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IMPORTANT
INSTRUCTIONS FOR USE OF FILES

. Records is established to serve you, and satisfactory service is largely
dependent upon your prompt return of this file. This file is charged
to your Division or Section and you are responsible for its return.
When file is passed to another Division, notify Records by completing
File Pass Slip, Form no. 02-0012 or by other means, otherwise the file
remains charged to you until it is returned.

. THIS COVER MUST NOT BE FOLDED UNDER FILE

. Column 1. Enter date file routed or re-routed.
2. Show reason for routing |.E. — letter, memorandum,
serial number of document requested, B.F., etc.
3. Enter name or office designator of addressee.
. Enter date that file is to be “Brought Forward”, (B.F.'d).
5. Initial when action completed.

IS

. 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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IMPORTANT
DIRECTIVES POUR L’EMPLOI DES DOSSIERS

. La Gestion des documents existe pour veus servir, et un bon service

dépend en grande partie du retour rapide de ce dossier; celui-ci est
prété a votre division ou section et vous avez la responsabilité de
nous le retourner. Lorsque le dossier est transmis a une autre section,
vous devez informer la Gestion des documents soit en remplissant la
formule n° 02-0012, Fiche de Transmission de dossier, soit d’'une autre
maniére, autrement, le dossier demeure chargé a votre nom jusqu'a
son retour.

. NE PAS REPLIER SOUS LE DOSSIER

.Colonne 1. Inscrire la date de la sortie du dossier.

2. Justifier la sortie du dossier. Par ex. lettre, mémorandum,
numéro de série du document, a rappeler etc.

3. Inscrire le nom ou l'indicatif du bureau du destinataire.

. indiquer la date a laquelle le dossier doit étre rappelé.

5. Initialer avant de retourner.

I

. Habituellement les lettres, mémoranda, télégrammes, cartes et pieces

jointes ne doivent pas étre retirés du dossier. S'il est nécessaire de le
faire, 'usager doit:

1. indiquer sur une lettre d'accompagnement ou un mémo-
randum la raison de la sortie du document et ce qui en est
advenu; ;

2. s'iln’y a pas de lettre d'accompagnement ou si elle aussi a
eté retirée, joindre au dossier un mémorandum décrivant
les documents retirés, justifiant la sortie et indiquant ce
qui en est advenu;

3. transmettre le dossier a la Gestion des documents pour
en modifier les registres.
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HOUSE OF COMMONS
CHAMBRE DES COMMUNES
CANADA

OTTAWA KI1A 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.

L) DSf"ﬁ -

aw &
/p Attf

7

Dr. Cliffv clsaac, M.P.,
Battleford-Kindersley.
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Parliamentary Secretary Secrétaire parlementaire
Indian and Northern Affairs  Affaires indiennes et du Nord

OTTAWA K1A 0X2
January 14, 1975

Mr. Cliff McIsaac, M.P.,

Parliamentary Secretary to the
Minister of Transport,

Room 455-D,

House of Commons,

Ottawa.

Dear Cliff:

Would you be kind ehough 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 “Tremspori, I feei
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 I_am

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
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Mr. Cliff MclIsaac -2- January 14, 1975

the service with.

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

Sincerely,

.- - t“-‘—\: .
Iona Campagnolo, M.P.,

Skeena

Enclosures
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- Misty Islands Transportation Co. Ltd.

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

)
Q

- January 6, 1975

Mrs} Iona'Campagnold, 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 operation¥@ three month trial period a
service running seven days per week between Tasu and Sandsplt
Airport. Ve 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), IHe
transferred to a second w:ter taxi here and went to lioresby (seven-
teen miles), He then made his last transfer to 'a bus and then went
to Sandspit (32 miles). The whole trip took about 33 hours if the
loads were light. . The service was not too popular with passengers
because of all 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 angd that day the Airlines did not travel, Tasu has about
a 50% frequency rate on arrivals of the small aircraft because of
weather computed over a yearly basis., '

Our proposal to inavgurate a service using an amphibious veh-
icle is now under consideration by the two companies Wesfrob liines
at Tasu and Rayonier at Sewell. (There is also a logging camp
being constructed on our route by liackillan,Bloedel and they toco

. 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-
e%ate Inlet 2bout 10 yeurs ago I tried every angle I could think
of to get assistance. During this period I wrote Frznk Howard and

he went to the Canadian lMaritime Commission who sent an inspector

Y
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Mrs, JTona Campagnolo, HP,
Page 2
January 6, 1975

out, After a thorough investigation of our figures éud the sit- _Ju .

uation here, he showed us that because the service would be a dir- aefplec
ect 1link between two Provincial public roads the Federal Govern-
ment could not participate. . '

I thought that because this proposed service Jjoins remote q“d§%Aa¢(
isolated communities to the outside world &nd is malnly a marine vawﬂaﬁﬁ
ink we might try again to enl*st Lhe ald of the Federal Govern-

rent with your help.

The main equipnment involved in this proposed ooeration would
be an emphivious vehicle called a LAAC by the American Gevernment,
Ve have an option to purchase 2 of these vehicles (one for sgare
parts). The hull 1s 35' long by 1C' wide and constructed of alun-
inum plate. The wheels are large flotation type 18:C0" x 25" for

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

'Preséhtly there is no passenger accommodation in the Venhlcle

“but our figures allow for the installation of a cabin wrich has
space for 12 passengers olus a large amount of air cargo (about

2 Tons).

Our figures also allow for a bus with cargo space to operate
between bqndsyit Alrport and Moresby. This would be the only trans- (
fer point in the service and would be done on dry land with the |
vehicles together. _ P - (

|
|
J

I am enclosing a map showing more clearly the route and othexr
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 engc“ wiched. to go,

-

As an interesting side effect, during our three month trial

- last spring Trans Provincial Airlinns service to these areas im-

proved unbelievably and immediately stﬂrted to decline after 1t
ceased, , :

I hope you can make something out of this rambling letter and
1t does not add too much to your already heavy work load. Taanking

.you,
. Sincerely yours, ‘
AI
( ;{Mégg%
- D.T. Kendall Manager
" DTK:bjl : _ ,

- 000009




Document disclosed under the?

Docusf?n&dﬁﬁué en/ ade 14 461 sur I'Pac‘ééb I'in_)"ormut5
1

. Government  Gouvernement
Qianada du Canada MEMORANDUM NOTE DE SERVICE

ss to Information Act -

a4’ 4
%z¢,

[_ AD¥eR/Ha _‘ SECURITY - CLASSIFICATION — DE SECURITE

TO'
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[_ ﬂ YOUR FILE — V/REFERENCE

" FROM

DE D&M DATE

]
R

75

. | ,J L 21 Januvary

SUBJECT
OBET vederal Assistance to B.C. Ferries

In a note attached to copies of corresmpondence
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 vour Secretary to Mr.
Ropertz that the change in the Forecask of Major Decision
Items was made on the instructions of DSP, but I 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 ¥PPP 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 bheina akked to take an active part in any
discussions with the province until the stage is set for
practical discussions regarding aid to the ferry systems and .
not to other Transvmortation components.

D.F. Xnapp

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

\
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J q Ministry of Transport Ministére des Transports
~ R

Office of the Bureau du
- g . - . .
Depu*Minjgter Sous-ministre
- -

Remarks
Remarques

/SURIAY CF COSRMNANIGH

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. Clafke

..........................
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Mr.‘Clzrke -
Vi

I will be interested in
what views are developed on any
constitutional obligation relating
to-B.C. Ferries.

3-1-75
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~January 2, 1975.

NOTE TO THE DEPUTY gmxs@
T
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 MlNiSTER OF TRANSPORT SOUS-MINISTRE DES TRANSPORTS
{  ACTION REQUEST FICHE DE SERVICE
TO A - DATE‘
XPPP Jan. 13-75
FILE NO. -- N2 DF DOSSIER
DM's Office 550-11-8

REPLY oIReCT [ | REPONDRE DIREC TEMENT
,'/{()/‘RE UIRED AcTION [ | DOwNER suITE
UK\D NOTE & RETURN [ | NOTER ET RETOURNER
INFORMATION {VFORMATION
COMMENTS COMMENTA IRES

\

PREPARE MEMO TO — PREPARER UNE NOTE DE SERVICE A

REPLY FOR SIGNATURE OF - RE:PONSE POUR LA SIGNATURE DE

o
REMARKS — REMARQUES LAVS2

000014
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'MINISTRY OF TRANSPORT — MINISTERE DES TRANSPORTS
‘ L3
Office of the ster
Cabinet du M e
Ottawa, K1A ONS

D TO: DEPUTY MINISTER
AU: SOUS MINISTRE
TO: DEPUTY MINISTER'S OFFICE

AU: CABINET DU SOUS MINISTRE

ALSO REFERRED TO:
AUSSI TRANSMIS AU:

SPECIAL ADVISPOR
CONSEILLER SPECIAL

PLEASE — §’IL VOUS PLAIT

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

SEND COMMENTS T
FAIRE PARVENIR VOS COMMENTAIRES AU:

10

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

DDDDDDD

D FOR DIFEEC PLY
POUR REPONGE DIRECTE
D 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.

@(A a) -

030072 SIGNATURE 000015
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Dv/sc <{§V\ |

January 10, 1973

Me. Loulse C. Robinson.
Privy Council Office
48 Sparke Street
Ottawa, Ontario

Dear Ms. Robinson:

. On behalf of HMiss 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 System.

Your letter has been noted and
reforged to the appropriate Ministry officials
-for their information.

Yours truly

CLh NAC SIGNEU BY

Jo.ut Fairchild
Eﬂgg;;’ , John Fairchild
s 1 Special Assistant

;§§
E*
= N
2Q
O &
O~

|
|
|
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PRIVY COUNcu.gmﬂﬁgwﬁ,f
Qi

BUREAU DU CONSEIL PRIMEDf; '
L7 = .
0 Buy Py oy
CANADA
Ottawa,
K1a 043 RECevepy
S R O TE i pon s s
i ii"é“&‘QQRT
s,
i oa.
December 17, 1974
Miss Lucie Dion
Executive Assistant e
Ministerts Office ST R
Transport Canada Building ;?ﬁ? AN
Place de Ville fff/Z’}/ AN
Ottawa, Ontario | b [ﬁ[ -
K1A ON5 . Z{ P

-~
~ I

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,

7, 7S

Louise C. Robinson

000017
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PRIME MINISTER PREMIER MINISTRE

Ot tawa’
K1lA OA2

Decentber 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.

N 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.

-

The Honourable David Barrett o
‘Premier of British Columbia
‘Parliament Buildings
Victoria, British Columbia

V8V 4R3 | | /\
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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., ;|

Yours i;ncerely,

IRooo01o B



Document disclosed under the Access to Information Act -
. Document divulgué en vertu de la Loi sur 'accés & I'information

PRIME MINISTER - PRIMIER MINISTRE .

0t t a w a
K1A OA?Z2

_ : , : : s
; : ’ . 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 oy
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
i ' Ottawa, Ontario
‘ K1A OA6

by
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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. Strachanethat;

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 Brltlsh Columbia-
could be considered.

There remains, nevertheless the importance
of clarifying some of the alleged constltutlonal
obligations which are outlined in the British Columbia
submission. The provincial . contention, as you know,
is that the federal government has falled to fulflll
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 Columbla Ferry System.

Yours sincerely,




e e wen ]
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VICTORI A

&, PROVINCE OF v ./'
’7lsH, CO\'-\)M ,/

A 0
{

i OC%ber 16th, 1974. - y
~ - ) / 7/w
Myzcomd 07 2f

PSS

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 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,

David Barrett,
" Premier.

‘ . 000022



Document disclosed under the Access to Information A¢t -
.« s Document divulgué en vertu de la Loi sur 'accés & l'information
o~ ?
)4 E*\é’ﬁﬁ Minisser Miristre
R ) 4:

Revenue Canada Revenu Canada LT
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‘October 73, 1974 :
2 |
‘Right Honourable Pierre E. Trudeau, P.C., Q.C., M.P., }
. Prime Minister of Canada, f
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 il
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 0il, 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. o ) :

T

. 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- !
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 g
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

federal pPresence with the resulting politicg}-credit.

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

“Yours sincerely,

rd ’g\z' ’ - ¢ ’
' Ro;;zgizord. *f/}</\\ o

\

cc: Hdn. Jean Marchand

000024
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The Honourable R.S. Basford,
Minister of Revenue,

Bouse of Commons,

Ottawa, Ontario

K1A OLS

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. Alsgo, 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

6.0/2

Typed: November 18, 1974
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this year. I am particularly 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,

™ .,
Srigina Sie

g Gaegd
, 4&&&&5 ¥ G ’

Saaducg

J.Y. Clarkef’
Executive Assistant.

Mrs. L.C. Robinson,
Privy Council Office,
House of Commons,
Oteawa, Ontario,

KlaA 0OA3.
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PRIVY COUNCIL OFFICE BUREAU DU CONSEIL PRIVE g? On
Lz

CANADA

; Ottawa
/ K1A OA3

December 17, 1974

Mr. J.Y. Clark
Executive Assigtant

Deputw Ministdgr's Office
Ministrnof Transport
Tower 'C'\ PYace de Ville,
Ottawa, Ontario

K1A ONS5

Dear Mr, Clarke:

Attached, ;fdr 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 Deputy Minister.

Yours sincerely,

e f Aol

Louise C. Robinson

RE@EWE- |

DEC 31 1974 |
' OFFICE OF THE
DEPUTY MINISTER | Ei;\%
TRANSPORT | [oy o 5D /
) E "{"{i o
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239044
550-11~8

12 Decenber 1974

Mr. Louls 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 9th and the -
material which you forwarded.

Yours truly, '

C.K. Kemnedy,

! AN |
Assistant Counsel,
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Mr. Illing - 0EC 16 1974

..
Amnmwwaen

1. I agree. Adminis. va:

Oevercn

sur, Eay

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,

QQG.S.
16-12-74 T
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l'* *Government  Gouvernement
ot of Canada du Canada " MEMORANDUM ﬁTE DE SERVICE

550-/-8

A‘ SECURITY - CLASSIFICATION — DE SECURITE

~

t
Do

; m
e
1 L

OUR FILE — N/REFERENCE

Iﬁ“ ' _] YOUR FILE — V/REFERENCE
_Fgg"" AMTA B
DATE
L_ _J December 12, 1974.
SUBJECT

osssr MR. BASFORD'S COMMENTS ON B.C.'S
-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 1007 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. l

> Qf ~ 7
7M ....,__.__> R. \Ill(ing.
c.c. XPPP <7 /M W 2

74%7 /ZZQQ() ~>-
CGSB STANDARD FORM 22d 7

7540 21-865-3699 FORMULE NORMALISEE 22d DE L'ONGC
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/ _] SECURITY - CLASSIFICATION — DE SECURITE

Mr. G. /A@;tADM
OUR FILE — N/REFERENCE

—| YOUR FILE — V/REFERENCE

A.R. Conboy, DPI

DATE

_J December 9, 1974

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.

e 7Y

A. R. Conboy

c.c. DMEA
XPA

7540 21-865-6699 FORMULE NORMALISEE 22d DE L'ONGC
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Vs

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. Be can brief you further on this and other
current issues which might come up in conversation with
the Premier.
.1 o C.oned by
G, oL Seoit ‘

for

0. G. Stoner

M?
Iy (\\? |

M i
. 000034
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Briefing Note for the Minister

B.C. FERRIES . 5

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, o 3
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 0T
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
- project - thus exhibiting clearly the federal Prresence. Mr,
asford's concern about supporting B.C. FERRIES was that this

ssistance would not be as visible and would not demonstrate

[
D
edezral presence adequately.

En

Fho & 51T

cel/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 1s strictly intra-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 Columbla would be 1ncompat1ble
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

undcer the Trans-Canada Highway Agreement of 1950.

ce./3
000036
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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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BUREAU DU CONSEIL‘F’RIVé

CANADA

/;,,/f December 9th, 1974

239044
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,

BN
‘ e AN
; _ : . Louils Reyno]@

Office of the;Constitutiohal Adviser
Privy Couricil Office

‘ Mr. C. K. Kennedy
Assistant Counsel
Legal Services
‘ Department of Transport
Place de Ville
Towexr C
23rd Floor
OTTAWA, Ontario
K1A ON5
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BéITISH COLUMBIA'S SUB&ISSION
FOR

FBDERAL FINAﬁciA; SﬁPPORT
TO

GOVE#NMENT FERRY'SERviéES

I

- BRITISH COLUMBIA
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‘It is British Columbia's submission that Canada

“has not since thé time of Confederation fulfilled its
obligations‘ﬁo prbvide financial assistance for a g
reasonable and adequate ferry systen necessary for freight
transportation, communications; and passenger and mail
service, to Vancouvér Island and thz 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

1

exist on several legitimate grounds. This submission seeks

to highlight some of these grdunds.

Document divulgué en vertu de la Loi sur I'accés & I'informdgion
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To appreciate British Columbia's position, it is
first importént-to_trace the history of the colonies of
the Pacific West Coast (Vancouver Island, Queen Charlotté
Island; British Columbia, and the Stikine territoéy)'frdm

the time of first colonization through to Confederation

with Canada.

The colony df Vancouver's Island was fifst‘cons£itdted
by the Charter of the Grant of Vancouvef's Island to the
Hudson'g‘Bay Company by Queen Victogia on January 13, 1849,
Richard Blanshard was appointed the cblony‘s first Governor
‘shortiy thereafter, and was followed by the arrival‘of the'
first c&lonists. -Settlement of the colony waé slow and it

- 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, Blanshard's successor, was commissioned

Lieutenant-Governor of Queen Charlotte's Island.

By 1858,'&iscoveronf gold on the Mainlaﬁd of British
Columbia résplted in a large influx of American miners, The
British Colonial Office rose to the occasion in declaring the

.bueeﬁ‘s influénce in the Mainlénd.area‘as well. JaméS'Douglas
was commissioned.Governor for éritish,Columbia and thus, a new

colony became established on the Mainland.-

-7
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In 1862, ﬁhe Stikine territory,.to the North of the
Mainland Colony of British Coiumbia,.became attractive to
those searching for gold. The result was that the bounéaries
of the Mainland Colony became further extended tq-includé the
Stikine ﬁerritory, Thus, the boundaries of“British Columbia,

as they are Xnown tocday, became established.

Foiiowing his appointment as Governof of the Mainland
of British Columbia, Douglas governed the célonies untii
1864, In 1864, separate Governérs for'Vancouver Isiand- L
and British Columbia were appointed, allowing the colonies B
to go their separate ways. Howevér, in 1866, bécadse of iﬁ”

adverse financial conditions and political expediency, a \ PR )

merger of the two colonies was consummated.

It iS‘importanf to béar in mind that'thiSAUnidn of [§¢
the colonies on the Pacific West Coast was concluded in an | 3 )
era iﬁ British—American'Cblonial history,'when.the view of
éhe Coldnial Office was sfrong in urging regional unions
of colonies, wifh the ultimate object of Confederation, This
was evideﬁced in another context by the obvious Colonial
Offi;e sﬁpport of'ﬁhe Lieutenant-Governor of New Bfunswick,

in his efforts to effect union of the colonies of Yova Scotia,

'$ew'Brunswick and Prince Edward Island on the Atlantic West.
Coast. As history bears out, the Charlottctown Conference
in September of 1864 was called specifically to consider such

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

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
of the member colonies remained the same. Transportation and
communicationé indicatedva nétural route to union'with,ﬁhev
United States. ©On the other hand, poliéical tendencies and
common peritage favoured the union ?f.the new colony with the
Provinces of Canada. Ultimately, the Canada route prevailed,
‘and the hew colony of British Columbia joined Confederation

on July 20, 1871.

It 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

éntity, the union of the colonies of the West Coast was
v . . K .

concluded beforeljoining Confederation.

By accident of history, the Maritime Colonies entering

Cdnfedération 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,

£ Al e i
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A. CONSTITUTIONAL OBLIGATIONS

The Terms'éf Union of thelColony of British Columbia
with Caﬁada were settled on May 16, 1871. ‘The terms and
condlulons of the unlon were rramed in a manner recognLZLng
that British Columbia was 1solated from the other prov1nces

of Confederation. Because of this exceptional geographic

_circumstance, assistance by Canada was to be given for the

provision of freight transportation, communicationsi
passenger and mail serviée, from the oﬁﬁer Provinces of
Confede;ation, not only to the Brit%sh Columbia Maihland,
but to VancouVer Island. The‘object of such‘aséistance was
to sapnort and promote the economic develoomenb and groth
of the new sest Coast Provxnce, and to strencthen 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. . , : . ;
A

"4, The‘Dominion:will provide an efficient mail
service,-fortnightly; by steam communication
between Victoria and SanAFrancisco, and twice 
a week betweén Victoria and Olympia; the vessels
to be adapted for the conveyance of freight and

vassengers,”

[
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It is readily evident that one of the_conditions of
British Columbia's entry into Confederation was to main- . (&
tain lines of communication and transportation between '
Victorie, as its CaDlta*, and the Mainland continental ' oot
ports‘of influence at that time, ‘

Tﬁe condition for a steam connection between Victoria
and San Francisce wasvimportent to the development of the
Province; as San Francisco was the ma]or cerntre of SthDlnc
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 prov1de a-ferry serVLce,
twice weekly, between Vancouver Island and the Washlngton
Mainland, was a further example.of recognizing British
'Columbia's.concern for theidevelopment of the West Coast
Prevince at the time of Confederetidn.

