, C, S, Loads

28

80

Tons

613.

177

' 368
‘1016

. 3196

- 359
1462

L744

779

, 134
72

128

34
123

10

507

9459

87

20,268
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Empties TOTAL

189 “1730

145 1638

Percentage

3.0244
- 8732

1.8156

§, 0128

15.7687

1.7712

742133
8.6047

3.8435
6611

23552

96315.
.1677

~ 6068.

20493 -

_ 2.5014

46.6696

w4292

99. 9992%
eT Aleta eS

| mee °

Commodity

Autos and trucks

Propane gas

O11 and grease

Asphalt and tar

Coal and coke

Sugar

Flour and mill goods

Feed and grain

Wheat and oats:

Hay and straw

Household goods

Melt

Fruit

Vegetables

Livestock

Meats

Mdse & Miscellaneous (Foodstuffs,

furniture, dry goods, stoves).
Butter and Margarine

ger.
J lees -
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' Page 2.

an , : GANADIAN PACIFIC: RAILWAY COMPANY

; BRITISH COLUMBIA COAST STEAMSHIP SERVICE

. STATEMENT SHOWING PARTICULARS OF B. C. COAST STEAMSHIP TRANSFER BARGES AND OTHER
INFORMATION RELATING TO TRANSFER BARGE SERVICES .

2

- TonnageNo, of Cars Percentage Comm oodty

Vancouver Isiand to Vancouver - May, 1952 . 82. . 3130 - 6 .6975- Pulp |

SO oo 20 22 -.0470- ‘Fruit and vegetables
963 32096. *“ 68 6780. _ Lumber and shingles

172° 5705 = 12.2073 Other forest products
, . ' mostly poles

. 22. 412 ) .8815 Paper products

“i 247 15285 Paint

7. 149 3188. = Liquor’
, 3. .2B 20278 - Livestock . , o 7

14 682 1.4593 Coal = a

‘ BT 4278 | 9.1539 Merchandise and Miscellaneous .-
ee ___. (Foodstuffs, drygoods)

16734, 99.9996TOTAL | eeescccsaceces 1413

“FREIGHT TONNAGE HANDLED DURING THE MONTH OF MAY, 1952,

“Mainland to Vancouver Island

" Vancouver Island to Mainland -

ae

20,268 tons

46,734, tons

- TOTAL seeteeenes 67,002 tons:

BARGE SLIPS AT UNITED. STATES POINTS | ,

. LOCATION NUMBER OF SLIPS

Seattle - = a

Bellingham a 1

Bremerton | oo ood

“Tacoma | 1

. Port Angeles | Nal

Port Townsend | 1

Everett . | Nil.

“Note:

NIMBER OF SPURS

3

1 (Owned by U.S. Navy) - , .

Miloo° Ot a, a
; a ;

Nil

All these barge slips are owned by, the Chicago, Milwaukee, St. Paul and Pacific Railway ‘Company
with the exception of that owned and operated by the U.S. Navy. The Great Northern Railway .

previously operated the slip at Everett but no longer do so. .

VICTORIA, By Ce, September 29th, 1952. 000358
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Mainland to Vancouver. Island a | 20,268tons .

Vancouver Island to Mainland . A637BA tons | . oo .

“POPAL ceseseeee ces 67,002 tons

BARGE SLIPS AT UNITED STATES POINTS es

LOCATION NUMBER OF SLIPS ~ NUMBER OF SPURS

Seattle gS .

Bellinghan 4a Fg . !

Bremerton | . a 2. a . . 1 (Owned by U.S. Navy) - , :

‘Tacoma | 1 | 2 : fo oe
Port Angeles Nil - ns se Co . ee = : |

Port Townsend oe | ee 2 3 7

Hverett Nal - Nal

Note: All these barge slips are owned by, the Chicago, Milwaukee, St. Paul and Pacific Railway Company
_, with the exception of that owned and operated by the U.°S. Navy. The Great Northern Railway .

previously operated the slip at Everett but no longer do so. , a

VICTORIA, B, Cy, September 29th, 1952. . oa Te
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38-Bed,

Oatober 6, 1952.

ar. 8. &. Crump,

Vice-President,

Canadian Pacific Railway Company,

Windsor Station,

Dear Sir:

Zi acknowledge your letter dated October 3rd, file

1968-3, and enclosure.

Thank you for providing the information on operations

of your Pacific Coast tow barge fleet.

Yours sincerely,

d C. LESSARD

oC. Lessard.

GUS/LG

000360
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mos Ao
_cA ADIAN PACIFIC RAILWAY COMPANY

2
N. R. CRUMP, o

VICE-PRESIDENT

montreal October 3rd, 1952.

W/ 
1968 - 3

! 5559 (SEGREL rive 4b
39-8 F

J. OC. L d, Esq.,

Deputy Minister of Transport, OCT 4 1952

Transport Dept.
OTTAWA, Ont.

Dear Sir:-

I enclose a statement which contains

the information requested in your letter of the 15th

ultimo, file 38-8-4, concerning the operations of

our tow barge fleet between Vancouver Island and the

mainland of British Columbia.

Enquiry develops that due to the type

of construction the slips of the Milwaukee Railroad

at Port Townsend, Bellingham, Seattle and Tacoma could

not be used by our barges without major modifications

to either the slips or the barges.

I presume that any data pertaining to

the slip at Bremerton, which is operated by the U.S.

Navy, could be secured by the Department of Defence.

Yours truly,

Vice-President f
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Septenber 15, 1952.

ir. Be Re Crump,
Vice-President,

Canadian Pacific Railway Co.,

Vindsor Station,

tiontreal, Quebec.

Dear Gr. Crumps

On Friday last, Mr. Sehuthe of the Canadian Seritize

Commission discussed some aspects of the railway car ferry

services between Vancouver Island and the 8,C. Gsinland with

Gr. lyall and Ur, Tayior of the Camdian Pacific railway and.

with officers of the Canadian National Railways. The subject

discussed is related to o defence problem raised by the

Departaent of National Defence,

I should appreciate your providing the following

information concerning C.P.R. Test Coast railway car ferry

operations:

{a) A list of the C.P.R. railway car ferry tow barges with
- thede box car carrying capacities.

(b) The volume of the movement between Vancouver Island and
the 5.C. Kainland in a peak month in terms of's

i. railway cars in each direction;

2. freight tonnage in tote] and in the princiral

commodity clasoifications.

*# 6©@ 6 @
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“Ze | | (7

(o) In the event of a disruption of service to the 5,C,
Mainland, could railway car ferry tow barges be routed
between Vancouver Ieland and Tashington State? Are

there suitable slips at such points as Bellinghas and»
Everett?

Yours aincerely,

4G LEAR

q-t, Lossard.

oxs/ic

000363
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eo

JbeBead

Septenber 25, 1952.

tir, S. P Dingle,
Vice-President,

Canadian National Hallways,

%0 Webi21 Street,
Bontreal, Quebec,

Dear Ur. Dingle:

On Friday last, bir. Schuthe of the Canadian taritimne
Commission discussed some aspects of the railway car ferry
services between Vancouver Island and the B.C, Usainland with
fy. Kyle of Canadian Ketional Railways and with officers of
the Canadian Pacific Railvay, The subject discussed ta related
to a defence problem raised by the Department of National
Defence, -

i should appreciate your providing the following
information concerning C..R, Vest Coast ratleay car ferry
operations:

(a) A list of the C.5.R, railwsy car ferry tow barges with
their tox car carrying capacities.

(b) The box car carrying capacity of the self-propelled
ferry "CARORA®, —

{c) The yolune of the movement botween Vancouver Island
and the 5.C, Usinland in a peck month in terns of:

i, waliway cars in each direction;
2. freight tonnage in total and in the prineiyal

commodity classifications.

ss 6 @
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(a) Structurally, I umorotand, the C.0.R. and C.P.R. tow
barges are intercingeable anf C.H.R. barges conld
conceivably be used at CPLR. slips, The "CABORA",
on the othor hand, can uso only C.N.R. facilities.