R
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

.

' : ' ' ’ 000049
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Rocky Mountains to connect the seaboard of

Document disclosed under the Access to
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connections for freight transportation, communication,

passenger and mall service, with international ports.

It is‘theréfore British Columbia’s submission that
Canada's obligation under section 4 of the Terms of Union
has néver‘been discharged; Because~of'Canada'svféilure
to initially provide such services, further logical
éevelopment of the services Eo an acceptable présent—day
level, has never been the priviiege of British Columbia.

2, Moredver, the further undertakingvof Canada by
clause 11 of theiTerms of Union to provide for the
construction of a railway from the Paéific_towards tﬁe

British Columbia

with the railway system of Canada, was not éatisfactorily

discharged by stopping the railroad at a terminus in
Vancouver. |

"11, ‘Thé Government of the Dominion»undertake to
secure the commencement simultaneously, within
two yeérs from thé déte of the Union, of the
‘éonstruction of a ;ailWay”from'the Pacific
towa;ds the Rocky Méuntains, and from such
point as ﬁay{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 complétion.of such railway within

-

ten years from the date of the Union."

wém'!.éﬁ'b_M;t -
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History shows that at theé 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 Islarnd, it is logical that a proper ferry systém

maintaining this connection would be considered as a practical

‘and financially viable alternative for Canada to obrovide.

It is obvious, from reading the Terms of Union, that
-Canada and Britich Columbia considered such a link imoortant.

It can also be argued that the undertaking of Canada by

o

the Terms of Union expressed a responsibility to provide,

‘at a very minimum, a proper and adeguate link of the capital

of the new vrovince with the rest of the Provinces of Canada

t

The absence of the fulfillment of such undertaking
initiélly does not now Obviaté'the,obligation“of Canada

to fulfill its undertakihg.

It is reasonable to expect that for a viable and
>wprking Confederation, the vrovision of a naturél link for
freiéht trans?ortation, communications, passenger ana mail
sérvices to cpnnéct the capitalvof each of the provinces

of the Union, would be indicated.

~
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3. By the Terms of Union, Canada has nledged to treat
all provinces in equlty, and prOV1de to British Columbla

such services as are provided to other Provinces,

Section 5 of the Terms of Union of Britishvcplumbia
with Cénada provideé thatACanada nndertake to éssdme,and
defray such chargas for services. which anpertaln to éhe
General- Government and "such further charges as may be
incident to and connected with the services whlch bv the

British North America Act, 1867,'appertéin to the General

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

-

In snite of the Dominion's cnvenant to'treaﬁ British
COiumbia in the same manner as other provinces, Canaaa has
not extended to British Columbia the benefit of federal
support for ferry serviC;s that it has éxtended to ferry
services in other‘Provinces of the Union, npon terms which

wouid indicate that Briiish Columbia could similarly

quality for assistance.
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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 én'the

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

;Lakes.

(TAB 1). British Columbia‘s request for financial

contrlbutlon is fherefore in keeping wwth Canada s flnaﬂCLal

suooort elsewhere.

such

Some examples of capital expenditures alone, towards
& . J '

-

ferry and coastal services include:
$3,351,000 for a ferry terminal'between>3ain£
‘John, New Brunswick and Digby, No&é Scotia (1970).
2, $6,999,000 for a ferry terminal between Saint
John;_New_Brunswick and Digby, Nova Scotia (1971),
3. $15,000,0QO.forgiveness on ﬁhe balanéé‘of a
loan for the acquiéition and cbnstruction of

s

two veésels for ferry services between New
Brunswick and Prince Edward_lsland (1972) .
4. $3;OO0,000 for construction of ferry terminals

for ferry service between Tobérmorey and South

Baymouth, Ontario (1972),

5. $3,000,000 to aid in construction. of an lce«

breaker ferry vessel for Quebec. (It is to be

noted that the Department of Réqionai and

Economic Expension of Canada has contributed a

to-Hf
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further $3,000,000 for +he construction of this = -

C ‘ ' ' Y

. 3 r

vessel. B

4 _ : i
. . ‘ .{f
To date, British Columbia has received no contribution L

. o : ' 5,
whatever for operating expenses or capital outlays for ferry ' S
. . . i ‘441

and coastal services or for terminal facilities.

: " 1t is clearly_evident that in addition’to Canada's

direct LLnanCLal assistance towards such services, Federal

,Crown‘agencies such as the Canadian National Rallway are .
heavily committed to mroviding such services and terminal fﬁ

. o | ‘ , o

facilities. (TAB 2). , rﬁi

‘ el

' ' : ' o o4
‘ Canada’argues in support of the propriety of providing , g;

' ) ) L ) : . . H.. K I

(as opposed to the propriety of providing - N A

such serVLces,

such services for Brltlsh Columbia) on the ground that they

are cither: &
1. Services provided under a Constitutidnal obliga~

tion to. such province; or

‘2.  Services between two provinces and as such are

¥ .
Canada's responsibility as providing inter- i
provincial transportation; or ‘ , : ‘ o4
. . i Rl
3. Services between Canada and United Sstates being {;
X ad'z
international transportation,‘and as such are L
) + ‘ : ) }” ,
: Canada's responsibility. ‘ o A -
'.: o ) . : . o ¥,
' b}
2
.
A N
F . -
£ | I - . .
. .{:?::: . - ’ » 000054
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(1) British Columbia's foremost argument earlier state@,
is that'Canada has failed to’diécha?ge its Constitutional
obligations, which it subﬁits are similar in nature to those
presently being discharged by Canada to the East Coast

Provinces.,

(2) Inter-Provincial Transportation

.+
5

Canada has supported the East Coast ferry services in
the past, maintaining that they are the Federal respoﬁsibility

as. they assist in inter-provincial transportation.

Arr examination of thesé Fast Cbast services indicates

that many but not all are between two points of two different
» provinces. (TAB 3). The size and the naturé'of_the services .
are in many ways comparable to those provided 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.

v
The ferry service between Tobermorey ana South Baymouth
is an excellent example of an inﬁra—provinbial fefry service
that has received substantial financial contribution from
Cénada. This particular service was operated by'ﬁhe Owen
Soﬁnd franspdrtétiqn Company Limited from 1943 to 1969 aﬁd was

subsidized in part by -Canada. In 1969 the subsidy was shared

.

WA s e c—— -
—— e e e
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equally by Ontario and . Canada. ‘During this time, because

of the service's lncrea51nc popularity and because of the

[

potentlal to increase tourlsm to Wanltoulln Island and

other points in ncrthwest Ontario,. Ontario was considering

providing the service, itself. Thereafter, negotiations

between Ontario and Canada resulted in an agfeement between

the Provincial Minister of Transport and Communications and .

the Federal Minister of Transoort.

by Canada in addltlon to the normal Fedeéral shlpbulldlng
subSLdy, in addltlon to the respons1blllty to maintain the

wharf structures, and to malntaln the w1dth and depth of the

channels.

Such an example of Federal DrOVlnClal co- omeratlon is

”~

most encouraglng to British Columbla in its present request

for financial assistance.

(3) Intepnaﬁional Transportation

| In any event, Brltlsh Columbia's Lerry services are
used for transportation to and from points within the
province and centres of'trade and manufacture elsewhere
The fefry sef&ices are also used extensi?ely
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).

— —— s

$3,000, 000 was contrlbuted
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Ekamination of the'increaées 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). 1In fact, examinétion of

the total volume of traffic over the period of the whole

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

in 1971 alohe, rénged from between 5% in the winter months

to a peak of almost 33% 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
respeeting a highway across Canada provided for tﬁe eharing
‘ | The Transtanada'Highway

of costs of construction thereof.

agreement of 1950 contains in its preamble the following:

'"Whereas £he Governments of Canada and the.
province recognize that the completion of

a Tfans4Canada Highway is necessary to assist
in. creating a better ﬁeans of communication -
between all provinces in Canada and in promotlng

the economic develooment of Canada generally,_

on Brltlsh Columbid s-mainland coast, the Trans-

Canada nghway stops at Horseshoe Bay near Vancouver.
On.Vancouver Island, the Trans—Canada nghway runs from
Nanaimo south to Mile O of the highway in Victoria. The
ferry serv1ce between the malnland British Columbia and
Vancouve* 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.

000058 .
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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. 2a proper dis-
charge of Canada's obligations thereunder would have

included assistance in providing such services.

¢
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D.  INTERNATIONAL SERVICES

British Célumbia enjbys no international ferry
services to which Canada has contributed financially.

This service has been left to the private sector iﬁ.both

countries.

. Present inﬁernational férry ser&ices on the‘Wesﬁ
Coast include an infrequent service betwsen Anacortes,
Waéhington, U.S.A., and Sidney, British'cblumbia, operated
b? Washington Stéte Ferries and, a éervice from Port
Angeles,~washington, U.8.A., to Victééié,‘British Coiumbia,

operated by the Black Ball Ferries Limited, a privately—

owned company with its head office in Washington State.

Neither service is adeguate to serve the needs of British

Columbia.

.

By contrést, the East Coast international ferry services

~enjoying Federal financial assistance include:

1. #Ferry services between Yarmouth, Nova Scotia

and Bér Hérbour,'Maine, U.S.A:‘ This.vessel
is owned by the Ministry of Transédrt énd
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.

v

LA

3 St .
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2, "The service between Kingéyille, Ontarid and
Leaming@on, Ontario via Pelee'Island to Sandusky,
Chio, U.S.A. The vessel is owned by Canada's
Ministry of Transporf.and operaﬁéd by the
Pelee Shipping Company Ltd.v The Canaaiaﬁ
) | Trahéport Commission is'proQiding funds in thel
form of an operating subsidy under the Nationai

Transportation Act. . S ‘

on forelgn ferry services to provide such an important and

-

vital llnk .between Canada and the United States of Amerlca,

is .not in the best-lnterests of the country, as a whole.

s

It is also of concern to British Columbia that reliance-
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British Columbia owns angd 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.aéquisition'of'the
ferry services' 24 vessels as of March 31, 1973 was

$69,217,957.00.

The estlmated capltal cest of the serv1ces' terminal

facilities as of March_3l,'l973, was ,9,689,379.00.

In _the year énding 1973, the ferry services carried
'in excess of 8,338,000 passengers and 3,081,000 vehicles,

‘and travelled .over 900,000 hiles;

The statements of Imcome and Expenditure for the

P
b

periods ending March 1972, and March 1973, and March 1974,
'lndlcate a net loss on the. operatlon of the services to the

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

ycar. (TAB 10).

¢

The services are. presently being used to their fullest
capacity and it is clear that acdltlons to ‘the fleet and
modifications to terminal facilities are necessary if the

needs of the people of Canada and British Columbla are to.

" Be served adequately

T «r.\,
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Alfhough the Government 1is 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’kéep pace with-tﬂe

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 nqt'continue to,.nor, it is

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

[

I

P
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by hand

chem er 15th, 1974

Hero to: Ilir. V. L. Haney

+2)
H
O
1
I3
L’*{
[}
=

%
O
o
5
@

Re: B. C. FERRIES

I refer to your memorandun of Hovenber 4th, to
Hrs. Reed concerrning the British Colurbia Ferry SYatHﬂ angd
to lir. Batler's letter te yeu of October 3lst,. '

Three different arge nenus are made by British
in support of its contention that Cancoda “-c ld

Q
i_.J
5.‘
}
L
’J'
[1]]

ride fxnanc*al assistance., These are, respoctivel

rrot, the alleged obligaticrsz that Canada hasg under tha

erme of Union with British Columbia, qa”oaé, its alleged
oblications in respect of internrovincicl and international
transportation and, third, its alleged c¢bligations undor the
Trape~Canada Highway Agrcanent 0: 1850, To dat> I hav: only
had the bencfit of reading British Columbia's msst recent
submiseion and it may well be that there are more cogznt and
subtle arguments to ke made. COn the bzsis, however, ci that
document I do not sce much legal foundation, as distinct
perhaps from what might be ccnsidered a political or a moral
one, for PBritish COlede s claim,

In respect of the constituticnal cbligaticns which
British Columbia says exist, I do not find anything in Tern
4, Term S5 or Ternm 11 of the Terms of Union with British ,
Coluwbia that would lead me to conclude that Canada is '
biigat rd to defray the expenses of ferry service betueen the
nezinland and Vancouver Island. Inceed, it seens te me that
the woxoinq of those provisions is such that onz vwould Infer
that ferry services betuwean cne point in the province and
another in the province have been designedly left out,
ritish Columbia‘s argument with reference to Canada's obli-
gations in relaticn o interprovincial and international
rancport is essentially political. The only guesticn .ark
here being whether it could conceivably be said that th:z
ferries were not a lccal work or undertaking Lut rathor
constituted lines of steam or other ships extending bayond
the limits of the province, ©¢n the information I now have
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this appears doubtful. Neither do British Columbia‘’s preten-
siong in respect of TransCanada Highway Agreesment appear to

be soundly based in law, the manner cf 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 naid 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 liinister of Justice for a formal expression of his views.
For the moment I assume this initial reaction will be sufficient
for your purposcs.

L. R.
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le 9 décembre 1974
~ N - - [4
Note a: M. W. L. ianey
De: Louls Reynolds

A~ votre demande, je vous transmets Tes commentalres
sur lia note préparée par le C.7.C. relativement a ce sujec:.
A. Ternes de 1'Union
C_ause 4

J'al vérifié les informations du C.7.C. TUuant au
service gui avait été éiabli entre Victoria et San Frarncisco
¢t elles se sont avérées exactes. Quant au scrvice entre
Vicvoria et Olympia, il semble bien gu'll n'a jamals cxisté.,

p! >y J

Le C.T.C. fait aussi mention d'une lettire 7u sous-
ministre de la Justice adressée en 1925 au sous-ministre du
Commerce et dans laguelle il est dit qu'il faudrait cue la
législature de la Colombie-britarnigue vote une 1oi = cet efiet
pour que le Canada soit relevé de son obligation de maintenir
le service entre Victoria et a: Francisco.

Il est vrai gue cette ovinion “ut dmise ' .
elle pcurrait s'avérer utile si la Colombie-brita ‘
l'c¢tablissement ou le rétablisscoment des services
question a la clause 4. Mais tcl n'est vas le cas ¥
que le probléme doit plutdt étre envisagé sous 1'a sui
1l importe .veu de savoir si le Canada cerait encore auourd'rui
légalement tenu d'établir ou de mainten:- lecs services nrévus
a la clausc 4. L'important est plutdt de savoir =i iz Colombie-
britannique a raison de se servir de la clausc 4 vour dérortrer
gue le gouvernenent fdédadral cst constitutionncllement chligd
d’apporter son aide financidre a Ztoodération dian service de
terry entre deux points situés dans la province, Je suis
d'avis cu'une tellc déduction est inpossible puisqu'il stagit
de services d'une nature fort différente,

cee 2
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Le C.T.C. affirme qu'il apparaltrait raisormable
que le service de ferry entre Vancouver ot Victoria scit
censidéré comme le prolcngement du service de chemin de fer
tel gue le service du C.N.R. cntre Sydney et Port-aux-Lasques,

Dans ma note en date du 153 novembre, je vous disais
cue Je ne voyails rien dans la clause 11 cgul me pernmetirait de ‘
conclure gue le Canada est ckblicé dlassumer les dépanses _
occasionnés par le service de ferry entre Vancouver et Victoria.
Jtal effectué de nouvelles recrerches & cer égard et je suis .
toujours dfavis cue le Carnada = rempli ltopligation qutil
avait assumée en vertu de cette clause.

O
163]
(]

€s recherches nfont toutefois permis de Jdécovvrir

que le C,P,R. opére en ce moment, trois fois par jour, un
service de ferry entre Vancouver et Nanaimo. Jfai constatd
que la Colombie-britannique avalt passé sous silence 1 fexis-
tarce de ce service qui, a ma connalssance, esi cperdé sous
ltassistance financiére de la province. Il avparaitrait donc
fa.x de laisser croire, comme la provirce le Zait, gutelle
asgume seule les dépenses résultant de liopération de tous les
services de ferry entre 1!'lle de Vancouver ct Vancouver. En
outre, méme si je nc pense pas que le C.P.R. onére ce servica
par sulte d'une obligation constitutiornelle assumée pvar le
Canada, il est intéressant de noter Gue ce service pourrait
raisonnablement &trc considéré comme lc vrolongement des
services de chemin ‘de fer que la compagnrie opeére a la fois
sur la terre ferme (mainland) de la Colombie-britannicuc et .
sur 1*Ile de Vancouver., :
B. Traitement donné aux autres DYOvVinces
ransport interprovincial

Le C.T.C, a raison de dire cue e Conada arpocrite son
aide financiére au maintien des services do ferry entre korden,
P.E.I. et Tormentine, X.B. et Svanev, N.S. et Port-aux-Basques,
N.Fld., a cause diobligations constitutionnclles précises
prévues dang les térmes de 1°:Union prévoyant licntrée de 1fTIle
du Prince-Edouard et de Terre-Neuve dans la Confédération.
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Nov 2 G 1874

Mr, W.L. Baney, MC/

Director,

Policy and Program Review Section,
Federal-Provincial Relations Division,
Privy Counecil Office,

48 Sparks Street,

Ottawa, Ontario.

Deaxr Bill:
RE: B.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 Minigter 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. FERRIEE systen.

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 8Y

M E Butler

M.E, Butler,
Senior Ministry Executive,
Policy, Planning and Major Projects, -
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: The Honourable David Barrett,
« N Premier of the Province of British Columbia.

Dear Mr. Premier:

Thank you for your letter of Qctober 16,
‘enclosing vour. government's éubmission for financial
support fo government ferry services in British

Columbia.

i undefstand that Mr. Robert.Strachan'has
now discussed this with the Minister'of Transport and
that Mr. Marchand has égfeed to look into the matter
further, with particular attention to the clauses in
the téfms 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., Q.C., M.P
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" The Honourable R.S. Basford,

Minister of Revenue,
House of Commons ,
Ottawa, Canada,

K1Aa 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 inveétigation
has now been broadened to consider.assistahée to'other
transportation projects in British Columbia, which night
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.

e /2
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Britigh Columbia, ag You know,

has raiseq
the possibility that there may be some unfulfilleg
constitutional obligations op the federal sjige that

I have asked that these
claims be investigated by my officials,

bear on ferry Services,

They will
provide your office with a Copy of their opinions
- on this subject,.

Yoursg sincerely,

Pierre Elliott Trudeau,

c.c, Honourable J. Marchang

P.Cc., g.c., M.P.

|
|
|
3
!
i’
I
|
|
]
|
,g
|
|
|
|
|
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Transport  Transports
Canada Canada

Your tile Votre rétérence

Qur File Notre référence

November 25, 1974

" MEMORANDUM TO THE DEPUTY MJ& TER

v

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. Bgftler

EGEIVE

NOV 25 1974

OFFICE BF Tya

e4<PUTY
TRANSPORG. -

Attachment

|
¢

1
N
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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-Britannique au sujet de la
demande présentée par cette province en vue d'obtenir une
aide du gouvernement f&déral aux services de traversiers
exploités par la province. A la suite de ces ré&unions,
M. Basford a adressé au Premier ministre une lettre dont
copie vous a &té envoyée et dans laguelle il exprimait
1'avis que, plutdt que de s'engager & fournir des subven-
+ions continues, le gouvernement pourrait offrir de
financer entid&rement un des projets proposés dans l'accord
conclu entre le gouvernement f&déral 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

gui sont proches de la position que vous maintenez depuis
guelque temps. La réponse signale aussi que l'appui
financier aux services de traversiers de la C.-B. encou-
ragerait probablement d'autres provinces d@ demander une

aide semblable, alors que, de fait, nous avons adopté une '
politique de retrait de l'aide fé&dérale aux services de
traversiers intraprovinciaux qui font partie de réseaux
routiers. Enfin, la lettre d&clare gque nous allons bientSt
présenter un mémoire au Cabinet qui portera sur toute

cette question.