Chat are the technical reasons for this limitation

and would it bo possible, should the neod arise, to
adapt the "CANORA" {or the C.P.R. slips) for inter-
changeable operations?

Youra sincerely,

LG LESS ARD

. a-C, Lopsaard,
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HQS 200-25-32

IM Sec't, 23-3

OFFICE OF THE DEPUTY MINISTER /f
OTTAWA

4636
Deputy Minister,

Department of Transport,

Hunter Building,

Ottawa, Ontario,

"Dear Sir: Attn: Mr, A, Watson,
Marine Superintendent

By letter HQS 200-25-32 of 7 April 1952, Depart

ment of Transport was requested to make an investigation of the

vulnerability of railway ferries on the West Coast in the event

. of war,

It is understood that this request has not been

acted on because it was stated in the letter "it is not intended ~

that your department should conduct an investigation in the

problem on the basis of this request, but it is considered

possible that the information is readily available to you",

This situation was communicated to the Tri-Service Movements

Committee at its last meeting, It is the wish of this Committee

that an investigation be undertaken to the extent necessary to

answer the queries raised in the letter of 7 April last, It was

‘not the intention in that letter to preclude Department of

Transport making a field investigation, but rather to indicate

that the nature of the problem at this time does not warrant

the undertaking of an extensive or intensive investigation, What

is required is to know in 4 general way whether the West Coast

railway ferries will or will not be adequate to meet a wartime

situation, If the conclusion is that corrective action is called

for, @ more detailed investigation will be undertaken,

Yours sincerely,

[bblancen/
fo Deputy Minister
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Beker ence jf
CANADA

OTTAWA,

7 Apr 52 4G2g

Department of Transport,

Hunter Building,

Ottawa, Ontario.

Attention: Mr. A. Watson,

Marine Superintendent

Dear Sir:

Attached are copies of correspondence between the

Secretaries of Joint Service Committee, Pacific Coast, and the Principal

Supply Officers' Committee, located in National Defence Headquarters,
on the subject of Railway Ferries on the West Coast. :

This information has been passed to the Inter Service

Movement Mobilization Planning Committee for study and recommendation,

however, the members are of the opinion that you, in your position,

will be much more familiar with the situation and would therefore be

able to offer sound advice.

/( Specifically, the Committee would like to determine:P ¥

(a) Is this situation serious and would the elimi-

nation of any one major facility jeopardize the

movement of supplies between Vancouver Island

and the mainland?

(bo) Has the question of interchangeability been

raised before and studied as a problem of

national interest?

(c) What are the technical reasons why the facili-

ties are not interchangeable; is it a matter of

rail switching to the various slips; is it the

actual slip construction which will not permit

entry of other ferries; or is it a matter of

draught and rail connection facilities?

' (ad) An estimate of the cost involved to make the

| CPR and CNR facilities interchangeables

| (e) Are these facilities all necessary or have
they been established on a competitive money

Lo making basis?

se A ~4

“Sf (f) What alternative methods of shipment are
available? Sf

duct an investigation of the problem on the basis of this request but

it is considered possible that the information is readily available

It is not intended that your Department should con=-

to you. If so, it will be appreciated.

eeeedl

.
“ee

000367
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~, 
CONFIDENT IAL / A

You are no doubt aware that there are military instal-

lations on the Island and that these will probably be extended. As

a result the Department of National Defence is vitally interested

in the service provided.

An early reply would be appreciated.

Yours truly,

~ E. Parks),

Wing Commander, |

Chairman |

IMMPC. |
|

|
Attach.
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COorY | File See.J5¢ /PC 5-82-13

/I
DEPARTMNT OF HeTlOMAL DErEncE

HAVAL SBRVICK

Fling Officer Pacific Coast,

HelisC, beckyard, Baquinalt,3.¢.
Merch 10, 1952.

Secretary,

Prineipal Gupsly Officers Committee,

OvTABA, Ont.

Ferries - t

Replying to your letter POO® 157-2 dated 28 Feb.