Ci-joint projet de réponse & ’

Orijiag Signed by

.G, STONER
0.G. Stoner

9%;H/b %%,gé.
}’Nﬁ

Pidce 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."
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Rignht Honourable Pierre E. Trudeau, P.C., Q.C., M.P.,
Prime Minister of Canada, . S i
fast Block, ‘ - o :

Ottawa, Ontaria. ' '

My dear Colleague:v o L '

' 1]
'

. . IO
Last week 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
the following thoughts on the problem. ' :

British Columbia has requested that the federal govern;'L..
‘ment remit customs duty on its purchase of a Swedish ferry,
waive sales taxes on supplies of fuel 0il, 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. - o

[
t

My Department has agreed to the remission request angd
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. 1In 1966 Cabinet agreed to end all.intra-
provincial ferry subsidies. '

The gquestion 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-lest Transpoxr-.

tation_Agreement, or_some other capital project in‘B.C. where |
Discussions are.-

we could obtain 100% of the political credit.’
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. '

o

House ot Commons  Chambre des communes

[OHETH! : Ciiarwa o
KIAQAB " KIAQAB
) W £
e BN
LX o
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There have.been delays, particularly w1th regard.

to Prince Rupecrt,
cost-sharing formula.’
construct Ashcroft-Clinton,

in obtalnlng agreement from B.C.

on a s
&n offer to develop Prince Aupert, Lot
or some other agreed project,

by ourselves in lieu of ferry assistance would both be a T

positive contribution to B.C.

federal presence with the resulting political credit.

and would ensure a more v1sab;e

your forthcoming discussions with the Premier.

I hope these thoughts may be of some use to you in , }
\
\
\

Y 1‘

cc: Hon. Jean

House ol Commons
(ORFR
K1A QA

~Yours sincerely,

Marchaﬁd

e

Chambre des commu. |c~s
Ond i)
K1A QAB

A {i_
o
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GL/sc

Mr, Roy A, Derrick,

Special Assistant to the
Minister of National Revenue,

Connaught Building,

Ottawa, Ontario, K1A 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
YPosition 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 B.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 Govermment proposes to handle this matter.

Yours sincerely,

ORIGINAL SIGNED BY
John Fairchild

John Falrchild,
Special Assistant.

Attachnent,

000079
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GL/sc

550~11~8

Mr. Roy A, Derrick, NOV 2 2 1974
Special Assigtant,

Office of the Minister,

Reverme Canada,

Connaught Building,

Ottawa, Ontario,

K1A OLS

Dear Roy:

In response to your letter of November 5,
1974, 1 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. Menmbers 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.7.C. on the
particular constitutional issues. Their first look
suggests that there iz no substance to the B.C. claims
on constitutional grounds, 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.
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l Government  Gouvernement
- of Canada  du Canada MEMORANDUM NOTE DE SERVICE
_—N
|— _\ SECURITY - CLASSIFICATION — DE SECURITE
TO
; ' Mr. L.P. McLean, XL CONFIDENTIAL
A OUR FILE — N/REFERENCE
l- j YOUR FILE — V/REFERENCE i
FROM RK.G. Wilson, xppp
DE 4 DATE
L | | November 20, 1974 |

SUBJECT
OBJET

CGSB STANDARD FORM 22d 7540 21-865-6699

B.C. FERRIES

Mr. Butler has asked that we keep vou 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
Mpmorandum. Ignore the recommendations ~ we are pre-

paring a new paper; the April one was not considered by Cabinet.

The constitutional Guestions 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 deing 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.1. Leney

000081
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l Government  Gouvernement 1

ofCanada  duCanada MEMORANDUM NOTE DE SERVICE |

‘;_,\- 1

|‘ _| SECURITY - CLASSIFICATION — DE SECURITE J

10 SECRET J

A ' XL OUR FILE — N/REFERENCE

— - pmsgmmEn 5 50-//8

r— ———I YOUR FILE — V/REFERENCE ‘

— ]

FROM XPPP (G. Leney) , _ |

DF DATE 1

L | - November 19,1974~ |

’ \

SUBJECT . . . :

OBJET Digby-Saint John Ferrv Service f

|

1

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:

l. An agreement to purchase the vessel "Princess
of Acadia™ and to transfer title to the National ‘ 4
Harbours Board of a 52 acre trart of land to ' l
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 (CH).

Last month we went to Cabinet and obtained authority
to sperd up to $10 million on the vessel's purchase (copy of
Cabinet RD attached). We are now preparing to meet tomorrow . i
morning at 11:CC 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 T4
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 |
(2-8016) -. 000082 .
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AN

NOV 18 1974

Canadian TRANSPORT

Commission

- Commission canadienne

~des TRANSPORTS
ttawa, Ontario. ¢
November 15, 1974, ' Aﬁgé‘* 28’!

M | >
dr. K.G. Wilson })/M %%Kiiy«' V&?‘?f __

Senior Policy Advxser -

Domestic, () PWW 0 OFA
Policy, Planning §& @ .’,96 Ow).

Major Projects, _ gfb !
Ministry of Tramsport, A

OTTAWA, Ontario.

Dear Ken,

Re: B.C. Ferfies

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.

The bit of hlstory 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 Machlllan Bloedel lelted
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 mlght
be thought worthwhile, l

Yours sijﬁyrely,

Alan P, Campbell,
Chairman,
Water Transport Committee
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Mr. G.R. Blanchet, , ]
Executive Dlrector
Water Traﬂsport Commlttee.

Capt.
Chief,
Operations & Ins
Water Transport

G.R. McLeod, ‘ .j

pection Division, '
Committee. [

for British Columbia Ferries

. |OURFILE  N/REFERENCE

(DATE

ase for Federal Assistance

A. CONSTITUTIONAL OBLIGATIONS

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

British Columbla did in fact: state that "The Domlnlon

will prov1de an efflclent mail service,

and tw1ce a week between Vlctorla and Olympla the Vessels
to be adapted for the conveyance of frelght and passengers“

On page 6 of the report named above, it is stated that "The

service was never provided by Canadar,

The service between Vancouver and San Fran01sco was

inavgurated in 1873 when a subsidy (Federal) of $54, 000 was

veted.
to $l7 640.

vote was reduced to $5, OOO

to $3,000. at which amount ,

dollars it fe

was held in abeyance while certain investigations were made.

The operator,

Washington,

fortnightly,

by steam communication between Victoria and San Franc1sco,

This is not true.

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

~ Document disclosed under the Access to lnformation Act -
Document divulgué en vertu de la Loi sur I'acgés a I'informatic

NOTE DE SERVICE [

[SECURIT™ CLASSIFICATION DE SECURITE

|
|
|

| SS 701.1
!Youn FILE - V/REFERENCE
!

i
|
!
l
I
.
|
l
l
|

| November 13, 1971 -

|

;.
give or take a few hundred ' ‘

.'.042 . ;



Document disclosed under the Access fo Information Act -
Document divulgué en vertu de la Loi sur l'acgés a I'informatio

-2 -
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

legislatnre'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

{

l

|

. . s . . B
concerning steamship subsidies, which at that time were o
{

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

: . _ ! i
connections for freight transportation, communication,

passenger and mail serVice with international ports. This
again is not true. Between 1892 and 1952, sub31d1es'

totaling $23,236,790-00 were paid by the FederaliGovernment

vto:international‘Services operating from the British
Columbia coast, $2,696,473.00 of this total beingtpaid to
Canadian flag vessels during 1950-51 and 1951-52. - !

Page 7. 2. deals with clause 11 of the Terms of Union, this :
pertains to railways and T 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 g

L S PO

continuation of the rail service in

something along

Basques ferry service being considered an extension of the

I

|

j

[

, |

|

the lines of the C.N.R. Sydney - Port-aux- \
u

[

C.N. Railways 11nk with Newfoundland. l
!

ee.l3

000085




Document disclosed under the Access to Information Act -
— 3 - Document divulgué en vertu de la Loi sur I'accés a l'informatioh

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 out? of
responsibility for the continued subsidization of the
service and not fo? the purpoée of building new terminals.
Page 11. 2. To the best of my knowlédge the Federal
Government has never gone on record as stating that the
support of interprovincial ferry services would be a
federal responsibilitf nor, as in 3, has ﬁhe government
accepted resﬁonsibility 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 ﬁhose of Bordén,vP.E.I. and Tormentine, N.B. and
Sydhey, N.S. and Port-auX-Basques,-Nfldl"The fedéral
government ddes.noﬁ support, financially, tﬁése services
for reasons outlined by the B.C. government to wit. '"they
are a federal respbnsibility as they assist iﬁ interproVin—
cial transportatiop" but rather they are supported because
of constitutional obligations provided for in the acts of
univn betwen Canada and the provinces of Prince Edward

Island and Newfoundland.

R
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Page 13. The reference to the Tobermory - South Baymouth

service appears to contaln errors. It was not my under-

standing that the Ontario government approached the

the "1ncrea81ng popularity and because of the potentlal to

increase tourism to Manltoulln_Island and other points in

Northwest Ontario®. T was of the opinion that the federal
government, in line with its policy of having provincial
governmeﬁts assume responsibility for>intra-provincial

services;

did the approaching, and, with'the culmination of

several federal prov1nc1al meetlngs belng the "buy out” by

the federal government for the sum of $3 000,000, its

responsibility for continued sub51dlzat10n of the service.
Page 14. Even with the play on words in descrlblng the

Terry serv1ces provided by British Columbla as inter-

provincial, I Still have not seen on record any federal accep-

tance for responsibility to assist 1nter

~prov1ncial ferry :
services.

TRANS~CANADA HIGHWAX

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 government shares

in the cost of construction of the Trans Canada Highway, is
i1t not also obllged to share in the cost of the ferry serv1ce

linking two portions of the hlghway°

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



Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur faccés g linformatic

o : . _ ' - 5
M
construction, using for road links these existing ferry

service which were in operation at the time. There was

no cry from the prov1nce at the time the T.C.A. was

in office then.

D. INTERNATIONAL SERVICES

|
|
!
t
[
: completed, but then again, there was a different government
{
|
|
[
!
l

, ihe reference on page 18 to the Pelee Island serv1ce belng

an international one is of course correct however the

error is that the international aspect of the serv1ce is

governmenus,

i
{
i
[
': not sub31dlzed by elther the Iederal or prov1n01al
; one might even go so. far as to say that the
| 4
[
n

international link of the service does in fact subsidize
the federal government in as much that were it not for

the revenues reallzed from this part of the serv1ce, the .

federal sub51dy would indeed be hlgher.

I have no argument concernlng the 1nternat10nal aspect of.

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

Appendix 1

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

year or fiscal year under the heading
'l. Steamshlo subventlons

here are the Water Transport Committee's figures* for, what

It hlnk, are thc years in questlon *Net Subsidies
l@éB—éC - 1969-70 1970 71

1971-72 1972-73
$12, 135 56L.70 $13,129,234. R3 $5,936,529.35  $6,262,960.46 $6,795,452.75

Crants - 1973 $3 000,000 was indeed pald to the Ontarlo

[

{

- government but not for the purpose as outlined in thlS
l ) .

| appendix.

!

1
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I

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

!
1967—68 The figures showing subsidy to Halifax - St. John's serv1ce
' | in this year represent the net subsidy after recapture the
gross subsidy was $267,500. | . f
1968-69

Subsidy to Carmanv1lle - Fogo service should read $40,000. OO.
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 a net
subsidy.

Appendix shows a subsidy of $95 600 paid to the

Montreal - Botwood service. There was no subsidy paid to«!

this service in l969~70 "~ I think B. C needs a new addlng

machine. The total subsidy shown for 1970 is $13, 204,113

By adding the figures for ‘each service 1t ‘'shoulgd 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 onz.

$13,229,493.35.

The correct total is now

1970-71 Once again the appendix shows a net sub81dy 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
Jurisdiction of the C T. C |

4
G.R. McLeod

i
I
'
\
'
!
I
[}
!
]
1
|
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" Canadian TRANSPORT
Commission

Commission canadienne

des TRANSPORTS

“itawa, Ontario, =7 '
November 13, 1974, ;7 s . |
S ‘;,,:ﬁ_;}

PASE
. K.G., Wilson, ™
Senior Policy Adviser -
Lomestic,

Policy, Planning §
vajor Projects,
Ministry of Transport,

UTTAWA, 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 ‘ J
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 fedsral water transport subsidy A
payments (federally-supported ferries across Diefenbaker
Lake, perchancel),

As you have noted, the provincial submissions S
ceataln some errors. - The §3 million paid to Ontario in - !
consideration of che province as g

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

nformzd that this was

bt

ass

onsibility for support of the

i 1hy
i

"aoinclal governmeat was explici
@ <ase, The $b million paid thas

sarallel situotion. The province took ove
or five services and the amcunt was larce
¥ because the obligation as: v
LU BT, The British Columbia submission in res

l
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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,
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", If, as 1 infer, "responsibility'" means |
sponsibility to subsidize, then I submit this is demon-
rably untrue. (Of course, in respect to safety and o
vigation the vessel is under federal jurisdiction when i
perating in Canadian waters, but that is another matter).

I 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 o
suggest tnat this is an exception to the overall policy (and, I
in my personal view, an impediment to the development of sound '
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The British Columbia submission cites annual losses
of the order of 510 million, and I believe this is also an
erTorT. I have seen a recent set of B.C. Ferries accounts and, -
while it is true the accounts show a nest cash deficiency of
about $10 million,my analysis is that about $8 million of the
510 million covered capital expenditures and that a true .
accounting would have shown a much lower loss. I might add,
as 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
large volume, a very modest increase might put the system int
a profit position. o

I think you will agree that we have been clearly
successful in transferring ferries deemed to be provincial
responsibilities to the provinces concerned,. There are, in
wy view, only three such ferries which remain to be traiis-
erresd, and I have no reason to doubt that these transfers
2111 eventually be made. I do not include the so-called
wewioundland coastal ferries in this transferable category
pooavpse of their functional relationship with the Newfound- ;
Loiu coastal steamship services for which the federal govern- /

.t assumed responsibility under the Act of Union of 1949,

C
S

[
T
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. Stlll'lé»a tentative ye@n, it is ny view that if i:;af“
cecided to react to the British Columbia submissions in ! oV
itive way, very serious consideration should be given to' pa;ﬁﬂ‘
ferring a sun, Perhaps quite a large sum, to the province g5t ¢
nsideration of the provinc )

e formally releasing the federal

’él..:‘}“ I
nment in perpetuity from any constitutional obligation - .,ﬁf{w
spect of services to San Francisco or Olympia, Washington, %3

cturther providing that the fadsral government has no 3
obligation in respect of the Trans-Canada highway water link
between Horseshoe Bay (near Vancouver) and Departure Bay ' o
{(near Nanaimo).

Alan P, Campbell,
Chaimman,

Water Transport Committee,

t
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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 o |
argument to the legal position raised in the Province's , ' |
brief. Can you advise if this is being, or has been,
done?

Yours sincerely,

rick, ,
Special Assistant. o

Connaught Building  Immeuble Connaught
Ottawa Ottawa
KIA QLS ’ KI1A OLS

‘ 000093
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MEMORBNDUM 70 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 ﬁas 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 responge 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, Butler
Attachment
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I think Mr. Basford has a
point - none of the B.C. projects
seem to be going anywhere except

study route.

2. Mr. Butler
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@ Mr. 0.G. S téy(r‘ DM Observations

For your information
Pour votre gouverne

Per our conversation
Selon notre conversation

D Approval
Approbation

Discuss with me
Discuter avec moi

Take appropriate action
Prendre les mesures

L,
appropriées

REMARKS:
REMARQUES:

B.C. FERRIES

The agreement in principle signed
with B.C. makes 1007 financing impossible
now - unless we want a complete Federal/

Provincial breakdown. ;Z ; ?
WLl _/ ;
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© SUBJECT B.C. FERRIES |
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i

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 one of |the projects proposed in"
the Federal B.C. North-West Transportatlon Agreement in order to
obtain greater federal government visibility in some program in
the province. You will note that the Deputy Mlnlster considers
the suggestion has considerable merlt.

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.

Mfﬁ"

m |

| -~ RECU
| wov & 18W

Adm! m,‘t'ator,' Maring,

l Admml.,t amur, Eau

R ‘i

. < TN el RECEIVED
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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 KlA 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
assigtance 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?

.../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 sexrvice,
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,
Qriginal Signed by

K G, WILSON
K.G. Wilson

Senioxr Policy Advisor -~ Domestic
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Policy, Planning and Major Projects

cc: DSM
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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. Baney:

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, eloguent 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.
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To get this underway, could we have your advice
respecting the constitutional issues which have been raised I
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. l

Yours sincerely,
Original Signed B ,
M.E. Butler ™

M.E. Butlex
Senior Ministry Executive |
Policy, Planning and Major Projects

Attach.

cc: Mrs. Louise C. Robinson l
Mrs. Barbara Reed

000101
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Our File Notre rélérence

Mr. W.L. Haney
Director '
Policy and Program Rev1ew Section
. Federal-Provincial Relations D1V1510n
Dr:Lvy Council Office.
48 Sparks Street
Ottawa, Ontari
I
Dear Mr./H ney:,

s

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 meetlngs 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 alao 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 1tted to the Prime
Minister and Cabinet.

@
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 respecting the constitutional issues
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To get this underway, could we have your advicev
which have been raised
by Mr. Barrett.

: : have your letter of August 21, 1974 to Mr.
Stoner, and I hope that the actlon proposed above is a

good lnterlm response.

Yours sincerely,

M.E. Butler
Senior Ministry Executive

Finformation

|

Pollcy, Planning and Major Progects‘

Attach. B g o .

cc: Mrs. Louise C. Robinson
Mrs. Barbara Reed
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October 24, 1974.
¥ 1
g ,rx. p Tﬂ r'
' R fm»u_q/’ ' -
MEMORANDUM TO THE DEPUTY MI[\{‘I;}"'E/ JooaeTes 1m
£ ”j’ )

. _ !  RECEIVED
B.C. Ferries [[—

[N

‘Mr. Marchand met with Mr. Strachan, the B.C.
Minister of Transportation and Communicatio:is 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 whlch 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 n our Memorandum- to
Cabitiet 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.

ﬁfw—%<ﬁj:7 ' N . 3:”@4@
M. EJ?tler A

cc - SADM _—
AMTA, ASTA ~ S e
Place de Ville ‘ ]
Ottawa : . ARAEN RS VL

K1A ON5 : : : LT e



e e sy, A wac RARTTAEEETT

"

it 4

BRI‘ZF‘ISH VCOI.JUMB'IA‘-S susyzlssxom |
FOR

FEDERAL F’INANCIALV SI.IPPQRT' |

TO

| GOVERNM#N@‘ FE‘PR‘X SER.V_ICES'

IN

BRITISH COLUMBIA

PJOLUIIICIIL RiaRims=—
Document divulgué envertu

de la Loi sur 'accés @ finformation

i)

>

K

000105



sl e o s - ... Document disclosed under the Access to laformation Act ;
Document divulgué en vertu de'la Loi sur ['accés & l'information

i Ny
¥y
i
i
i
|
i
)
i
{
.
H
i
i
14
i
i
i
P
1
I
1
¥
H
§
13

B AN,

1

fo d

aaasingid

R
x M -
Lo-‘.'i.;‘ni
v
»

Lo

I. INTRODUCTION

e

PR )
2
!
4
Ly o
3
K
.
1 v
i
’ 1.
e
i
’] sl
o) ._,‘
i
i
;
wes

prearowenyry
s

: o . S - R - 000106




Document disclosed under thie Access to Information Act -

- et et e et S v o st s <o - DOEUMENE divulgué ey verty. de Ja Lof sur ['accés @ Linformation.
. - [ ' .
i |
.3 . - 1 - -
i
H
!
L
L
!
-
}
;‘ : *
%
i i
- . _ - . S
i . . . . . . .
: It is British Columbia's submission. that Canada
éuﬁ has not since the time of Confederation fulfilled its
o ' obligations to provide financial assistance for a
K reasonable and adequate ferry system necessary for freight
transportaticn, communications, and passenger and mail
! service, to Vancouver Island and the othexr Islands off
- . . - . + N N .
- the West Coast of the Canadian Mainland.
i
T . -~ It is the Province's view that Canada's obligations
‘ to provide financial assistance towards capital expendi- -
B tures and operating costs of such ferry services, many of
- which are now provided by the Province, can be found to
e exist on several legitimate grounds. This submission seeks
; to highlight some of these grounds. .
.
i
S
I
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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 Coldmbia, and the Stikine territory) from

- the time of first colonization through to Confederation

with Canada. E

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, B
Richard Blanshard was appointed the colony's firsthoverncr}
shortly thereafter, and was followed by the arrival of the !

first colonists. Settlement of the colony was slow and it

remained largely a fur-~trading extension of the Company. .

In 1852, the discovery of gold on Queen Charlotte‘s i
Island led to the extension of Colonial Government there.
James Douglas, Blanshard's successor, was commissioned

Lievtenant—-Governor of Queen Charlotte's Island. - o

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 néw

colony became. established on the Mainland. - o )

N,

' 000109
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In 1862, the,Stikine rerritory, to the North‘of the

Mainland Colony ‘of British Columbia,'became attractive to
those searchlng for gold.
of the Malnland Colony became furtner extended to 1nclude the

Stikine territory.

as they are known today, became establlshed.

Following his appointment as Governor of the Mainland

of British Columbia, Douglas governed the colonies until

1864, 1In 1864, separate Governors for Vancouver Island

and British Columbla were aonomnted allowing the colonles

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

. .
adverse financial conditions and pelitical shrae

merger of the two colonies was consummated.