1952, the following are the West Coast Ferry Slips, arranged by

porta..

Vaico Isls

MiCTORTA (C.N.R.)

(1) Opgde@a Point, Victoria Harbour

(44) Point Bllice, Victoria (Inner) Harbour

Neither of these two slips is designed to take
Vekicles, altiough in en Beergeney planking could be

laid over or between the rails at the shore md te

wake a temporary roadway.

SOUICHAN BAY (C.H.R.) Mot Fitted for vehicles.

LADYSMITH (C.P.R.) Not fitted for vehicles.

wasiooss (0...) Could handle vehicles.

Ba. 3

Jetele At Foot of Surrard Street. This slip is fitted to take

vehicles ac well as rail cars.

GREAT MoE PKS! or York Transportation. Foot of Campbell Avesue on
the Great Nerthern Deck, Not fitted to take vehicles.

2O8f NA (Fraser River)

Slip for railway car barges. Net fitted

000369

7



: Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés a l'information

jaa /o

Ze 4% the time when the recommendation wae first made by the
J5C0 /PC that the railway car ferry services af tlhe tw Railway Companiex

should be made interchangeable, the situation was ae follows:

(i) The C.?.R. and C.N.R. Lines on the mainland are dose to-

gether, their car ferry termini are many milee apert. This

alec applies to Vanewuver Ialand.

(44) The great bulk of freight between the 2.0, mainland and
Vancouver Ieland is carried by railway cer barge, utili-

ging the car ferry slips listed on page 1.

(114) The present heavy rail traffic et the Western termini of
both major railways is already taxing exiating facilities.

This volume of traffic is mainly @&e to the fact that most

of the large sawmills in Southern Gritish Columbia are

leeated on Vancouver Island. Supplies of all Kings to Keep

these mills running come to Vancouver Island by railway car

barges ond the same method is used in shipping out of the

milla the processed lumber for Eastorn Canada andl?.s,

markets, The same conditions apply te the large pulp and

paper mills located «et Part Alberni ani Nanaime, all of

which are served by these railway car ferries,

(iv) Apart from the supplies brought to the various industfies
mentioned, and the transportation of finivhed products te

tastern markets, almost the entire food supply for the civil

population of Vancouver Island is whipped in these sans

reilway car ferries from Vancouver. It is cheaper ani sore

efficient to send carlead lets directly through from the

Mainlend to Vancouver Island ferry slips at Ladysmith m4

Hanoose frem whenes these cars continue by railway to Victoria,

Nanaimo, Comox, Port Alberni and ivtemediate way points.

in this way there is only one meve from the reilear to thle
consignee, This is inportent, expecially shen it involv es

the transport of perishable foodstuffs requiring refriger~

. ated cars.

(v) The lack of interchengeability of railway car ferries ma

slips would, particularly in wartime, pose a serious problem

of supply should either one or the other Company*s facilities

be destroyed. it would gravely curtail the needed suppl’ s

of Gll Kinds to keep Vancouver Island's wartime industri es

in production, it would immobilize at the mainland termini

much needed rolling stock, and in a short tine cause severe

shortages of vital foodstuffs ae ac great stocks are kept on

hand on Vancouver Island. Obvicusly every military esatab-

Lishnent on Vancouver Island would likewise be adversely

affected through the food and mpply shortages.

De Since thiommatter was brought to the attention of the Chiefs of

Staff Committes, there has been a further develepaent which materially

aifects the situation. That is the fact that the Vieteria Machinery Depot

hag been converti.g¢ for Canadian Pacifie Steauaiips, a militery landing

barge, known as Transfer Craft No.4, for service on thé Vancouver-lianaimo

run as a flet deck carrier. This vessel should be ready within the next

fow deys to cosmence this new servies. This craft has been fitted with

gunkm railway tracks on ite steel deck m4 will carry either 22 railway

box care or 40 trucks, or a combination of both oni will be towed by a

powerful tug so as to complete the 36 mile run in foup hours. Facilities

already exist alongside the main wharves of Canadian Pavifie terminals at

voth Vancouver and Nanaimo. No passengers will be ¢axvried but truck drivers

will proceed by the usual passenger-ferry service of the Compeny end arrive
in time to teke delivery of their trucks. For the tine being oaly treks
will be cerried.

000370
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de The above new service is designed to meet the modern trend of

grently increased truck treffic especially noticeable in british Colunbia

aines the opening of the Hepe-Princeton Highwy on the Mainland and the

improvenent on Vancouver Island of the Ialané Highway.

S. It must be conceded that this new service offers the first
C.K. or C.H.R. alternative to the prevently heavily taxed railway car

ferry service and to that extont makes less urgent the fomer recommen-

dation that steps be taken to encourage the ©.?.R. and ©.0.R. to make their

ear-ferry services interchangeable. Nevertheless the former recommendation
that railear ferry services should be interchangeable is still applicable
as the traffic betesen the mainland ami Vancouver Island is rapidly ex-

panding and withdrawal or destruction of vessele or the imsobiligation of

one or more slipe could have serious repercussions to the public and

Services alike.

(signed J.H. Marshal1)
Lieut Commander, #.C.H.

Secretary, Joc /PC.

000371
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coPY | RESTRIOTUD

PRINCIPAL SUPPLY OFFICERS COMMITTER

MEMORANDUM TO s

The following extract from the Minutes of the 15204

Meeting of the PRINCIPAL SUPPLY OFFICERS* COMMITTER held .on

February 26, 1952 is referred to you for INFORMATION

ACTION PA

(Signed A.B, NOLAN)

Secretary

PRICIPAL SUPPLY OFFICERS COMMITTER

L, 3405.

item 1388 - Railway Fervies -Vest Coast

PSOC 157-2 (RESTRICTED )

As requested in Item 1162 of the 135th Meeting, the POC had

for discussion a report froma the Joint Services Committee, Pacific Coast,

stating thet although it had been realized that the question of supply

fmm the 8.0. mainland to Vancouver Island was principally a civil re-

sponsibility, it had been considered advisable to inform the Chiefs of

Staff Committee of this condition so that the Depertmeats interested could

consider the situaticn and take action, if necesuary.

The JSC/PC did net think that the Services had the means available

under the existing conditions te go into this quéstion in detail, or make

estimates of cost. It was therefore recommended that the matter might

possibly be referred to the Department of Transport.

The PS0G considered that the memorandum ¢ ubmitted by the JSC/P7C

did not give the supporting military information originally requested by

PROC to enable it to formulate recomendations to the Chiefs of Steff Comuittee.

After discussion, it was agreed to instruct the Secretary to refer

this matter back to the Joint Services Coumittes, Pacific Coast, and to re-
quest that Committees to prepare for PSO, as originally requested, «a military

appreciation of the advantages expected to acerue concerning the standardization

ef railway car ferries on the WestCoast, and the locations involved.

The Secretary.
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DEPARTMENT OF NATIONAL DEFENCE

WAVAL SERVICE

Flag Officer Pacific Coast,
H.M.G,. Dockyard, Saquimalt, 3.¢.

February 19, 1952.

The Secretary,

| . Principal Supply Officers’ Comittee,
Ottawa, Ont.

RAILWAY VERRIRG ~WEST OOAST

Receipt is acknowledged of your letter PSO 157-2

dated 12 February, 1962.

2. A reply to your letter, same file dated 1 Getober,

1951, was forwarded in my Sec. JSC/PC G-2-15 mailed to you

18 February, 1952. As this letter may inadvertently have been

undated, will you please insert the date of 18 February 1952,

if this is the case,

(Signed J.A. Marshall)
Lt. Cdr. RCN.

Secretary, JSC/PC

Document disclosed under the Access to information Act - A
Document divulgué en vertu de la Loi sur I'accés @ l'information
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<< °§ 0.2.2 File Suc JG0/PC 6-28-13‘

DEPARTMENT OF NATIONAL DETEHCE

NAVAL SERVICE

Pleet Officer Paeifie Coast,

H.#.6 Dockyard, BSaquinalt,8.Cc,

ReOTRICTED

The Secretary,

Principal Supply Officers’ Comulttee,

Ottawa, Ont.