It is important to bear in mind that this union of

the colonles on +the Pacific West Coast was concluded in an

n British-American Colonlal hlstory, when the view of

era i
the Colonlal Office was strong in urglng reglonal unions

of colonles, thh.the ultlmate object of Confederatlon.

was ev1dencod in another context by the’ obv1ous Colonldl

Office suppOrt of the Lieutenan
in his efforts to effect un

New Brunswick
Coast. As history bears out, the
in September of 1864 was calle

a3 union of colonies.

The result was that the boundarles

Thus, the boundarles of Brmtlsh Columbia,

t*Govelnor of New Brunswxck,

and Prince Edward Island on the Atlantlc West

[
|
|

Charlottetown Conference‘

!
However, the Atlantic Colonies® efforts

1
!
1
i
i
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ion of the colonles of MNMova Soot%a,

.o . [ .
a spec1f1cally to consider such
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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.
’ N . : \ ’ .
The union of the colonies on the West Coast did little

more than establish one Government. The financial conditions

of the member coloniés'remained_thevsaﬁe.-'Transportation and
‘cbmmunicationé indicated a ﬁétu;aivfoute to union with the

United.States. On the oﬁher.hand,.poliéicél tendeﬁcies.and
~common heritage favoured the union of the new- colony with the

Provinces of Canada. ‘Ultimately, the Cahada route prevailed,

ke JeS el

A L .
na e new

™~
Lans

Q

1 - £ Dt LS~ V.l IREPUUS SR S U SO ~ ot I TR, ST,
50Ny OX British Columbia JOois ed Confederatioi

|

on July 20, 1871.

It is important to.remember that, whéreés the union of
the Maritime Colonies, urged by the Colonial Office, was
‘concluded in Confederatioh with the other Provinces of

Canada by each colony entering thereto as a sepaiate

entity,'the union of the colonies Of_the West Coast was
concluded before joining Confederation.,

By accident of history, the Maritime Colonies entering

e 3 e ot e .

Confederation as individual colonies rather than united (as

- npm ey 32 s et T

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

H
{
WO EY
s
i
.

for ferry operations than has British Cblumbia." : Pk
000111 ¢
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THE CASE FrOR FEDERAL ASSISTANCE

FOR BRITISH COLUMBIA FERRIES
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A.  CONSTITUTIONAL OBLIGATIONS =~ = - . - . :

The Terms of Union of the Colony of BritiSh_Columbia'

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

: conditions of the union were framed in a manner recognizing il
X that British.Columbia was isolated from the other provinces §
3 . . ) . . R + ;
i s . _ o : i
’ of Confederation, Because of this exceptional geographic - L
§ circumstance, assistance by Canada was to be given for the |
i . ' o : ;
| provision of. freight transportation, communications, '
i passenger and mail service, from.the other Provinces of £
. : ‘ o - : &

: Confederation,; not only to the British Columbia Mainland, ?
i : o ' : :
. . but to Vancouver Island. The object of such assistance was ik
H to suppert and promcte the cconomic development and growth 3
| : $
of the new West Coast Province, and to strengthen Confedera- ot

z | . . | - g
i tion by extending Canada's influence from Coast to Coast. : ;g
‘ _ . v - S i3
i - : Ces . . ' P - o s
! : 1. Specifically, section 4 of the Schedule of the . : 5
d ) . _ X X .. ' LS
. Terms of Union of British Columbia becomes more obvious in K
1ts intent, EE

: 1

R } #
d ‘"4, The Dominion will provide an efficient mail - !g
. . . . T z‘

‘servicé,vfortnightly, by steam éommunication
between Viétoria and San Francisco, and twice 

a week between Victoria'and Olympia; the vessels
to be adapted fbrvthevconveyénée of.freight_énd

passengers,"” -
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It is readily evident that one of the conditions of
British Columbia's entry into Confederation was to mein«

tain lines of communication and transportation between

Victoria, as its Capital, andrtheeMainland continental

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 provideva ferry service,

twice weekly, between Vancouver Island and the Washington.

Malnland was a further example of recognlzlng Brltlsh
Columbia's concern for the development of the West CoasL

Province at the time of Confederatlon,
The service was never provided by Canada.

At the same time, the benefits of‘Canada‘svpfoviding
sucheservices 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

Docume%dlsclosed under the Access to lnformatwn Act .
“Document dlvulgue en vertu de Ia Loi surlacces a Imformat:on
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connections for freight transportation, communication,

passenger and mail service, with international ports.’

It is therefore British Columbia's submission that
Cenada s obllgatlon undexr sectlon 4 of the Terms of ﬁdlon
has never been dlscharged Because of Canada‘s fallure_
to initially provide such services, further logieel.
development Ofithe services to an acceptable present-day
level, has never been_the‘privilege of British Coluﬁbia.

2. - Moreover, the. further ﬁndettaking of Canada by<
clause 11 of the‘TermS of Union to,prdvide.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. _ . 0 3 , o . .

"11. 'The Government of the Dominioh undertakevto'
secure the commencement 51multaneously, w1th1n
two years from the date Qf the Unlon, of the
construction of a rallway from the Pac1flc
towards the Roc?y Mountalne, and from sueh
point as may be selected east of the Rocky

'Mountalns, towards the PaC1f1c, to connect
the seaboard of Brltlsh Columbla w1th the
ra11w¢v 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 and Canada about a raiiway érosSing 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 important.

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 capital

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

’.

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.

scrvices to connect the capital of each of the provinceé

of the Union, would be indicated.

Document disclosed under the Access to Information Aci T
Document divulgué en vertu de la Loi sur I'accés & I'informiition
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3. By the Terms of Union, Canada has'pledgedlto treat
all provinces in equity; and provide to British Columbia

such services as are provided to other Provinces,

PR

Section 5 of the Terms of Union of British Colﬁmbia
with Canada'provides that Canada uhdertake.to assume and
defray such charges for sefvices‘which_appertain tovthe 
General Governﬁent, and "such further charges as may be
incident to and coﬁnected with thé serviceé'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 covenént to ﬁreat.British :
Columbia in the same manner as other pfovincés, Cahadd has
not extended to British Columbia the benefit of federal
support for ferry services £hat.itvhas extended to ferry
services in other Provinces of the Union, upon terms which
wouldlindicate-that Britisﬁ Columbia could similarlyv

quality for assistance,
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B. . TREATMENT GIVEN TO OTHER PROVINCES gf
| | - | ¥

Canada is presently heavily supporting financially, and i_:

has done so forvsome years, in the maintenance, Operatidn ;;,
and capital outlay of ferry and coastal services dn the %“
Atlantic Coast, the St. Lawrence River, and on the Great %Pﬁ
Lakes, (TAB 1). vBritish.Columbia‘s reqﬁest for financial . %?;

| contribution is therefore in keeping with Canada's.financiélv %;j
support elsewhere. | ?j

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 foxgiveness on the balance of éw.

loan for the acquiéition and COﬁstruction of

two vessels for ferry services between Néw

Brﬁnswick and Prince Edward Island.(l972){ f

4, $3,060,000'f6r cons£rﬁctidn of.ferry termihals : iv

for ferry service between Tobermorey and South

Baymouth, Ontario (1973), v
5. $3,000,000 to aid in construction of an.ice*v ¥ %&
breaker férngﬁessel for Quebéc. (It is to bé 5 ‘?J
'gﬁx\noted that the Department ofAReqiénal and . A  k ;ﬁ
| . Economic Expension of Canada has chtributed'a o '?1

000118
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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 expenses or capital outlays for ferry

and coastal services or for terminal facilities.

‘It is clearly evident that in éddition to Canada's
direct finahcial assistance towards éuch-services; Federai
Crowﬁ agehcieé such as the Canadian National Railway are
heévily committed to providing such services and terminal

facilities. (TAB 2).

Canadza argues in support of the propriety of providing

such services, (as opposed to the propriety of providing

such serxvices for British Columbia) on the ground that they

are either:

1, Serviéés provided under a constitﬁtionai‘obliqéf
.Eigg‘to such pfovince; or-

2, Services between two provinces and as sﬁch are
Canada's responSibility as providing'inter*_

provincial transportation; or

3. Services between Canada and United States being

international transportation, . and as such are

Canada's responsibility.

- 000119
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(1) British Columbia's foremost argument earlier stated, A iéﬁ 4
is that Canada has failed to discharge its Constitutiohal g f

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

presently being discharged by Canada to the East Coast.. o .
Provinces. : ' . ' _ ' o . S : %;:*'
- | %
(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 transportaticn.

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 o

between two different points in the same province. -

The ferry service between Tobérmorey and South Baymcuth ok

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

T WA ETIE, FALE fae GREPNT STHE T

Sound Transportation Company Limited from 1943 to 1969 and was

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

P pam ity o

-
AR k-.—-ﬁ n
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equally by Oﬁﬁarié and Canada. During this timé, because
.of the service's increasing popularity and because of thev
potential to increase tourism to Manitoulin’Island and
other points in'northwest Ontario, dntario was considering
providing the service; itsélf.i Thereafter, negotiatiéﬁs

Detwoen Ontario and Canada resul ted in an agLeement between

the Provincial Minister of Transport and Communications and

the Federal Ministéi of TransPOrt.' $3,000,000 was contributed
by Canada in addition to the normal Federal shipbuilding
subsidy,}ih'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 enrouraalng to Brltlsh Cclumbia in its present request

“forx flnanc1al assistance. _ -

(3) Internatioﬁal Transportafion
In any event, British Columbia{svferry services are
sed for fransportation to and from pointé within the
province and.cehtres of»tradé and manufécture elsewhere
in Canada. The ferry services are aléo uéed extensively
for tourism during the summer months by other Canadlans.'
R“COLdS indicate Lhat the annual volumes of out—of prov1nce

vehicles have rlsen sharpl y during recent years. (TAB 5).
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Examination of the increases in the total annual

az

T

traffic volumes using such ferry services would indicate

kN

R PR
SR

TLSW

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

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

o
e | ’

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

ki

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

g

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

o E

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 Governmént of British Coiuﬁbia
respecting a highway across Canada prbvidedvfor tﬁe sharing
'éf costs of construction thereof. The Trans—cénada ﬁighway

agreement of 1950 contains in its preamble the following:

"Whereas the Governments of Canada ‘and ihe
province recognize that the completion of

a Tfans—Canada Highway is neéesséry to assist

in creating a better means of coﬁmunication
between ail pro&inces in Canada and in promoting

the economic development of Canada generally;"

on British Columbia's mainland coast, thé Trans¥
Canada Highway stops at HorseshoekBay-near Vancouvef.
On Vancouver Island, the Trahs~Canada Highway runs from
Hanaimo south to Mile O of thevhighwayiin.victoria.~ Thé
ferry service between the mainland British Columbia and
Vancouvér Islénd cgnnecté these twd terminéls-of the Trans-

Canada Highway. ATAB 8).

I

rt

is British Columbia's position that this ferry

matvicg 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
Coaqt 1nclude an 1nfrequent service between Anacortes,‘

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

: by Washlngton State FerrJes and, a service from Dort

Angeles, Washlngton, u.s, A., to VlCtOIla, Brltlsh Columbla,

operated by the Black Ball Ferries Limited, a privately-~

‘owned company with its head office in Washington State,

Neither service is adeqﬁate to serve the needs of British

Columbia,

By contrast, the East Coast 1nternatloﬁal ferry services
enjov1ng Federal flnanc1al assistance 1nclude. |
’l. Ferry serv1ces between Yarmouth Nova Seotla
and Bar Harbour, Ma;ne, U.S.A,' Thls vessel
_isiewned 5y the“Ministry of Transportiand
operated by the<Canadian-Nationel Railway;‘
Its operating deficit is cerried by the
: Ministry of Trehéport'and its operation is

financed by Federal-Provincial agreement.
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2, >The service betweenbﬁingsville, Ontario and
Leamington, Ontario via Peleevislénd to Sandusky,
Ohio, U.S.A. The vessel is owned by Canada's
Ministryvéf Transport and oéerated by tﬁef
Pelee Shipping Company Ltd. The‘Canadian |
Transpdrt Commission is'providiﬁg 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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IV. BRITISH COLUMBIA FERRY SERVICES TODAY
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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 Islénds.'(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 cost 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 andv3,08l,000 vehicles,

and travelled over 900,000 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'thé

people of British Columbia in excess of $10,000;000.00 each
. ) ’ :‘ . Il ) . e .. *\
year. (TAB 10). - | : .

The services are pfesently béing ﬁséd to their_fullest
' cépacity and it is clear that additioné to the fleet-and
modifications to terminal facilities are necessafyfif the
needs of the people of Canada and British Cdlumbia éré to

be served adequately.
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Although'the.Government is presently making a
substantial financial commitment to meet the forecasted
crises iﬁ marine'trénsportation, the new adaitiéns_tq the
ferry fleet may not_be ready uﬁtil.l976; There is nol
assurance that the additions will keep pace with the

demand for service.

In the interim, there is the attendant delay and
inconvenience to passengers using an already over-

utilized service.

If_British Columbia and Canadé are“td discharge
their obligafionslimpartially and adequately to meet the
énticipated.increases in traffic pfovincially; nationally,
.and internatipnally,»large capital expenditures are

foreseen.

British Columbia can not continue to, nor, it is

submitted; should it meet the burden Jof such costs alone,
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Federal Ministry of Transport Expenditures
on Ferry and Coastal Services

1969 1970 1971 1972 1973

A. Surface Transportation Program- N
1. Operating - © . $22.03M $21.8IM $33.00M $35.26M $41.34M
2. Capital 10.08M  9.55M  7.90M 25.75M  4.46M

3. Grants o n.a. n.g. = cGeee— 0 ———ee 7 6.00M

$32.11M $31.36M $40.90M $61.01M $51.80M

B. Canadian Transport Commission
1. Steamship subventions S o o -
' (subsidies) _ $12.2M - S13.2M '$6.0M $6.34 " § 6.9M
TOTAL EXPENDITURES - $44.3M  $44.6M  $46.9M . $67.3M  $58.7M
(2) Steamship subventions include both vehicle-passenger ferry services
and coastal shipping services. A list of these payment is
contained in TAB 3. o :
Capital expenditures includes:-

1970 -~ §3,351,000 for Saint John, N.B. - Digby, N.S. ferry teminal

1971 - $6,999,000 for Saint John, N.B. = Digby, N.S. ferry temminal

1972 - $15M write-off of loan balance for acquisition and construc-
tion of two vessels for N.B. - P.E.I. ferry service.

Grants - 1973 - $3M to Province of Ontario to aid constructlon 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 $3M for this vessel)

Source: Public Accounts, Government of é;;;;%::::::>
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STATFMFNT Or ADDITIONAL AID

PAID IN ‘SUPPORT OF ATLANTIC REGION TRANSPORTATIO\I_

Fiscal Year Endlng March 318"

1969 1970 1971 1972 1973
1. MJF.RA. $13.9M  $14.6M $14.0M  $13.1M  $13,0M
2. ARF.A, . = 4,44 2,84 6.9 . 11.4M

‘Total freight subsidy $13,9M $19,0M $16.841 $20.0M $21.4M

M.F.R.,A. ~ Maritime Freight Rates Act
AF.R.A, —~ Atlantic Region Freight A5515tance Act

N,

~mts,; Governmew- of Camﬂﬂ

I(a.) The mxa—reglonal subs:Ldy ga_m to the railways and truckers
. under the M.F.R.A. and A.R.F.A. is currently being phased -

out, roducmg each year by 2 1/2%. The current rate of
as L;tance is 17 1/26. , '

(b) A study was completed early in 1973 of the mtphca’cmns
of changes in the westbound subsidy being paid under both
acts. The current rate of assistance is 30%,

e h e ent v £ttt s a5 s _on oo DOCUMENt divulgué en verty de la Loi sur 'accés ¢ linformitio
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Payments to CNR for operation of East Coast
ferry services (from Surface Transportation Program)

' For years ending March 31st.
1969 -~ 1970 . 1971 1972 1973 -
Payments $22,03M $30.05M $33.90M  $37.35M $44.63M

Operational deficits contributing to above fj_.cjures:¥
(a) Newfoundland $16,5M  $16,7M  $15.4M
ferry & o '
- temminals -
(b) P.E.I. - 4,8M 5,0M 6.0M
ferry & ) ' '
terminals

{(¢) Yarmouth - ' c.AM = 0.3M . 0.4M
. Bar Earbour, S

Maine ferry

Total : S
- deficits - C$21.7M $22.0M . $21.8M

(@) From 1970-71, financial assistance for onera-tiCn of Newfoundland
~coastal steamship services was paid by MOT through CN J.nstead
of direct from the CTC. Payments were:

$6.8M (1968), $7.7M (1969), $7.24 (1970), $10.8M (1971)

source: {Public Accounts, Covernment of Canada

e T

=

PANE-Y

i -

o

s AT L 42 SLCE AT T ot I A s el
£

N ey




Subventions Paid For Coastal Steamship Services

T A e T

" By the Canadian Transport Commission

VWestern Local Services
e ——

Service between:
Gold River and Zeballos BC (MNootka
Sound Service Ltd) cveeecvrrencerncons
Vancouver & northern British Colubia
ports (Northland Shipping (1962) Co
TEQ) i et revesoenscasessananananennna
Varicouver & west coast of Vanoouver
Island BC (Northland Navigation Co

Ltd)o-o-now---o-oap-ooc»oo'-e"o-oetn

‘Eastern Local Services

Service between: - :
Burnside & St. Brenden's Nfld -
(Michael Ryan) seescevresevsscrancnses
Carmanville & Fogo Island Nfld

Cobb's Arm & Change Island Nfld
(Chaffey's Shipping Litd)...eevenvivon
*Dalhousie NB & Miguasha Que
(Palhousie Miguasha Ferries Ltd).....
® *Grand Manan & the mainland NB ,
‘ (Coastal Transport LEA) cveveeeeeves o
Greenspord & Badger's Quay Nfld

(William Pickett) cuvveeeesncscensnnns
Halifax NS & Cupids Nfld
(I{BDa“Je Ltd),..‘ ------- terecvor sy

Halifax NS & St. John's Rfld (summer)
(Newfoundland Canada Steamships Litd).
Halifax NS & St. John's Nfld (winter)

Ile-aux~Coudres & Irs Eboulements Que
(La Cie de Navigation Cartier ILtee).,
Tle—awr-Gruss & Montmagny Que (summer)
(Paul-Eugene Lavoi€) cucveveesnennnens
Ile-awr-Grues & Montmagny Que (winter)

- (Albert Vezing) cvueseoeecoeasasessosa
ITles de la Madeleine Que & Montreal
Que (Ia Cooperative de Transport

0 Maritine et ACrieN.seesscreonssoeesas

(Fogo Transport ' ) I

(Newfcundland Canada Steamships Ltd).

1968

1969

100,000

28,940 33,480
270,000 393,800
130,000 130,000

14,500 15,000
27,500 45,000
17,500 10,750
37,500 37,500
259,000 259,000
53,750 27,000
40,000 40,000
193,638 - 281,500
70,000 -~
35,000 70,500
6,500 9,000
1,700 1,700

130,000

1970 ‘

33,480
341,294

126,070

15,000

45,000

10,750

31,500 -

259,000
27,000

60,000

285,000

44,000
9,000
317

130,000

1971

50,000
503,000

190,000

17,500
50,000.
13,750 .
26,500
259,000
30,500
70,000
,275,000
44,000
9,000

130,000

cena2
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1968 1969 1970 1971 1
: ” ‘ |
Eastern Local Sexrvices ' : - . ' . !