(Copy to: Secretary,

Chiefs of Staff Comittee)

RATLUAY Feiss «» WioT COAST

Reference: PSOC letter 157-2, dated 1 Oct. 1951.

With reference to your letter of 1 October, 1951,

the Joint Services Comittee, Pacific Coast at its 86th Meet-

ing on 10 January 1952, discusseé your reqest for fuller in-

formation as to the military advantages expected to accrue from

the stendarication of Railway car ferries and fuller details

of the general aature of the proposed alterations ami estimate

of cost.

F 2. While the JSC /PC had realized that the question of
supply from the B.C. mainland to Vancouver Island was principally

a@ civil responsibility, it had been cousidered advisable to inform

the Chiefs of Staff Committee of this condition se that the Depart-

ments interested could consider the cituation afd take action,if

Se I have therefore been directed by the JSC/PC te advise

you that under existing conditions, the members do not cousider that

the Services have the means available to go imte this question in

detail, or make estimates of cost, and they feel that this might

possibly be a matter for the Department of Transport.

(eigned J.H. Marehell) Lt. Car.
Secretary, J8c/PC

000374
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cory Your file Jsc/rc Be2-15 *
PSOC 187-2

PRINCIPAL SUPPLY OFFICERS COMMITTA

February 12, 1962,

Secretary,

Joint Serviees Committee,

Pacifie Const,

Bldg. 70, HNC Dockyard,

EBequimelt, B.C.

Railwey Ferries ~ Heat Coast

I refer to your menoranduna of 12 September 1951

addressed to the Secretary, Chiefs of Staff Committee,

and to the reply forwarded to you dated 1 October 1951

from the Principal Supply Officers Comaittee (copy attached).

I should be grateful if you would let me know

the present position of this item so that Psoc file may

be comploted.

(signed A.x. HOLAN)
Secretary

Principal Supply Officers Committee

L.8408
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oe: PSOC 1572
Your file See JSC/PC 52-13 ly

SESTEICED

PRINCIPAL SUPPLY OFFICG@RS COMMITTEE

1 October 1951

At the reqiest of the Chiefs of Staff Comaittee, the
Principal Supply Officers Committee considered at ite 135th
mesting, your memorandum of 12 Sept 51, Goncerning the inter-
Changeability of the car ferry services on the West Coast.

2 The Prineipal Supply Officers Comaittes was of the opinion
that your memorandum did not contain sufficient detailed infor-
mation to allow the Committee to assess the military importance |
of the standerization of these facilities. Therefore, to enable
the PS0C to formulate recommendations as to whether or not inter-
departmental action is warranted to attain uniformity of loading

an facilities at the jetties, I have been directed to obtain further
information on the following:s-

(i) Details of the military advantages expected to
accrue if the jetty facilities wore standardteda,
particularly in regard to the present and future
supply and maintenance of defence organizations
on Vancouver Island.

(ii) The general nature and estimated cost of the
proposed alteretions to the jetties,

3. It would be appreciated, therefore, if the above details
could be advised as soon as possible.

(signed HM, BLAXIAND)
Licute COmdr«(S), RCN,

Secretary

.

Joint Services Committee,
Pasifie Coast,

Bld ¢.70, se Dockyard,
Saquinalt, BG.
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Document disclosed under the Access to {Information Act -

Document dans le la Loi sur 'accés @ l'information _
go? Y ICR

nN OFFICERS COMMITTEE

OR

The following extract fro the Minutes of the 155th

Meeting of the PRINCIPAL SUPPLY OFFICERS* COMMITTER held on

September 27, 1961 isa forwerded to you for: LifOnMATION

ACTION PA

(signed M.BLAXLAND) Lt, Ondr.(5), RCN.
Secretary,

PRINCIPAL SUPPLY OFFICERS COMMITTEE

Item 1192 - Railway Ferries - West Coast oq

PHOC 137-2 (RESTRICTED ) :

The Principal Supply Officers Committee had for dis- |

cussion a memorandua from Chiefs of Steff Committee attaching a :

letter from the Joint Services Committee, Pacific Coast, pointing

out thet the fecilities used to load and unhoad railway cer ferries

of the GPR and CNR Jetties on the West Coazt are not interchangeable.

The JSCPO recomended, therefore, that consideration be given to

rectifying this condition.

The Chiefs of Staff Committee hed asked for a recom-

mendation whether this matter was of sufficient importance from a

military point of view to warrant interdepartmental action to obtain

standerdization. —

fhe POOC considered that the memcr andum submitted by the

Joint Services Committee, Pacific Coast, did not contain sufficient

detailed information to enable the Committee to make a firm recon-

mendation to the Chiefs of Staff Committee,

Decision: Therefore, the Principal Supply Officers Committee directed
‘the Secretary to request the Joint Services Committee, Pacific Const,

to report in more detail on the following two points:

(i) Details of the military adventages expected to acerue

if the jetty facilities were staniardized, particulerly

in vegard to the present and future supply and main-

tenance of defence orgm izations on Vancouver Island.

(41) The general nature and estimated cost of the proposed

alterations to the jetties.

Action Byt The Secretary.
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Document disclosed under the Access to Information Act -

Document divulgué en vertu de la Loi sur I'accés a l'information

/ File C80: 1320-1 (A/See)

DEPARTMANT OF NATIONAL DEFENCE

CHIEYS OF STAVY COMMITT2E

1? September 1951.

Seeretery,

Principal Supply Officers Committee.

Railway Car Ferries
feat Coast |

i. I attach a letter from the Seerctary of the
Joint Services Comaittee, Pacific Coast, in which he
points out that the facilities used to lead and unload

railway car ferries of the CPR and the CHR was not inter-

changeable, and requests that the apprepriate department

be asked to take ateps to have this condition rectified.

2. Before any euch request can be made, it is

suggested thet your Committee study this problem to as-

eortain the military necessity of such interchangeability
and recommend whether or not this matter is ef euch ime

that the action suggested by the Joint Services

Committee, Pacific Coast, should be taken.

(Signed R.Z,V. )

for H. & Rayner, Cmdr. RONe.
Secretary —

ROK /S729/mek
Enel.
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: ‘ tind Document disclosed under the Access to thformation Act - Eas
Potdment divulgué ehwvertuidevia EeisanLarces information

hl / i
Office of : /

Secretary,

Joint Services Comittee,

Pacific Coast,

Bldg. 70 » Evi.C Dockyard °

Esquimalt, B.C.

Sept, 12, 1951.

The Sceretary,

Chiefs of Staff Committees,

Room $78, East Block,

Ottawa, Ont.

RAILWAY GAR FERIES ~ WEST COAST

As directed by the J8C/PC at a special meeting held

in Vancouver 6 September 1951, I am directed to invite the

attention of the Chiefs of Staff Committee to the above

subject.

a. During Wisurvey of shipping facilities made recently

in this area, it came to light that facilities to unieoad and

load railway car ferries at C.>.R. and C.N.K. Jetties on this

Coust are not interchangeable.

Ge As a result, C.N.R. railway ferries can not put into

C.P.R. wharves to load or unload, and viee versa,

4. This could have far reaching effects in the event of an

imergency or some form of disaster which incapacitated the services

of cae ox other of these Companies.

Se It is therefore recommended for the consideration of the

Chiefs of Staff Committee that the appropriate Department be asked

to take steps to require the two Companies concerned to make their

ear ferry services interchangeable. It is unierstood that altera-

tions can be made at notgreat cost, observing that the new Pulp

Company at Nanaimo recently installed a reilway car jetty that can

accommodate the railway ferries of both the C.?.R. and C.N.K.

(Signed R. Roberts)

for: dH. Marshall

Lt. Cdr., R.C oe,

Secretary, Joint services

Committee, Pacific Coast
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