Service between:
Tles de la Madeleine Que Cheticamp
& Halifax NS (La Cooperative de A B o
Transport Maritime et Rerienj........ - 35,0000 35,000 - 35,000 26,000
Montreal Que & Botwood Nfld (Gulf

Wﬁ iamg,,bh” y

POrts Steamship CO LEA) se.eeeaeonsess 95,600 95,600 95,600 |~
Montreal to Corner Brook & St. John's o .
Nfld {(Clark SteamshiDsS) cceseasscenses —— o~ 1,251,626 1,286,371

Montreal Que, Rimouski & north shore

ports Que (La Cie de Transport due _ L : . -
Bas St. Laurent Ltee)..cieerneans ...« 50,000 770,000 860,000 732,000
Montreal Que, Rimouski & north shore : '

ports to Blanc Sablon Que (New Contract)

(La Cie de Transport du Bas St Laurent

ity
- i T

M

e
T T e s £ o, Sy s
o By S s g

LEGE) v oeeusoveorscnscnsenaososnsnnse C— - 183,000 - =

Mulgrave, Canso & Arichat NS (Langley . -

Shipping Ltd) eeeeesaon. cereevaenseeas 52,400 p— e e , i
Owen Sound, Manitoulin Island § . S i
eorgian Bay Ont (The Owen Sourd ' o - o '
Transportation Co. Itd.}..eeveeeves.. 185,700 213,735 49,620 ——

® Felee Island and the mainland Ont _ _
(Pelee Shippoing Co.Ltd)..eevivacesoes 88,695 88,695 88,695 - 88,695
*Pictou NS, Charlottetcwn PEI & Iles ‘

/' I’TT‘ A . 3
Cde la X 3010133 Cue {The Magdalen . _ o |

Islands Transportation Co Ltd)....... 304,160 389,900 389,900 406,000 1
Portugal Cove and Bell Island Nfld o ' A : '
(The Newfoundland Transportation Co ‘ o i :
ive ) N sevessssenes treresseasees 267,325 265,234 262,543 298,684 B i1 |
Prince Edward Island & Newfoundland ‘ _ o oy
(North Shipping & Transportation ILtd) 108,600 102,900 102,900 102,900
Prince FEdward Island & the north . _

shore of the St. Lawrence River Que. _ ' . i
(Reginald S MacDonald) cvevseeveseesss 35,000 35,000 —

*Prince Bdward Island & Nova Scetia o S S
(Northumberland Ferries Itd)......... 870,699 912,624 1,086,151 1,070,000
Quebec, Natashquan & Blanc Sablon Que . ‘

(Lz Cie de Transport du Bas St, : L
Lanrent THEe) eeeevenesescncssannnasss 430,000 v e e
Rimouski. & north shore ports to Blanc : -

" Sablon Que (La Cie de Transport du v : : ,

Bas St Laurent Ltee).cicisssessaanese 290,000 e e
Riviere~du-Loup & St. Simeon Que ' :

(La Traverse Riviere-du~Loup—St S : _
Sim=on LEe®) s avenesverssanesessreraes 21,000 . 21,000 21,000 . 21,000
St Barbe Nfld & Blanc Sablon Que ,

(Puddister and Bennett) vicanaenesacrs — e 70,000 91,452

e
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1968 1969 1970 © - 1971
Eastern Local Services J .
Service between: ’
St Lawrence River & Gaspe ports to S E
Chandler Que (Maritime Agency Inc)... 43,000 43,000 43,000 e
Sorel & Ile St Ignace Que (La Cie de o . ,
la Traverse du St Laurent Jtee)...... 43,000 43,000 50,000 - 50,000°
Twillingate & New World Island Nfld S o S :
(Winston SaunderS)seeevasecasoesssans 63,400 - 63,400 - 63,400 80,000
Tobermory/South Baymouth (Owen Sound = : : -
Transportation Co Ltd)..veveesaseerse M ——t —— 62,700
Newfoundland Coastal
. Steamship Services
Pinancial assistance to the cperation . :
of coastal steamship services . 6,829,914 7,690,352 7,229,867 ... By MOT
611,100,521 . $13,204,113 L
T $5,984,052

812,236,840

*Forry cervices conparabl

Sourcef  Public Accounts, Goverrment of Canada’

rmation Act -

adidsanaay '%f?:j‘ s
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Document disclosed under the Access to Informetion Act -

. Doguniie lvulg Nert

East Coast Passencer—v@hlcle Ferry Services 7r
Comparable to Those Operated by B.C, Ferries | ﬁxyﬂﬂéwﬁj#/r

”*ﬁ£é@ﬂjgzgiifl gt; A&ﬂAﬁg qy“ﬁif

;Ld_g Ia Loi surl 85 a L rma_i;mn

\ 5
1;'%
[

Ttw A i
} ot ef Hi
| . |
1. Dalhousie, N.B. ~ Miguasha, Que. (1nucrorov1D01a;l_ ‘

- Operator: . Dalhousie « Miguasha Ferries Ltd. H g
"Vessel Inch Aaron (capacity about 15 vehlcle") ;;4
~ Subsidy : C.T.C, g@gf

Service : Hourly ;% /

2. Black's Harbour = -~ Grand Manan Island, N,B. (intra) ﬂ%f
‘Operator: Coastal Transport Ltd. . ay

Vessel Grand Manan (capacity = approx. 15 |l

vehicles) : %

Subsidy C.T.C. D> i

Service : Twice daily ﬁ>§

3. Saint John, N.B. =~ Digby, N.S., (intexprov.)

Operator; C.P. Rail ,
Vessel S.S. Princess of Scadia
Subsidy : None (have applied to C.T.C.)
Service " Twice daily ‘ '
4. Cape Tormentine, N.B. =~ Borden, P.E.I, (interprov.)

Operator: C.N
Vessel M.V. Abegweit
M.V. Lucy Mand Montgomery
M.V. Confederatioen -
John Hamilton Gray
M.V, Holiday Island :
. (487 pass. & 153 VehLCLeS)
'M,V. Vacationland
(487 pass., & 153 veh:cles)
Subsidy : C.N.
Traffic : Passengers « L 219,800 (1071)
o 1,289,925 (1%72)
Vehicles - 474,090 (1971)

~ S 505,000 (1972)
5. Caribou, N,S. - Wood Island, P.E.I. (interorov.)
' Operatoxr: Northumbe rland Ferries Ltd
Vessel : Prince Nova

Lord uﬁlblrk

Prin Edward‘(60 veh., 300.pass.)
- Subsidy : - -

6. Yarmouth, MN.S, -~ Bar Harbour, Maine (lnternatlonal)
Operator: C.N.
Vessel M.V. Bluenose II
Subsidy s C.N. '
Service : Daily ' C
. Traffic : Passengers - 88,849 (1971) 90,636
- S Vehicles - 27,351 (1971) 28,724

PAMLHGIY

(1272)
(127000137



7.

3.

9‘

10.

North Sldney, N.S.-

Souris,

'Yarmouth, N.S.

Operator:

Vessel
Subsidy

3
H

- North Sidney, N.S.-

Operator:

Vessel

Subsidy

Traffic

Operator:
Vessel

Subsidy

- Traffic

-
.

- C.N S

Docimment disclosed-under the Access o lnfor
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~Portland, Maine (international)

Lion Ferries Ltd.
Prince of Fundy
None

Port aux Basques, Nfld. (interprov.)

William Carson

Leif Eriksson

Frederick Carter

Charter vessel

C.N.

Passengers ~ 244 274 (1971)

. 247 867 (1972)

Vehicles - 70,832 (1971)

‘ 77,571 (1972)

Argentia, Nfld. (lnterprov )
C.M, . . v
M.V, Ambrose Shea

" Charter vessel
C,.H.

‘Passengers - 28,511 (19/2)
- Vehicles -~ 9,091 (1972)

Magdalen Islands, P.Q. (ig;gxgggzs)"

PR R N e

------ s - v
The Laguu.l_cn Islands J.Luuoyo Cacilii CO.

.T.C'

000138
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MINISTER OF TRANSPORT & COMNUNIpATIONS
—~ Honourable R.M. Strachan

GENERAL MANAGER - = C, Gallagher
OFPERATIONS 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 schedul@)

VANCOUVER -~ NANAIMO (HORSESHOL BAY - DEPARTURE BAY)
M.V. "Queen of Burnaby" ‘
- M.V, "Queen of Tsawwassen" (supplementary service)
M,V. "Queen of New Westminster"”
M.V. "Queen of NanaimoV
M.V. "Queen of Surrey"

SUNSHINE COAST (HORSESHOE BAY ~ LANGDALE)
M.V, ”Sunshine Coast Queen”
M.V, "Langdale Queen® .
M.V. "Queen of Tsawwassen" (supplementary service)
SECEELT - POWELL RIVER (EARLS COVE - SALTERY BAY) '
- M.V. "Powell River Queen"”

HORSESHOE BAY - BOWEN ISLAND (SNUG COVE)
M.V. "Howe Sound Queen"”

KELSEY BPAY -~ PRINCE RUPERT
M.V. "Queen of Prince Ruoert”

KELSEY BAY - BEAVER COVE.
M.V, "Island Princess"

VANCOUVER ISLAND - GULF I‘SLA’\TDc (TSAMVASSEN TO GALIANC,
MAYNE, PENDER, SALTSPRING AND SATURNA ISLAVDS)
- M.V. "SecHelt Quzen” (Summer)
M.V. "Queen of the Islands" (Winter)

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

00502-
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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 = Fulford)
M.V. "Saltspring Queen" (supplementary service)
M,V. "Vesuvius Queen" {(Vesuvius - Crofton)
M.V.'"Pender Queen” (spare ship)-

.GAMBIER ISLAND - . KEATS ISLAND v
M.V. "Dogwood Princess"

SIDELIGHTS:

PAID PARKING LOTS AVAILABLE

Tsawwassen ' o 350 vehicies,  50¢ per day or portlon

Swartz Bay : 300 vehicles 50¢ 48 hours

Langdale : 85 vehicles - . -~ 50¢ 48 hours = _
Prince Rupert - - 100 vehicles " 50¢ per day or portion.
Horseshoe Bay : 180 vehicles 50¢ per day or portion
Kelsey Bay’ .. Private field oarhlnq 2 miles scuth of

the tetmlaal <l 25 per oay.,-
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. 1In addition to the
cafeteria on the promenade deck there is a restaurant- on

the sun deck able to serve 136 passengers. Caterlng
.facilities are avas llable on all other vessels serv1c1ag the.
"major routes. :

s

' Departure . : 350 vehicles 50¢ 48 hours - -
1
\

EMPLOYEES_”

@vp'{E‘ *; :

1

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

" SHIP SERVICEg_

= Passenger elevators have been installed in the new ships

- specifically for those unable to use the stairs. The M.V.
: ”Queen of Sldney" and M.V. "Queen of Tsawwassen" do not

% : have elevators. SR '

iE

The stretch ferries also have nursery fa01lltles, no-
smoklng areas and parapleglc washrooms.

- ».v'-'c3
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TOURIST COUNSELLORS:

University girls are employed on the ships for the

summey months to give information on travel and vacation
spots throughout the orovince.  They are given exten51ve
training before the tourist season starts, :

'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 unigue service is the most modern and‘completely
equlpoed inflatable liferaft servicing center in Canada,

also located at Deas Dock. Refitting and lay-up berths are
now in operation on the man-made basin a8t this location.

000144

-



YEAR END

March
March
March
March
March
March
March
March
March
March
Maxrch
March

31st, 1
31st, 1
3lst, 1
31lst, 1
31lst, 1
3lst, 1
31lst, 1
31lst, 1
31st, 1
31lst, 1
31lst, 1
3lst, 1

tarch 31, 1974
(vear end)

MONTHLY INCREASES SINCE MARGH 31, 1974

April, 1974
May, 1974

June, 1974
July, 1974

STATISTICS

Document disclosed under the Access to Information Act --

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

BRITISH COLUMBIA FERRIES

962
963
964
965
966
9¢e7
968
969
9790
971
972
973

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

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

TRAFFIC INCREASES IN 1974

PASSENGERS

8,538,297

PASSENGERS

631,269
690,793
880,752
1,122,308

3,325,122
\

PERCENTAGE
INCREASE
OVER 1973

11.9

PERCENTAGE
INCREASE
OVER 1973

PERCENTAGE

VEHICLES

INCREASE

OVER 1973

3,169,582

VEHICLES

PE
INCREASE-

11.2

RCENTACE

PN Wpas)

OVER 1973

241,788
264,131
298,286
370,483

7.9
i8.8
15.4

——

1,174,788 2ve.10,0
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- Total Costs

Revenue

Net Gain or (Loss)

39,165,562

TRt Sy e R BmLER s o FeORED EPorgment disriosen undepyhegrcess tginfermation Arte: fe?
E’AM M o waaRE s %‘M R ﬂ%ﬂﬂgnt divaigiegh venuggé‘l“}#oi surm l'infor
4 % oA
BRITISH COLUMBIA FERRIES
STATEMENT OF INCOME & EXPENDITURE FOR THE PERIOD APRIL 1, 1971 = MARGH 31, 1972
I~ o " . ‘ L HOWE S.- KELSEY BAY- NORTI SALARIES & . i i
: S.B.~ TSAW. | NAN.-H.B. G.1.~MAIN, G.1. V'I.,' JERVIS PR. RUPERT VI VAGES MISC., TOTAL f
| i
VESSEL_COSTS , 5 . 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 |
% . K . % .
Operating 1,655,103 | 1,666,133 94,833 | "Tso1,843 [P1,445,027 | 632,640 | 878,223 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 81,887 40,943 818,867
TOTAL VESSEL $ 8,032,469 7,828,823 942,083 1,148,266 3,075,580 2,089,046 1,206,596 24,922,863
ITRMINAL COSTS .
Salaries & Hapes 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 50,6306 2,008,314
TOTAL TERMINAL $ 1,907,828 1;145,5§2 250,694 446,324 433,004 290,716 86,840 4,560,998
——— - - "‘f';-[
Total Vessel & Terminal| 10,540,297 | | 8,974,415 1,192,777 1,594,590 3,508,584 2,379,762 1,293,436 o ‘29,483,861
1 ENVTHUT FOIL PERTOD 12,924,836 9,245,645 851,936 550,845 3,125,692 1,777,344 535,066 21,055 29,032,419
RET GAIN OR (LOSS) $ 2,384,539 271,230 (340,841) | (1,043,745) (382,892) (602,418) | (758,370) ' 21,055 (451,442)
. NOTE:  #1., Includes $250,000 for major repairs to Pender Quecn.. Pre-Orerating Costs : ‘ ]
. ' *2, 1Includes $500,000 for major modifications on Deas Maintenance 612,673 627,595 1,240,268
S Sunshine Coast Queen & Howe Sound Queen. Administration & Insurance 441,067 |2,172,686 2,613,953
%3, Includes $600,000 for major modifications on Island Princess, —— e
. . B
%4, Includes $1,350,000 for major expenditures charged under Total Operating Costs 117,845,674 | 33,338,082 .
opcrgtigg costs, Capital Cost: 5,847,480

29,032,419

’

§(10,153,143)
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BRITISH COLUMBIA FER IES

e STATEMENT CF IMCOME AND EXPENDITURE
" Period ApEi 1 1472, = Nar. 3373
fugele | MegglecBuw- | Cpthanie | Qalugke o HegSwee ) Ko Mo G| s L T
) Vessel Cam- o . . )
S.taries and Wages ... 6,328,929 5,781,707 864,771 671,373 11,622,571 |1,217,583 293,067 (16,810,007 |. . . . . 116,810,007
. i
 ORETAING e ceee e 2,345,275 | 2,061,240 | 93,088 ! 194,756 11,817,824 _| 823,341 §....320,089 it 7 2655 ,613
. . : » i
AT e eee o 2,709,240 1,145,297 74,549 T 250,300 _ | ... 198,084 ... 87678 e - 1..3,425,129
O AT D 24,448 24,448 7,335 7,335 19,559 9,779 84887 | f 97,791
- ] [ i
Totid, Vesslooenesoiioeomrni o (100437 1892, _1..9,012,692..1..0.,039.,7.34........873,464....| 3,710,254} 2,248,293 ...} ... 665,721 frsonsm o] i 27,958, 550
L ] |
. Terminal Costs. .- R | .
. ) t .
Salaries and wanss e . 1 ’415 ! 135 952' 859 20 '000 122 y 2 739 2761552 150 f. 324..____, . 36 1.182 .-310441091_. - i_-? :,Q."'{‘: 1,09.1
Operatife ... ... e 729,343 889,228 135,276 222,084 273,828 ..182,693 43,973 - ""m”4!m2,4581025". )
Foual, Terminal oo oo 2,136,378 1,842,087 225,276 344,823 550,380 | . 333,017 60,155 l ;5, 512,116
Totul, Vessel and Terminal 12,574,270 10,854,779 1,265,010 .1'218'237 4,260,634 2,561,810 745,876 ! gj_? ,JJ(),GJG )
Revenuz for period 14,469,722 10,270,075 , -.871,495 614,765 3.272.455_..1.1,997,687 _._..,5,.'.?,6_4.9.35_'......_-.....__4._..__m.,._... ,_20, 982 ! 32,164,114
chgair‘;(o:loss) § 1,895,452 (584,704) } (293,515) | (603,522) (988,179) (584,123) (1.98,941) 20,980 |(1,236,552;
’ ) i 59 9 ! - c
General administration 199 ?26 i J '0.3 Ti78 -
: i
Pre-operating i R
1
; Deas (exclusive of stock) 731,954 }- 9?’:7) &e24
. Total operating 21,085,978 | }3711:l 283
Bttt i Lo
- Capital cost 6,277,004
Total costs. ; 4317351293
. A A
Revenue.

Form 31.C.F, 1-~800-1072-7154

111,574,179) -

- Net gain (or loss)
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_ BRITISH COLUMBIA FERRIES i
STATEMENT OF INCOME AND EXPENDITURE FISCAL YEAR 1973/74 -
, ’ o Period Apxid /73 vo Mareh 31/24
fuahy | g | HoneheeDuy | g | outfumds | g | Guftiants | gy | HlowSend | gp | Keopuar | ogp | Moo | St 1 Tois %
- -Note-Only
: Vessel Costs . )
Salaries and wages 8,198,961 [495| 8,191,136 {6651,126,8801035 829,706120:112,219,570[61-611,441,03463T4 415,96863.6.22,421,252 {603 22,423,252 60.3
Opecrating : 2,420,195 I el 1,936,345 1570 286,233 262 241,053134:81,028,96312251 642,204128.4f 168,654.125.8 6,723,647 1181
anﬂng.__ﬁggd_ﬁoa;&__“_2.495.§gp 1500 1,964,358 115-9]. 114,40210.5] 23,4001 3.4/ 292,646 8-1i 248,999110.0! 45,4181 69 i S,184,843_{139
Heny._Maint. & Refir 517,720 1 3\ 489291 | %0 43 100 401 108, 25111571 613,690107-11 2131 9511Q W 9 062]. bk 1,993,070 54
Tota! vessel 13,632,496 1822 12,581,130 |1021|1,570,6154-2]1,202,410)74.014,154,869115.312,544,185112.5_ 639,107 /377 36,324,812 877
Terminal Costs : ' V .
Salarics and wages. ____ 1,779,353 to-7] 1,296,910 |10.5| 130,69812.0] 166,524| 24\l 375 ,877/\0.4| 207,438 9.2 59,879 19.21 4,016,679 ll0.%| 4.016,679 [10.8
Operating _& Maint. 674,267 | 561,027 | 4.6 28,485 2.6| 243,711 3531 253,150, 7-0} 106,288l 4.7} 30,6804 7 1,897,608 | 5.1
Total terminal . 2,453,620 4-81 1,857,937 5.y 159,1831.61 410,235|59 4| 629,027))7.14 313,726)\39 90,539 112.9 5,914,287 159
Total vessel and terminal {16 086 2116 _197:01 14,439,067 MN1:211 729 70815881 612 645238414, 763,896/3%:712,852, 011288729 66641-5 429395003 {113:6
Revenue for period.____ |16,568,871 oo o 12,317,942 100.011,089 ,015100.01 691,130h00.013,604,411100.012,261,035100.01 653,662 li00.0|__ 37,186,066 joc.0]
Net win (or loss),_____|__ 482,755 | 3.0 (2,121,125) (172 (640,783 58} (921,515)134{1,179,485032.71_ (596 ,876026 4 _ (76,0041 I1.6) (5,053,033)[13.6]
' Insurance & General administration 644,919 |1-771 4,127,203 |1i.1
Pre-operating '
Deas (maintenance) 889,206 |2 4| 1,381,408 | 3.
Total costs - 47,747,710 28
Revenue . 37,186,066 hoo.o
Net gain (or loss)-.. _{}0,561,644 284D
. . ) - _ Capital Appropriation Yessels 3,950,367 (106
A MINOR ADJUSTMENT OF LESS THEN $1,000.00 IS EXPECTED u " Terminaleg 5,061,822 |i13.¢
EFORE FINAL CL OF BOOKS O QUNT. . ,
: ’ CLOSE ° Face . N TOTAL CAPITAL COST . 9,012,189 {242
Revised Form B.C.P, 1 C . .
Dee, 73
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PR

RO -

3 D

i )

You will

recall that as a result of a request by
Barrett of B.C. t
fory

r 0 the Prime Minister, Transport was
ted to bring 7ard a Memorandum to Cabinet outlining
ative formulae for providing assistance to B.C. in

tion with the provincially owned ferry service. This

.t Memorandum wWas prepared, signed and placed on the

Oof the Cabinest Committee on Federal-Provincial Relations
Spring of 1974, but, because of certain reservations
av
-5

0 dQ 5 w ©

da

re

eloped in Trarsmoru, it was w1thdrawn and has not
ubmitted.

Tha Privy COUWC’l OLflce has recently written asklng
advice on the position the Prime Minister should adopt in.

s matter. The B.C. Caucus has also asked for a pOSlthn
paper on the subject.

('L)

Last Spglng s Cabinet Memorandum oubllned the Lollow1ng
rnatives: , _ :

1. .'providing a highbr ship construction subsidy for
© B.C. The cost im nllcat1ons of this change, which -

would have to be offered to shipyards in all provinces,:

was con31deLed prOhlbllee. This was not recommended.

2. prov1d1ng 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 governﬂe1t.
This was not recommanded. ' -

U

3. establishing a Federal West Coast ferry service.

This alternative too is open-ended. In addition tc
initial capital costs, Thé federal government would
be obligated to underwrite operating losses 1n future
yvears. This was not recommended. -

—_—

4. providing a lump sum payment toward the extension
: of exclusively land based facilities, 1nclud1ng
terminals, causevays, and possibly roads. This -
assistance could be calculated according to a formula
which was relatad to the distance ketween Vancouver
and the Previncial Capitzl.

aw termina lé

5. providing a federal grant for spz ne
ciated ¢ sandi erry service.

and asso

-
K'J
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ive ware considered worithy of further
t emoran”‘ﬂ recommended that before.
madsa, m2atin be held with the Govexrnment of
to determine the scopes of the nead of any assistance to
FRRRIES. This remains.in some doubt due to the unavail-
ty of full financial data on the ferry operation. The
ederal assistance being provided to B.C. was to be kept
. There was to be a further report to Cabinet with a
ended assistance formula, 1f considered warrante d.-'This’
h could still be advocated if necessary. ~

o
[P EREE
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HORNQ'

Othar Considerations

1. Certain forms of assistance to B.C. FERRIES could
upset a policy, deLlned by a C101net d°c15101, February l,'
1966, as fo1low - e . : .

"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 1nera—
.prov1nc1al road llnk nature."” .-

B LE

The 1966 Cabinet directive has pa?tlally been applled
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. '

i However, responsibility for maintenance of the terminals
has remainéd 1in federal hands to date, so that the Cabinet
directive cannot be considered wholly implemented in any . .
of these cases, and is a weak federal position for refusing . .
tc support B.C. but 1t la the only pertlnent federal pollcy '
available.

2. You will recall we were concerned that perhaps B C.
was already receiving more than its share of federal spendlng

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 m;lllon) Vancouver Airport - o
Lxpansion ($30 million); Alaska nghway (in B.C.) ($42 - T
million, then turn-over to B.C.); and ths Ashcroft-Clinton ' :

2211l Connactiocn ($lo.million). (Total- $°35 wllllor )
> This position is Fﬂ rth Qaeantwated by a rece

z:zmission by ihe Canadian sport Commission o Lleasury
soard in regard to the pajmeAt of subsicdies on the prlvately
operated B.C. coastal ferry services. A six month contract
from April to September, 1974, called for $300,000. The
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z ting increases in labour,
l, etc., plug ¢1:lat on,‘ha now requested the C.T.C.
vrovide $2.1 million in funds for the next six months.
g=rc] suf§ Board have not yet gvﬂon aporoval for this ‘
:crease, but may do so. If they do it will represent
increase of over 300% in the abnual federal subsidy
this service. Payment of this increase cculd bs made
lieu of assistance Lo B.C. FER LPS- ' L
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4. The difficulty of spreading federal resources
over too many transportation projscts in B.C. is a

factor to be considered. For example, federal partici-
ti01 in solv;ng the Vancouver access problem would

rhaps be easier to arrange without a competing demand‘
for assistance to the B.C. FERRIES. Assistance on a
pecific bottleneck problem such as the Vancouver access
is unlikely to provoke wide-ranging new demands from other.
provinces, whereas providing assistances to B.C, FERRIES.

- carries this danger for the federal government..

h d.

-0

5. Another point likely to bs raised by Mr. Strachan
is the B.C. Govarnment's desire to obtain access to a
study recently completed for the C,T.C. by Acres Consultanrs
whose mandate was to determine coastal ferry reguirements .
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 ths report necessitates

the consultant providing a summary of aop*oylﬁmte1v 100.
pagas prior to release. It is unlikely that the C.T.C.

,,

will be prepared to make anything available to the Province
until the summ2ry is completed, sometime early in the new
vear and the Minister might wish to advise Mr. Strachan A
that he will request Mr. Benson to allow the B C. Governﬂont
-to examine the study at that time.

- A response to the Privy Council Office on the
approach to ba made to this prcblem by the Prime Minister-
czan rooably be made after the meet '

ing with Mr. Strachan.
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PRIVY COUNCIL OFFICE BUREAU DU CONSEIL PRIVE

OTTAWA, K1A OA3

 CONFIDENTIAL | August 21, 1974

""’*-ﬂ@r‘&' g‘p Tg

' S . Jé?’ 5og
Dear Mr. Stipef? ' o ‘ z.

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 con51dered
by Cabinet.

TET Ly

Shais

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 deallng 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, K1A ON5
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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,

L}
" 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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PRIVY COUNCIL OFFICE

Mﬁd

BUREAU DU CONSEIL PRIVE

M Q1 - e OTTAWA
0 K- pY K1A OA3
@ il
C:) October 30, 1974
Mr. K. Wilson Zﬁﬂ
Senior Administrative Officer -
Domestic
Policy Planning and Major Project
Branch :

Ministry of Transport
Trans Canada Building
Place de Ville
Ottawa, K1lA 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

0cr 3

>

weeks are likely to
alternative courses

NL{WS

elapse before Cabinet considers the
of action for providing assistance

o
\ L]
11974

7%

t
0]
)

3
%
ey

peor

to the province,’
an interim reply to

‘As mentioned this afternoon,

it would appear to be important to send

Mr. Barrett.

Also attached is a copy of Mr. Basford's
October 28 to the Prime Minister on the same

I understand that
has already discussed this with Mr, .Butler,

Thank you for your assistance in providing the

J | letter of

ﬂé%@wyﬂ 14. subject. .

¢7w oJ;d Mr, Hane¥
necessary material,

A, G ey 2

L et Gy Q}Wu%zyéb&

Yours sincerely,

Louisé C., Robinson

Zéj%’,,é Ot gt
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: I *‘ﬂ Office of The Cabinet du

Prime Minister  Premier Ministre‘ | :. " CO py ' CO p I e

4301 099

#3501 24
AG I

N o
October 29, 1974. —ce - [gN

g T e

™
SEED
D |

«,

Nr. John Wood, | Ak
Executive Assistant to the e '
Premier of 2ritish Columbia,
Parliament Cuildings,
Victoria, British Columbia.
y

—:} -....._,,,_i S - 2 D v

Dear Mr. Wood:

) : 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 qovernment financial assistance for
ferry services in Sritish Colunbia. I am sorry for the
delay in doing so but unfortunately Mr. Barrett's corre-
spondence, 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
assure him that his Tetter is being {mmediately brought
to the Prime Minister's attention "

r

.

Yours sincerely,

ORIGINAL 51D By
ORIGINAL SIGIE pag
Claude Desiardins

[

_ e g T netahasatnsboniy TLEIIP

V:Claude Desjardins,
Correspondence Secretary.

n—r

—0riginal: F.A.G. Carter (with enclosure)

cc: Minister of Transport,
Attn: Lucie Dion,
Executive Assistant.

R.G. Robertson x Michae] Kirby

Denis Hudon - ‘Mal"y E. Macdonald 000157
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4301 199

VICTORI A

& 'IPROVINCE OF »
Tisk o™

7o

| ~ 2
: \ OCtOber(ig;bz 1974 . . y
NN e o , Vi

‘ | , >V;Zazaad-057“<2y’

The Rt. Hon. Pierre E. Trudeau, n—
‘ 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. h

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 7o
of the provincial brief in advance of that meeting. | % W

Yours‘truly,

~ David Barrett,
SN .
Premier,
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" My dear Colleague:

D Minister Ministre

. : ) Document disclosed under the Access to Information Act - .
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~ RevenueCanada -~ Revenu Candu.

: 4 v ,
/ . ‘ 1
(AN o . ) . §

- & . - T !

 October 2%, 19v_ - ‘

\\\
nght Honourable Plerre E. Trudeau, P c., Q. C., M.P. v
Prime Mlnlster of Canada, . . ‘
East Block, '

Ottawa, Ontario. : o . »

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.

B Brltlsh Columbia has requested that the federal govern-
ment remit customs duty on its purchase of a Swedish ferry, ' o
waive sales taxes on supplies of fuel 0il, building materials
and other items used for operation of the B.C. ferry system,
and possibly contribute a subsidy towards operatlng expenses
or capltal a551stance 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. 1ntra— c :
provincial ferry subsidies. T .

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

vaSSLStance 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 1n/;he Federal B.C. North-West Transpor- . ‘
tation Agreement, or some other capital- progeog in B.C. where J
we could obtain 100% of the poI*tlcal credit. Discu551ons 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 handllng facilities

at the Port of Prince Rupert.

5

House of Commons Chambre des communes

Onawa o Ottawa
K1A QA6 - KIAQAB !
pel
<~ |:”(VL1",V.,'~'A
N
000159
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There have ‘been delays, particularly with regard.
to Prince Rupert, in obtaining agreement from B.C. on a e
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 S
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.

i | o | "Yours sincerely, P

e ..
”» ’//?
Ron sford.

cc: Hon. Jean Marchand . ' : o Vo e
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CONFIDENTIAL

October 29, 1974

Mr. Alan P. Campbell

Water Transport Committee
Canadian Transport Commission
Congill Building

275 Slatexr Street

Ottawa, Ontario K1A ON9

Dear Alan:

RE: B.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 wvia 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. i
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. MiINISTER OF TRANSPORT SQUS-MINISTRE DES TRANSPORTS
ACTION REQUEST FICHE DE SERVICE
TO - A DATE
’ ASTA Nov.4,1974
FROM )

FILE NO. — N° DE DOSSIER

'DMs office

/Wm .
REPLY DIRECT [ | REPONDRE DIRECTEMENT
“REQUIRED ACTION D DONNER SUITE
NOTE & RETURN [ | NOTER ET RETOURNER

INFORMAT by s sl o ¢ ORMATI ON

MOMMENTS D COMMENTAIRES
. A s

PREPARE MEMO TO — PREPARER UNE NOTE DF Skt X
(3G X.P.P.P. :
REPLY FORSIGNATURE OF ~ REPONSE POUR L4 SIGNATURE DE
1 .
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Document disclo
- Document divulgug
Referred by direction of the Prime Minisfel;f‘_,.,.«*"'w
Transmis & la demande du Premier/minisi'ré

//

To the Minister of Transpeort,

sed under the Access to Information Act -
en vertu de la Loi sur I'accés a I'information

Au ministre d -~ Attn: Lucie Dion,
Executive Assistant.

For: D information D further reply*
Pour o titre de rensaignement réponse ultérieure
D consideration D necessory action*
attention y donner sulite .
D considerotion and further reply ot your discretion
attention et réponse ultdricure si vous le jugez d propos
NOTE ' ‘

29/10/74 Claude Desjardins, ;
Correspondence Secretary. ;

* Moy we please hove a copy of your further correspondence. t

Veuillez z.vip. nzus fzire porvenic copie de votre lettre,

v o - & c Gakls ” o i
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October 28, 1974. cenziiED i
nLL TV T
SIMISTES Q7 TRANSPORT 1
?
. . i
TR oo
. K s?’?’g"*-w!g; il
AR L
ftr. John Wood, N "
Exccutive Assistant to the o

Premier of Dritish Columbia,
Parliament Buildings,
Victoria, British Columbia.

s

Dear HMMr., Hood:

On behalf of the Prime Minister, I wish to
acknowledge receipt of the Jetter and accompanying docu-
ment addressed to him by the Honourable David Barrett
concerning federal governmont financial assistance for f
ferry services in 8ritish Colunbia. I am sorry for the 1
detay in doing so but unfortunately #r., Barrett's corre- |
spondence, which was dated Octeber 14, was received in
the Prime Minister's office only on Gctober 28. Would
you kindly convey this message to your Premier and aiso
assure him that his Tetter is being fumediately brought : |
to the Prime Hinister's attention.

Yours sincerely, o PLPLUP,
| V)
TONOV 6 1914 |

RECEIVED

’
)

Claude Desiardins,
Corresponcdaence Secretary.

Original: F.A.G. Carter (with enclosure)
cc: Minister of Transport,

Attn: Lucie Dion,
Executive Assistant.

R.G. Robertscon Michael Kirby
Denis Hudon . Mary E. Macdonald
Jack Austin _ Paul Manning

Oftawe  1KIA 0A2
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VICTORI A

& /r.novm'ce orA K
Tisy covvt

e e ——

Cctober 16th, 1974,
//7 S
-7'—‘ < 77
/}”’bwcuz< O - (>

The Rt. Hon. Pierre E. Trudeau, e
' PeCey Q.Coy M.P., "

Prlme Minister of Canada, : yan

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 ’ B
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,

‘(\.7\% M/‘ ’ ] \

Dav1d\8arrett
“Premier.
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}inms TER orrunspom‘ " Octaber 523 1974 A

_i’ ’f\.; ,, 4 R ‘
RS.ght Honourable Piarra . "'rudeau, P c. , Q. c., u p.,

Prime Minister of Canada,_‘,;n__ R A
EBast Block, - .- Vi -ﬂ\{»"fkff;ﬁf : R SR L
,Ottawa, Ontaxio. BRI SRR I & A

My dear COlleagne , e e _
- o Last.week Jean Harchand :;EPI each met with Robert .
‘;qgeﬁ‘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
v Office and Department of Transport are preparing a policy
i . paper on the problem.v Premier Barrett may also raise the . .
-, 7 - 48sne with you during his wvisit. I would like to contributa :_.'*
“”*the following thoughts on the problem. e y '

: Britisn COLumbia has requeated that tna federal govexn-&f '
mant remit custons 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, _,.;_.J C o
and possibly contribute a subsidy towards. Operating expensas SR
or.capital aasistanca of some form.;‘u7\,_; . E v”ft‘"“f}"t”ﬁ

= FMY ﬂepextment has agreed to the remission request and L
"it w111 be considered by the appropriate interdepartmental - '~€~ S
cummitt@e ‘an November:S. As you know, Cabinet has considered’ W o
t,he aalea tax Qroblem twice previously and decided against . ' .-
B.CIYS ‘regdest.  In 1966 Cabinet. agreeé to end all intra-

pravincial ferry anbsidxas. 'Vwﬁ“,

AR p The qnas&iam xamains, what ‘can e do to’ asaist B. c., ,

BN traasportatian difficulties? ‘I suggest the following approach e e

» .Rather than become involved with ongoing subsidles, capital* ”':{‘ﬁpj

“: agsistance ‘or removal of the sales tax - where we will recaxve,}_(f  R

m-‘j,very ‘1ittle political credit and perhaps create troublesome . .. o

1 #x;precedents - ve could offer to complete by-ourselves one of =~ '

47 the projects proposed in the Federal B.C. North-West franspor- - - |

- tation Agreement, or some other capital project in B.C. where " ... |

-we could obtain 1008 -of the political credit. Discussions are | ‘

i DOW proceeding with the province on ways to. finance the i

-« construction of the Ashcroft-Clinton Railway By-Pass and the.

- 7, .-development of general commodity and bulk handling facilitieaﬁhh,« i
s at the Port of Prince Rnpett. . - P

Y P )
iy L
. [EPRE T * C
T IS N i .
" & ’ Fros, . :
I I § A -
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i R 2 .
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,'There hava m dolays. pa:ttcnlatly vith regatd
to Princa Rupert, in cbtaining agreement from B.C. on a

" cost~sharing formula. BAn offer to develop Prince Rupert,
. construet Ashcroft-Clinton, or some other agreed project, -
hy ocursalves in lieu of ferry assistance would both be a
poait:iva contribution to B.C. and would ensure a more viaable
tederal presence with the reauluug political credit.

RN 3 hope t.heae ‘thoughts may be of some use to you in -
yonr £ortbaoming discussiona with the Premier. , O
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October 24, 1974.

;. HLPLPLP.
' N ' N :f BC Feancial]
MEMORANDUM TO THE DEPUTY MIQF§TER L er 25 13@
i
. 4 RECEIVED
B.C. Ferries B i

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 meeulng did not last more than twenty mlnutes._

Mr. Marchand made 1t 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 belﬂq
treated much better than the West.

- Mr. Marchand did undertake to look 1nto the
constitutional and political arguments and I will ask _ ,
for views from Justice and the Privy Council Office. T
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 hlS staff.

. * . ®

. . M. E.LButler
cc - SADM e e
Piace de Ville ' . - -
.Ottawa , ‘ v , Lasasa 2
K1A ON5 : S
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d ’*'E FOR THE MINISTER - 2Z: B.C. FERRIES — MINISTER'S
S AT . )

gl
HE HOIOURAABLE R. STRACHAN

call that as a result of a request by -
C. to the Prime Minister, Transport was
rward a Memorandum to Cabinet outlining
providing assistance to B.C. in
n with the provin 1icially owned ferry servicez. This:
femorandum was prepared, signed and placed on the =
0of the Cabinest Committes on- Pederal—DvOVLnblal Relations
Spring of 1974, but, becauss of certain reservations
evelopcd in Transport, it was withdrawn and has not
ubmltted. o ' : I

You will

oy

rrrr‘,‘d
e O
=0 HCLW
o+
0]
loala
N ot
.';-a
o]
)
st
O.
1&5

1

The Privy Cou1c11 Office has recentTv written asklng L

advice on the position the Prime Minister ;hould adopt in.
mabte:. The B.C. Caucus has also as} ed for a p031t10n
r on the subject. .

Last Sprlng s Cablnet Neﬂoradaum ouullned the - follow1ng

natives: ) A ST L JERI

=
.

0rov1d1ng a nlghef ShlU construction su931dy for
B.C. - The cost im nllcatlons of this change, which
would have to be offered to shlpjards in all provinces,
was considered prOhlbllee- 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 involva an open-—
ended commitment on behalf of the ederal governmedh.

- - gy S e

This was not recommanded. ' .-
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 Obllgated to underwrite operating losses 1n future

years. This was not recommanded. ‘ :

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 fo*mula
which was relatzsd to the Jdistance hetwean Vancouver
and the Prowvincial Capitzl. :

l

'dm

an:
Tk

iing of the ferry service.

r
al
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tives four and five ware considered worthy of further
ation.  The Cabinet Memoranium recommended that bafore.
was mads, me22tings be held with the Govarnment of
determine the scopa of the need of any assistance to
FRRRIES. This remains.in soma doubt due to the unavail-

' of full financial data on the ferry operation. The
ederal assistancea bolng prOVldad to B.C. was to be kept
‘There was to be a further reporxt to Cabinet with a
ded assistance formula, if considered warranted. This

could still bz advocated if necessary. o

IRV I P

Ny ke O

&
-
x—)‘
0]
[
P!
0]
o]
n
}‘J-
Q
(1]
=
o]}
(-r
I
o]
3

1. Certain forms of assistance to B.C. FERRIES could

upset a policy, defined by a Cabinet dQClSWOu, February 1, ..
1966, as follows: — R R L u-~ 5 L

"As a matte& of policy, the LederaT governmant
should require the provincial governm°n+s to -qun.'L EE
assume responsibility for all ferry services .- - -
and ancillary terminal facilities of an intra- .- el s
.prov1nc1al road link nature." .. T e

“ The 1966 Cabinnt directv'vo has partially been applied
in Ontario and Quebec, and those provinces have assumed
spocort for certain intraprovincial ferry services and - .
the capital costs of the associated terminals, following o
a "buying-out"” agreement with the federal government. R
However, responsibility for maintenance of the terminals RS
has remained in federal hands to date, so that the Cabldet .
directive cannot be considered wholly implemented in any I
of these cases, and is a weak fedexal position for refusing =
tc support B. C€ but it is the only pertin ent Lederal pollcy
available. , :
2. You will recall we. were concernOd that porhaos B C.

was already receiving more than its share of federal sov”dwng
on transportation. Current federal involvement in trans-—
vortation projects in B.C. includes Prince Rupert Harbour
($17 million); various Vancouver terminals ($45 million);

the B.C. Rail development program ($167 million); Hudson L
Streeh Bridge Crossing ($24 nillion); Vancouver Airport: . . -

Expansion ($30 million); Alaska nghway'(in B.C.) ($42. °~ - - -
million, Lnen turn-over to B.C.); and the Ashcroft-Clinton L
2711 Connaction ($10 million). (Total: $335 million.) '

R This position is further substantiated by a recant

imission by ithe Canadian Transport Commission to Treasury

s0ard in regard to the paymznt of subsidies on the privately
operated B.C. coastal ferry sexrvices., A six month contract

eibar, 1974, called for $300,000. The

from April to Sept

: v. -...;'AB,_. . . v -
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coempany (Northland 35t ing increasas in 1

21, etc., plus int now reguested the C.T.C.
orovide $2.1 million in funds for the next siy m
Treasury Board have not yet gw"ﬁn approval for this
increase, but may do so. If they do it will represe

i

-
3
e

O ¢

—

‘an increase of over 300% in the annual federal SuoSldj

for thilis service. Pavment of this increase could be made
in lieu of a551s+an: to B.C. FERRIES. .

. The difficulty of spreading federal esourcas

ver too many transportation projacts in B.C. is a -

actor to be considered. For example, federal nart1c1-j
ation in solving the Vancouver access problem would
erhaps be easier to arrange without a compating demaﬁd

or assistance to th= B.C. FERRIES. Assistance on a :
pecific bottleneck problem such as the Vancouver access

S unllkely to provoke wide-ranging new demands from other.
provinces, whereas 0”0v1dlng assistance to B.C, FERRIES.
arries thls danc fox the federal govern&vnu..

Another point lﬁely <0 be raised by Mr.
the B.C. Government's desirs to obtain access S
udy recently completed for the C.T.C. by Acres Consultancs R

hose mandate was to determine coastal fer:y reguirements . ) '
the B.C. coast. The federal position is Lhag, while

0 pages of material has besen submitted to the C.T.C.,
gquantity and organization of the report necessitates
consultant providing a summary of approximately 100.

2s prior to release. It is unlikely that the C.T.C.

1 be prepared to make anythin ,=vailabl to the Province
the summary is completed, sometime eaLLy in the new
and the Minlster mlgnt wish to advise Mr. Strachan -

he will request Mr., Benson to allow the B C. Governmant

amine 4"ha s;udv at that tl“e.

(DO

(0

(]

3V VA o S T ¥

3
r

X

sfice on the
Prime Minister -
dr. Strachan.’

A responsa to the’ Prl"y Coun011 0
poroach to bs made to this prcbhblem by tbe
ith

&
can pr ooably be mada afterxr the “eetlng n

£

~ oA -
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s MINISTRY JOF TR ‘4 PORT — M‘NISTERE DES TRANSPORTS
]
+ Office of the M’
Cabinet du Minr
Ottavia, K1A OND

o Qb -2 [ .

| T0: DEPUTY MINISTER

| AU: SOUS MINISTRE
0: DEPUTY MINISTER'S OFFICE

AU: CABINET DU SOUS MINISTRE

ALSQO REFERRED TO:
AUSSI TRANSMIS AU:

SPECIAL ADVISDR
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

D SPECIAL ADVISPR |
CONSEILLER SPECIAL |

@/}ADJOWT SPECIAL apgc[ﬁll A “’.‘57"“{7—‘ ¢
ASSISTANT — SPECIAL RROJECTS (75/{0 F,f-/PC/t‘/@

ADJOINT — PROJETS SPECIAUX

SENIOR ADMINISTRATIVE OFFICER
ADMINISTRATEUR PRINCIPAL

PARLIAMENTARY ASSISTANT
SECRETAIRE PARLEMENTAIRE

UNDERSIGNED
SOUSSIGN

D FOR DIRECT REPLY

POUR REPONSE DIRECTE

D 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 4

SIGNATURE 000175
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October 21, 1974.

Mr. Roy A. Derrick,

Special Assistant to the
Minister of Mational Revenue,

Connaught Ruilding,

Ottawa, Ontario, K1A OLS.

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 Barratt's "Position Paper on Federal Ferry
Policy"™.

Comments have been requested from the Ministry

officials and on receipt of their reply vwe will be in
touch with you.

‘“Yours sincerely,

‘H&l&ne Lefort,
Administrative Assistant.

o REGEIVE[)

NX. PP, p, S 0CT 22 1974
v ’ ec 1 . » OFFICE OF THE
- DEPUTY MINISTER
TRANSPORT
RECEIVED ’
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D¢ Office of the Minister ~ Cabinet du ministre
Revenue Canada Reyenu Canada

.

? e

October 10, 1974.

Mr. L.W.F. Beasleigh,
Assistant to the Minister
(Special Projects)
Transport Canada,

Tower "C" Place de Ville,
Ottawa, Ontario. v

Dear Len:

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

A copy of that Paper is attached.

on Federal Ferry Policy".

Ministry of Transport has,

proaches.

—-——a_._ap
X.P.P.P.

OET 25 1974

RECEIVED

Connaught Building  immeuble Connaught
Ottawa Ottawa
KIAOL5 KIA QLS

on the need for assistance,
and that the form of assistance to be discussed be™
limited to help for new ferry terminals and/or termlnal

Document dlsclosed under the A’f‘cess to Information Act -
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One of the strongest arguments in the Paper is that the

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
that this need be assessed,

\)
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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.

|
|
Yourspsincerely,
|

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 treaﬁs Atlantic -
Canada and Central Canada as fish but Pacific Canada as fowl.

Let me ¢ite 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 sérvices comparable to our .own reached $22
million in.1969,"$30'million in l970, $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 Transpbrt‘
Commission provided subsidies to steamship operations offering local
services in British Columbia, Ontario, Quebec, New Brunswick, Nova
Scotia, Prinée 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. 1In 1970 for instanée,'
the last year before the Ministry of Transport took over the ébligations
for Newfoundland Coastal Steamship Services, the C.T.C. provided a

total of $520,000 to Nootka Sound Service iimited'and Noffhland Navigatic
Compaﬂy Limited out of a total,éubéidy budget amounting to $13.2 millian
spread among 29 companies in ea3tern 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 fér;y service, in 1972, $15 million
was written off é 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 outrightigrant to Quebec to help build an ice-
breaker type of feréy vessél by the Ministry of Transport.

Britisﬂ Cplumbia 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
éualify because B.C. Ferries operates within one province. How doeé
that square witﬁ the fact that the federal government,not'bnly helés
subsidize the ferry service between Tobermory and South Baymouth in
Ontario but when fhe provinciél éovernment there decided to boost the
service in order "to increase touriém to Manitoulin Island and other
points in northwest Ontario the federal éovernmenﬁ substantially increase
its assistance? Upder an agreement siéned between the dntario Minister

of Transport and Communications and the Federal Minister of Transport,
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Canada contributed $3 million towards terminal coﬁstruction,_in additién
to the normal federal ship building subsidy and also it undertook the
responsibility of maintaining the wharf structures and dredglng the
channels involved in that 1ntra~prov1nc1al‘ferry run. And direct

subsidies for the Minitoulin Island service contlnued to be made by the

C.T.C. Brltlsh Columbia only asks for the same trea;ment 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 HarbéurAand Portland in the State of Maine. Here

on the west coast the federal government does not ‘do the same despite

' Section Four of the Terms of Union under which British Columbia entered

Confederation which said: ‘"the Dominion Will provide an efficient mail
service, fortnightly, by steam'communication, betwéen Victoria and San
Ffancisco, and twice a week between Victoria and Olympia; the vessels

to be adapted fog 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 Odean and iﬁ is

our contention thaﬁ federal financial assistance for a ferry svstem .
between Vancouver Island and the mainland is consistent with that agrée—
ment and Would end the continuing argument that stopping the railway at ¢
terminus in Vancouver did not adequately discharge the federal govern-

ment's undertaking in Clause Eleven. The Iogic 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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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 justiée of .

that it does have an obligation to treat British Columbia ferries the sam

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

4

the Atlantic region if for no other reason than that our ferry system car

both interprovincial and international traffic.

kkk
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DEBATES’ October 4, 1974

127~ COMMONS
Oral Questions
o (1140)
INDIAN AFFAIRS ,
MINISTERIAL MEETING WITH NATIVE REPRESENTATIVES—
REASON FOR DELAY

Right Hon. d. 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.

*x Kk ok

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.

* k%

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 Economic 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 MIN_I;STE@/ 8) V{'“;;\MMV M
" B.C. FERRIES ¥ W
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:

1. 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 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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ON FEDERAL FERRY POLTCY
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. ment rendercd by the federal 9overnmenu.

N

I should like to discuss a problem in which it is difficule

to convey the full aeptn of British Columbla s feeling of frustratidn.

I refer to the Provincia) ferry system and O- tawa’s persistent denial

of its constitutional obligations,

as well as simple equity, in its.

continued refusal to help defray the expenses of this necessary cerv1co

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 flgures to iliustrate Lhe uneven

For 1nstance, payments tc the

C.N.R. alone by the federal government for operatlng on the east coast

passenger and VCthlG farry services comoarable to our -own reached $22

million in 1969, $30 mllllon in 1970 $33.9 mllllon 1n 1971, $37.3

million in_l972, and $44.6 million in 1973. FFor British Columbia the

assistance was ‘nil. Durlng those same years

the Canadian. Tranaport N
Commission prov1ded ‘subsidies to Scedmshlp operations offerlng local

services in Brltlsh Columbia, Ontarlo Quebec, New Brunswick, MNova

Scotia, Prince Edward Island and Newfoundland. The figures range from

$12.2 million in 1969 down to $6.9 million in 1973, thc'drop being

accounted for by the fact that the 1

nistry of Transport took over from

the C.T.C. the rfesponsibility of assisting the Newfoundland Coastal

Steamship Services. British Columbia received on average less than 5%

000186
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total of $520,000 to Nootka Sound Servxce nmnlteu and Northland Navigat

-~

1ts assistance?

Document disclosed under the Access to Information Act -
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of 'the C.T.C. subsidies in cach of those years. In 1970 for'instance

the last year before the Ministry of Transport. tooV over the obllgatlons

. s
for Newfoundland Coastal Steamship Services, the C.T.C. prov;ded a .
clion-

Company Limited out of a total SUbSlQ] budget anountlng to. $l3 2 mllllon

spread among 29 eompanles in eastern Canada. Nor have federal subsidies

been. confined to operational expenditures For example, in 1870 $3.3

million and in 1971 $6.9 mllllon were spent on capltal ‘construction of

terminals for the St. John to Dlgby rerry service, in 1972, $lS-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 Trénsport gave as an outright‘grant to the Province of

Ontario §$3 mllllon to help construct terminals for a- ferry serv;ce

veonnectlng obermory, Ontarlo, to South Bajmouth, Ontarlo Another $3 )

vmllllon was given as outrlght grant to Quebec to help build an lce—'

breaker type of ferry vessel hy the Mlnlstry of Transport

British Columbla does not begrudge thls a551stance for the

necessary services in eastern Canada but cannot understand why, when

it seeks the same type of assxstanee, lt is told this prov1nce does’ not

qualify because B.C. Ferries operates within ope prov1nce. How does

that square with the fact that the federal governneﬂt not onlj helos

subsidize the ferry service between Tobermory and South Baymouth in

Ontario but when the prov*ntlal QOVernnent there decided to boost th

service in order to increase tourism to Manitoulin,lsland and othor

points in northwest Ontario the federal . qovernment suostaﬂtlally increasec

Under an agreement slgned betmeen the'Ontarlo Minister

of Transport and Communications ‘and the- Iederul Minister of Transport,

, o , ' 000187
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"} Canada contributed $3 million towards terminal constructioh, 1n aeeltlon

y to the normal federal ship building subs 1d/ and also it undertoox the &

o respon51blllty of mnlntatnlng the wharf struetures and dredging tHe _
L

:& channels 1nvolved in that intra-
2

provincial ferry run. And direct

isubsidies for the Minitoulin Island service continued to be made by the

Mo C.T.C. British Colunbla only asks for the same treatment’ accorded this

Ontario ferry service and similar services of a purely intra- provxncxal
A

f nature along the St.: Lawrence in Quebec and in the Atlantlc reyion. b !

Particularly upsetting is the fact that the federal government

'subsidizes two international ferry services connecting Yarmouth, Nova

Scotia to bbth Barx llarbour and Portland in the State of Maine.- Here

on the west coast the federal government doe not do the same deoplte : _?

Sectlon Four OL Lhe Terms 0; Union un wnlch BrlLlSh eolumbia entered

Conﬁederatlon whlch Sald: ”the Dominion.w;ll plOVlde an efflc1ent ﬂcll(

serv;ce, fortnlghtly, by steam communication, between Vlctorla and San_

'Francisco, and twmce a week between Victoria and Oljmpla,

the vessels

.

to be adapted for the convejance of freight and passengers.” Whilej]

speaking of the Terms of Union I should point out that Clduse Eleven

+
.

~called for constructlon of a railway to the Pacific Ocecan and it is °

our contention that federal financial assistance for a ferry svstem

-

between Vancouver Island and the mainland is conulotent with that agree-

ment and would end thc COﬂtlndlng argument that stopping the railway at a
terminus in Vancouver

did not adcquatet/ dis chd:ge'the federal govern-

ment's undertaklng in Cluuse Eleven. The loglc that the federal

-

government does have an'obligation to financially

assist the provision

L

ﬁﬁv of a surface transportation system between Vancouver Island and tﬁo

mainland is reinforced by the fact that the Trans-Canada Highway is
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N G- L1c1011y recognized as DegLﬁnlng at Mile O in Victecria and runnlnq

northward to Nanaimo bc;ore resuming at-iorseshoe Bay north of VdncouVﬁr.

3t

Thc Terms of Union saw Canaua plcagcd to treat all prov;nces
equltably and “to provide Brltl 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 fcrry ‘services.

All of the foregoxng I beliecve estaollshes theljustice of

our claim to ‘equitable trcatmcnt. he arevstrong Confederationists

and we believc that with your help

3.

we can convince the . federal goVernment»
that it does have an onllgaulon to treat British Columbla ferrles the sam

way it treats ferrles operated on the Great Lakes

*

the Atlantic region if for no other reason than that our ferry system car

. the st. Lawrence'and

both interprovincial and international traffic.

Ty

L

'
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MEMORANDUM TO THE DEPUTY MINISTER

‘ B o C . ' 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. In addition, two new potentlal bargaining
strategies are outlined: :

1. 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 tc 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.

v In addition, on October 16, we received a position.
" paper from PCO which Premier Barrett had presented on this

.2
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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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to Convey the full depth

~but even more than money 1s at stake.

I should like to discuss a Problem in which it is difficult

of BrlLlSh Colunbla s feeling of frustratién.'

I refer to the Provincial ferry system and Ottawa's peL51°LenL deﬁ*al

of its constitutional obligations, as well as simple cqulty, in its

contlnueu refusal to help defray the cxpenses of this necessary Cervice-

There ars'of'COurse,~over the long. _ekn, mxlllOﬂs of dollars lnvolved

It is vbry troubllng Lo see

perpetuation of a federal pol;c; wnlch esrectlvelv treats Atlantic

Canada and Central Canaqa as fish but Pac1;1c Canada as fowl

Let me cite just a few flgures 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 comoarable'to our -own reached $22

million in 1969, $30 mxliloﬂ in 1970 $33.9 nllllon 1n 1971 $37 3

milliqn in_l972, and S$44¢. 6 million in 1973 For British Columbia the

assistance was ‘nil. Durlng those same year tns Canadian. Transoort =
L]
Commission prov1ded SLDSldleS to S;Cdﬂshlp operatlons offeflng local

services in Brltlsh Columbia, Ontario, Quebec, New Brunswick, MNava

Scotia, Prince Edward Island and Newfoundland. The figures range from

$12.2 million in 1969 cown to $6.9 million in 1973, tho'drop being

accounted for by the fact that the Minlstry of Transport took over from

the C.T.C. the responssslA;ty of ass lSLln the Newfoundland Coastal

czb”hip_Services. Brivish Columbia received aa average less than 5%
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{ Ontario but when the provincial

of .2 C.T.C. subsidies in cach of
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those vears. In 1976 for in

the last year before the Ministry of Transport4took over Lhe oollgaslons

for Newfoundland Coastal St

i

amship Servxcos, the C.7. C prov1dea a .

total of $520,000 to Nootka Sound Service hlnlLCQ and Nortnland Navigation-

Company Limited out of a total subsidy Dudget anountlng to $13 2 ﬁllllon

spread among 29 companies in eastern Canada. Noxr have federal subsidies

been confined to Operational expenditures. For example, in 1870 $3.3

million and in 1971 $6.9 nllllon were - soent on capital construction of

%

terminals for the St. John to Digby ferry seercc, in 1972 '$15 million .

was written off a loan &ov cons;ructlon of two vessels.for the New

Brunswick to Prince Edward Island Le*rj serv1ce And las; year the

-

NlnlSury of Transport gave as an outrignt grang to Lhe Provxnce of

Ontario $3 mllllon to help conSEruct‘LQINLnals for a- fcrry SeerCe R

. . : ~.|
connecting Tobermory, Onuarlo, to South Baymouth, Onbarlo. N AnoLher_$3__ |

million_was given as outrigh_ granu to Quebec ‘to help build an lcc-'

breaker type of ferry vessel by the M1nlstry of Transporu.

British Columola does not begrudge thlS a531stanceisor the

hecessary services in eastern Candda qu cannot ungerstand wny, when

it seeks the same type of aSSlStan”e, it is told this prov1ncc does’ not

gualify because B.C: Ferrles Operates within one provxnce.' How does

.that square with tne fact that the federal government not only helpns

subsidize the ferry service betveen Tobermory and South Baymouth in

government thc» ‘decided to boost the

service in ordcr to increase tourlsm Lo HdnluOULLn lednd and othor

points in northwest Ontario the fcde ral.govc;nment suostanslally 1ncreasec
its assistance? Under an agreenent 51gned between Lhe Ontario Minister -

N

of . Trdnsport and Communications ‘and the Federal Minister of 7Tr

ifransport,
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.Scotia to both Barr Hlarbour anc Pochand

"service; Lortnlghtly, by stean conmunlcatlon,

ment‘s‘nudertanlng in Clause Eleven.

‘government cocs have an ool‘catlon

to the normal federal ship building

responsibility of maintaining

'Confed ration wnlch said ?the Dominion

ment and would end‘thc,continuing
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cerminal construction, 1n lthR

ohb”ld[ and also Lc.undercoom the . &
. ) e ~ R - .
the whart structures and dredging the

channels~involved in that iﬁtra»prov1nCLal ferrj run. And direct

' subsidies for tho LlnlcOdlln Island oerv1ce continued to be made 2y the

C,T.C.' BritishrColumbia only asks for the same. Lreacmenc accordOd this

Ontario forry service and sxnllar secrvices oc a - UULClj intra- prov1nc1aL

nature along‘the'St. Lawrence in Quebec and in the Atlantic reygion. .3

Partlcularly uosectlng is che ;act that the federal government

subsidizes two lntcrnatlonal ferxy scrvxces conn ecting Yarmouth, Nova

in the State of Ma*ne.i Here

on the west coast the fedcral governmenc doec not do Lhe same onDlLe

Sectlon Four o; Lhe Terms OL Un;on under wn;ch DrlLlSh colunbla encercd

will pxov1de an efflc1enc ﬂclll

between Vlctorla and San,

Francisco, and thce a week between Vlctorla and Oljnpla- the v

essels

to be adapted for the convejance of frelght and passengers." _Whilegée

speaklng of the Terms of Union I uhould oo;nL out that Clause'Eleven '

called for constructlon oc a rallway co the. BaClLlC Ocecan ‘and lL is !

our COﬂthLlOn that :ederal flnanCLal cselstance for a fevry c*ystcm

between Vancouver Island dnd the malnland is consistent with that agree-

argument that Stopping the railway at a’
terminus in Vancouver a1d not aocqu

~7, 3 12 PP [PTR Y b .
C.¥ dlsCharge the federal govern-

The logic that the federal

to financially assist the provision

of a surface transportation system bclween Vancouver Island and the

)
o)

ainl

oy

I

ot

-

is reinforced by theo fact that the Traas-Canada [fighway i3
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ol clally recognized as beginning at Mile 9 in VlCuCrla and runnle

northward to Vanalno DLLOIQ resuming at- :orsganoe Bay north of Vancouvar-]
. O
LhC Ternms o Union saw Canada pledged to treat all p*ovinces

prov1oed to other provinces I believe the time has arrived that thi
promise. be carried out with federal support for our ferry serv1ces

.
equ1t¢bly and to provide Britis h-Columbia'with.such services as are :
S

All of the foxego ng I belicve evtaollrhos the juSthQ of

our claim to cqultaole trca;mcnu. We are'strong Confoderationists o
and we oelleve that with your help we can convince the federal governmanL

that it does have an oal*gaylon to treat Brltlsh Columbia ferries the sam

way it treats ferrles ooerated on the Great g Kes, the St. Lawrence and
the Atlanulc reglon 1f for na other reason than that our ferry system car

nal traffic.
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Deputy Minister . Sous-ministre
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.

Oiiar -

G §5:.0R
_0.G. Stoner

Attachment.

Place de Ville
Ottawa

. KTA ON5

L S
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JIEFING NOTE FOR THE MINISTER - REEV B.C. FERRIES - MINISTER'S
ETING WITH THE HONOURABLE R. STRACHAN

You will recall that as a result of a request by
mier Barrett of B.C. to the Prime Minister, Transport was
guested to bring forward a Memorandum to Cabinet outllnlng
ternative formulae for providing assistance to B.C. in
mection with the provincially owned ferry service This
binet 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- Submltted ’ ' '
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The Prlvy Council Office has recently wrltten asklng
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 subjee-.

: Last Sprlng s Cabinet Memorandum outllned the Lollowwng
alternatives: .

1. providing a higher ship construction subsidy for

- B.C. The cost implications of this change, which
would have to be offered to shlpyards in all provinces,
was considered prohibitive, Tnls was not recommended

2. 7prov1d1ng some form of annual a831stance 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 futurc
vears. Thls wvas not. recommended.

4. providing a lump sum payment toward the extension
- of exclusively land based facilities, including
terminals, causeways, and possibly rcads. This
assistance could be calculated according to a formula
which was related to the distance between Vancouver
and the Provincial Capital.

5. 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
axamination. The Cabinet Memorandum recommended that before
an offer was made, meetings be held with the Government of
.C. to determine the scope of the need of any assistance to
.C RRIES. This remains in some doubt due to the unavail-
'y of full financial data on the ferry operation. The
ederal assistance being provided to B.C. was to be kept
. There was to be a further report to Cabinet with a
nded assistance formula, if considered warranted. ;This
h could still be advocated if necessary. . - , S \
. . . |
|
\

Other Considerations

1. - Certain forms of assistance to B.C. FERRIES could
upset a policy, defined by a Cabinet dQClSlon, February 1,
1966, as followe. - Lo

"As a matter of policy, the federal government:
should reguire 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
directive cannot be considered wholly implemented in any

these cases, and is a weak federal pdsition for refusing

-to support B. C. but it is the only pertlnent federal. pollcy
available. :

2. You will recan we were concerned that perhaps B.C.
was already receiving more than its share of federal spepd;ng
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.)

L\)

This position is further substantiated by a recent
,MOﬂwasion 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

)’
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1y (Northland Shipping), citing increases in labour,

ety

compar
fuel, etc., plus inflation, has now requested the C.T.C.
to vrovide $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 represant
n increase of over 300% in the annual federal subsidy’
for this service Pavment of this increase could be mado
n lieu of a551StnﬂceALo B.C. FERRIES.-
4. The difficulty of spreading federal resources

over too many transportation projects in B.C. is a
‘factor to be considered. For example, federal partici-—
paticn in solving the Vancouver access problem would .
perhaps be easier to arrange without a compating demand
for assistance to the B.C. FERRIES. Assistance on a
spaecific 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 governmant.

5. Anotheér 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 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 ¢arly 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

+0 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 moeulng with Mr. Strechan.
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) 4., Deputy Minister - Sous-ministre
| P Transport Canada ~ Transports Canada
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MEMORANDUM TO: XDPPP

The Mlnlster will be meetlng w1th 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
w1ll be discussed 1s 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 CON.SE_IL PRIVE

OTTAWA, K1A OA3

CONFIDENTIAL . August 21, 1974

: : s
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 con51dered
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 alsoc 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. 0.G. Stoner
Deputy Minister of Transport
Tower "C", 25th Floor
Place de Ville
- Ottawa, K1A ON5
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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.

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  KlA ON9

Dear Alan:

I 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 recommendatioms. 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

000/2
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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 B.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 by

E G wisoy

K.G. Wilson

Attach.

cc: SMO (McKenzie)
DSM (Knapp)
DPI
TPP (GIL)
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RWP/bml cc: DM
SADM
DBC
XPPP
ADMF . R
Mr. M. Farquhar ’
GSRC v/

ASTA

150=3

CONFIDENTIAL |

May 1, 1974.
BY HAND ’

, S - ' \
Mr. R.F. Charron, : . h ' [
Supervisor of Cabinet - ' - : |
Documents,
Room 331, East Block,
Parliament Buildings,
- Ottawa, K1A OA3.

.Re: Assistance to British Columbia:
Ferries

Dear Mr. Charron: - ' ' |

Enclosed herewkth 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,

Crigina] Signea by

R W. Prarr

André Laframhboise
_ 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

SOMMATIRE

Le présent document donne suite & 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 a la
B.C. FERRIES serait bien accueillie.

Le Premier ministre de la Colombie-Britannigue
a fait remargquer 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 gu'une
aide fédérale soit accordée pour l'‘exploitation de la B.C.
FERRIES.

En 1972, l'aide fédé&rale aux services de traversiers
du Canada a totalisé quelgue 48 millions de dollars, quatre-
vingt-trois pour cent de ce montant é&tant octroyé aux
services de traversiers du CN & 1'Ile-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'é&tant pas connu.

Le présent document chercher & obtenir le
consentement du Cabinet sur la nécessité d'une aide
fédérale a B.C. FERRIES et l'autorisation au ministre
des Transports de discuter avec le gouvernement de la
Colombie~Britannique de l'importance de 1l'aide nécessaire.

A titre préliminaire pour ces discussions, six
formules d'aide ont &té& considérées; les deux sulivantes
ont &té& recommandées:

(i) le versement d'un montant forfaitaire
relié aux programmes d'aide & la
construction routiére de la Colombie-
Britannique, et destiné & la construction
de terminaux et de voies d'accés;

cee/2
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ou

(ii) 1l'octroi de subventions pour la construction
de nouveaux terminaux, voies d'accés,
chaussées etc., mais non reli& 3 la
formule d'aide d la construction routiére.

Le colit de la construction de nouveaux terminaux
irait de $5,000,000 & $20,000,000 selon 1l'emplacement et
le type de construction nécessaire pour les voies d'accés.

Les solutions précédentes sont recommandées
parce gu'elles satisfont le mieux aux critéres suivants:

- Compatibilité avec la politique fé&dérale d'aide
aux services de traversiers intra-provinciaux
(politique qui a déja été appliquée a d'autres
provinces et qui, si elle &tait 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 d& leur exploitation.

- Contrdle du coiit pour 1l'administration fédérale -
l'aide destinée 3 des expansions précises de
la capacité de B.C. FERRIES est préférable &
l'octroi de subventions destines 3 compenser
le déficit d'exploitation du systéme.

Nous proposons gue le ministre des Transports,
aprés négociation avec le gouvernement de Colombie-
Britannique, fasse rapport au Cabinet et présente des
recommandations sur les modalités et 1'importance de
l'aide gu'il y a lieu d'accorder & B.C. FERRIES, avant
la conclusion d'une entente officielle avec la province.
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THIS DOCUMENT IS THE PROPERTY OF THE GOVERNMENT OF CANADA

CONFIDENTIAL

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;

OR

- - - /2
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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 fulfilil 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.

000209




Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés a I'information

THIS DOCUMENT IS THE PROPERTY OF THE GOVERNMENT OF CANADA

CONFIDENTIAL

19 April 1974

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

.../2
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construction subsidy be raised to 40% from the then 171%.

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 noxr 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

../3
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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 1link" 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. 1In 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%

«../5
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subsidy level than at the prevailing 17% level. Twenty-
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 reqguest 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 intraprovincigl
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: 1In 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 1link 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-
sidies, 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:-
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Fiscal Costs - Years Following

Alternative Agreement with Province :
Fry 1 FY 2 FY 3 FY 4 FY 5 !
A. Status Quo No Cost (above normal ship construction 5

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 E

D. Federal Ferry Service $75m $10m $10m $10m $10m
E. Water Distance $5-10m (with possible extras in ;
Equivalent subsequent years) |
ﬁ
|
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 East and
West Coasts.
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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)

(b)

(c)

(d)

(e)

(£)

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.

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.

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.

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.

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.
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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

ii) 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 &tre 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 évaluer les diverses formes d'aide
justifiables en l'occurrence, en donnant la
préférence aux propositions prévoyant

i) 1le versement d'un montant forfaitaire relié
aux programmes d'aide &8 la construction
routiére de la Colombie-britannique et
destiné 3 la construction de terminaux
et de voies d'accés,

0]8]

ii) 1l'octroi de subventions pour la construction
de nouveaux terminaux, voies d'accé&s, chaussées,

etc., mais non relié 3 la formule d'aide &
la construction routiére.

(¢) tenir compte, durant les négociations, des autres
formes d'aides fé&dérale & la Colombie-britannique

.../11
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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,l12,791

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 Cornerbroock 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
C. International
Yarmouth/Bar Harbour 572,207 572,207
TOTAL....... ...$ 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 raising it
unless Mr. Strachan does.

Should we release the memorandum to PCO for next
Tuesday's meeting? ‘
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(Fiscal Yecar 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

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

Intraprovincial

Tobermory/South Baymouth (Ont.)
Mainland/Pelee Island (Ont.)
Portugal Cove/Bell Island (Nfld.)
Nfld. Outport Services (4)
Mainland/Grand Manan Island (N.B.)
Twillingate/New World Island (Nfld.)

B. Primarily Coastal Service

Interprovingial

Montreal/St. 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 v

Vancouver/West: Coast Vancouver 154,203
Island

Vancouver/Northern B.C. Ports 753,000
Montreal/Blanc Sablon 732,000
Gold River/Zeballos 12,502

C. International
Yarmouth/Bar Harbour 572,207

A

John's Cornerbrook 1,

$ 2,617,880

75,000
88,695
354,000

.117,500

259,000

77,000

2,101,916

1,651,705

TOTAL...‘O.-..D$ 48’027'694

971,195 (2.0% of tota:

$40,112,791

7.342,696

572,207

000224

v

|




Document disclosed under the Access to Information Act -

Document divulgué en v3ﬁuxe‘1voi suy‘?és a yormution

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 assistance 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

N down the request for higher subsidy, but in-
dicated in January 1973 that other means of
assisting B.C. FERRIES would be sympathetically
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 9just 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
Vanpouver Island side (Galliano Island) of the
new "third c¢rossing". 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.
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0f 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
sexrvices in B.C. do receive over $1 milliion

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 federal assistance to B.C. FERRIES.

2. BACKGROUND.

|
To obtain approval of Cabinet to initiate talks
i

The Prime Minister asked the Minister to bring
forward alternative "formulac" by which assistance might
be given toc B.C. FERRIES. This Memorandum is the response.

At present 97% of federal assistance to ferry
services goes to eastern Canada. Also, the c¢laim by Mr.
Barrett that ferries are an integral part of the trans-
portation system in B.C. has validity. The Premler‘'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, bhecause of the high cost impli-~
cations of cpen subsidization; also, providing subsidy would
contravene a 1966 Cabinet decision which directed that all
ferry services of an "intraprovinecial, 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 suwbsidy 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.

ees/2
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In ranking alternstives, 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., thats=

- The need for assistance be fully assessed,
taking into consideration the current high
level of federal assistance to B.C. on other
trangpoxtation projects.

- Assistance to specific new ferry terminals .
and/or approaches would be an acceptable ; |
form of help. L

- While the amount of this assistance could béﬂ i
determined by a formula reiated to highway ; °
assistance this might limit the assistance ' -
level and the flexibility of the federal
position.

—

v

-« MOT would report to Cabinet on the results Y
of negotiations, before proceeding with any !
agreement with B.C. ’ :

4. POSITION OF OTHER DEPARTMENTS. - A

PCO have naturally favoured assistance to B.C., 'Y§,.
FERRIES, reflecting the initial view of the Prime Minister. 5
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).)

.../3
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5. ATTENDANCE. |

Mr. M.E. Butler
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TPP  (Mr. G.I. Leney)

TPH | P P @fﬂK/

_ | 'Y W24 April 1974
" Ferry Classification for
Memorandum to Cabinet (B.C. Ferries)

This is further to my letter to Mr. Alan Campbell, in
which I recorded his concerns. He has now phoned with
further comments. I 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. Newfbundlan& Coastal Perries

The table shows Twillingate/llew World Island, and
Burnside/St. Brendans. Mr. Campbell contends these are
no different than the other three Hewfoundland outport
ferries which we have ligsted under "coastal service -~
intra provincial®, He feels we should have all five of
them in the same category, and preferably under “coastal -
intra provincial®. v

If we had a rationale for splitting these ferry services -
for instance if the major volume of freight was vehicular for
.Twillingate and Burnside - then this split<tiapnld be supported
and we'll make a case for it; otherwise, we Shiould go along
with Mr. Campbell's position. Classing sore or all of the
Newfoundland outport ferries as contravening the 1966 Cabinet
Directive naturally puts them on the slate for elimination
from federal support. That will meet resistance, s0 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 somas 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. -

L O A8 2
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”\/ 3} Coastal -~ Intra Ptovincial

The Vancouver/West Coast Vancouver Island figure for
1972 is apparently $160,000, instead of $154,203., This
would bear further checking to make sure this new figure
from Mr. Canmpbell is baetter than the one you had. Apparently
this ferry was supported Wor only the first six montha of
1972, then assistance was transferred to the following.

He also says add Tofino/Ahousat, &t $36,950 and Fair
Hafbour/Kuyquot, at $37,280, These subsidies were furnished
in the fiscal year 72-73. :

4. Corrections to'ﬂgadingg

Our catégories under A and B should read "primarily
road link for vehicles", and "primerily coastal service
(froight carrying) " respectively.

Could vou again obtain.the help of Surface Administration
to make this classification of ferry services,

Last night Mr. Aldwinckle was down hexe and advised

that at the Cabinet Committee on Federal~Provincial

Relations (Tussday) did not deal with the B.C, ferrles
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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Thank you. This was handled

just right.

24-4-74
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FROM ASTA

DATE

B N April 23, 1974

BT 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 0il Ltd. He noted that recently
Gulf 0il 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 and the penalty
owing was adopted.

R.M. Aldwinckle

f 4/;&/{ RE@EW
S5 APR 24 197
OFFIDE OF THA

UTY MIESTS
TRARSPFORT

CGSB STANDARD FORM 22d

7540-21-865- 6699
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SECRET

The Cablnet Committee on- Federal-Prov1nc1al

Relations

Le comite du Cabinet chargé des relations

federales provinciales

CONFIRMED BY THE CABINET ON MAY 2

RECORD OF COMMITTEE DECISION

. RAPPORT DE DECISION DU COMITE

Meeting of April 23,

1974

Réunion du 23 avril 1974

1974

CONFIRMATION PAR LE CABINET LE 2 MAI 1974

<

L)

British Columbia Ferry Service

Application of Sales Tax

Service de bacs de la Colombie-Britannique -
Application de la taxe de vente

.(a)

The Committee agreed that:

" the Department of National Revenue be
authorized to proceed at once to initiate

" court action against Imperial Oil Limited,

- and any other

"to collect sales tax,
on supplies sold to the British Columbia

British Columbia Ferry -

Service suppliers in a similar situation,

Ferry Service;

and penalties owing

This document consists of . 2
Ce document comprend

pages
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as an issue between the federal tax
administration and a taxpayer rather than
a dispute between two levels of government.

(b) court action should be treated publicly = :
|
|
|
|
|

Le dépositaire ‘de# docfients du Cabinet 1
R.F. Charron |

Supervisor of Cabinet Documents

May 2, 1974.
le 2 mai 1974
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J50-77~

April 22, 1974
BY HAND

Mr, A.P. Campbell
Chaixman

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 vou 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
sexrvices 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. Mg. Alan
McKenzie has provided the regular counsel, but Mr., Knapp
and Mr. Aldwinckle are familiar with the problem.

Yours sincerely,

. Dilgtal Sigried By

G. WILSON
K.G, lson

Policy Advisor -~ Marine
Transportation

Attach.

cc: ASTA, DSM, SMO,
DPI, DPD, TPP (G. Leney)
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550-/0 ¢

CONFIDENTIAL

18 April 1974

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.,

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
toibe 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 returned 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
Premiexr 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.

.“/2
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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.
CccC: SADM
ASTA
AMTA .
DBC
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NOTE DE SERVICE

SECURITY - CLASSIFICATION — DE SECURITE

CONFIDENTIAL

OUR FILE — N/REFERENCE
550-11—%

YOUR FILE — V/REFERENCE

PATE 16 April 1974

susecT  Agsistance to British Columbia Ferries

OBJET

I have asked both DAMS and Mr. DeVos to comment on the
attached paper. Mr. DeVos has made some comments in the
margin of the paper which I am returning to you now.

Essentially he feels that this is a very good paper but
has provided some new thoughts 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.

Ot
HENRy 3 2%

YM WAL@H

Henry M. Walsh

Att.

S om v

CGSB STANDARD FORM.22d . 4 7540 21:865-6699 _ _.
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“FROM ) ;j& I~
bE DsSM DATE

B N 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
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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 51gnature 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,

=8

D.F. Knapp

Attach.
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SUGGESTED CHANGES IN MEMORANDUM TO
- CABINET ON ASSISTANCE TO B.C. FERRIES

Paee 2, Paragraph 6 (b)

' There 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 QL 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 bridges would be required to
connect the terminal with the main island. The costs of
such crossings would presumably be part of the prov1nc1al
hlghway program. :

Page 4, Paragraph 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
oxinting shipbullding subsidy, but perhaps thc 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 time.

3
i
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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.

f; Annex I

= The 1nternatlonal service between Yarmouth ‘and Bar
j.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 maklng the internat10na1

.sub hoading Item C. SR v ,

Marlne & Ferry Branch e
' Aprll 10 1974“,: R
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SECUMITY - CCASSIFICATION — DE SECURITE

TO Mr. R.M. Aldwiynckle, ASTA SpﬁM
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)
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YOUR FILE — V/REFERENCE
. \_\._/// |
FROM M.E. Butler, XPPP aaAﬁ>q47\

DE W/ el
| April 9, 1974\

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 _16#ir meeting of the Cabinet Committee on Federal-

pov Provincial Relations, in order to be read with a paper from
ﬂ?‘/ National Revenue on the Federal Sales Tax withholding
745 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,

../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.

cc: DSM.
SMO
TPM
TPP
DBC
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YOUR FILE
VOTRE REF:

IN REPLY QUOTE
REF, A RAPPELER:

CANADA

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 PCC, 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 becn 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 }5 P“}XLH‘
/ e
o
-
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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 o0il used by the ferry service.

Attach.
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Canada Canada
- . el
CONFIDENTIAL

Ottawa, Ontario
K1A OM2
November 23, 1973.

‘xA 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,

T ———.,
C/{W ENTERED |

eN CARDS j

C. K. Hurst, P.Eng.,
M

Chief Engineer.
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OTTAWA, Ontario.
KlA ONS,

8 November 1973,

Mr. Allan P. Campbell, |
Chead rman, i
Water Transport Committee, ,
Canadian Transport Commission, §
275 Blater Street,
Ottawa, Ontario.
K1A ONY.

Doar Mr. Compbell: \

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 msde, for
example, the international run to Bar Harbour is considered
under the "inter" category. J

A
)

et 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 Premler of Britich Columbia during a visit to
the Prime Minister in December, 1972. The Prime Minister has
continued to show sgecial interest in the B.C. request, and
has asked for a series of alternative proposals. A draft of
t?eﬁproposﬁd Memorandum will be put in your hands by the end
of the week.

Tours very trly,

Original Signed BY,
A R. CONBOY

A. R. Conboy,
Director,
Policy Planning & Major Projects.

Att.

RGWigmb
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Le trés honorable Pierre-E. Trudeau
Premier ministre du Canada
Ottawa (Ontarioc)

HMonsieur le Premier ministre, =

J'ai bien regu votre lettre du 29 janvier
d propos des dispositions que le gouvernement f&déral
pourrait prendre pour aider la province de la Colombie-
Britannique & am&liorer son service de traversiers.

Bien que je sois favorable aux demandes
du premier ministre, M. Barrett et que je sois sensible &
vos suggestions concernant les possibilités d'aider
la Province 3 remplacer certains traversiers ou &
augmenter la capacité& du service, je m'inguidte du
précédent que créerait l'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 posseéde, bien slir, les navires
exploités par le Canadien National qui assurent la
liaison entre 1l'Ile-du~Prince~Edouard et le Nouveau~
Brunswick et entre Terre-Neuve et la Nouvelle-Ecosse.
Cependant, nous avons &vité, depuis quelques annéges,
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 3 ces services. J'admets toutefois que le service
de traversier Vancouver~Victoria peut étre considéré
comme un cas particulier.
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Avant d'aller plus loin, je wvoudrais proposer
gu'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-&tre satisfaire M. Barrett. Je pense notamment §
la possibilité de construire des terminaux pour traversiers,
ce qui risquerait moins de créer des précé&dents 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 détaill&, en ce qui concerne les diverses
solutions a envisager, que je ne pourrais le faire pour
le moment.

Si vous €tgg d'accord avec cette fagon de voir
les choses, j'&crirai &8 M. Barrett pour lui demander
que la ré&union ait lieu d438s que possible.

Je fais parvenir copie de la présente 8 mes
collégues des Finances, de l1l'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 Mafjiﬁi%
A%

=
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o)) AMTA

APR - 4 1975
MEMORANDUM TO THE DEPUTY MINISTER

Re: Response to Prime Minister's Letter to
Mr. Marchand on Requestz from Premier Barrett
for Appistance to Britishi 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
some senlor officials from this Ministry and the others
involved talked with officials of the Promier's office
in an attempt to clarify what options might be available
to assist the Premier other than the purchase of vessals.

The -Minister indicated his agrcement to this
approach and the letter to the Prime Minister is drafted

accordingly.
ORIGINAL SIGNED B
C.C.HALTON 1 0z CEIVED
C. C.v I’ialton i MAY 9 1373

cc:  SADM | BEPUTY ADMinisTRATOR |
ASTA MARNE SERVICES
 AMTA |
DBC

Att,

J—
RECEIVED

-
?
; iy 9 1973
. "-_":M
mistiator Marine T entD \
R ministrateur, Eau pTER: S0
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‘APR - 4 1973

MEMORANDUM TO THE MINISTER

Re: Your Response to Prime Minister's Letter
on tha Sukject of Assisting British Columbia
¥exry Syztem

L T

Lt L B e 0 A ot bt 5 W8 L i ey S 5 10 R

I attach a suggested roply from you to the
Prime Minister on this guestion.

“¥You may recall that you indicated agreement
that officials from the Ministry and other interested
Federal departments should visit the Province to try
and determine what optiong might satisfy Premier Barrett.

Your reply to the Prime Minister makes
this puggestion. Should he agree T will arrange %o
have & latter from you to Promfor Darraett propared
suggesting that the discussion you refer to take place
as soon as posasible.

Original Signed by

O. G. STONER

0. G. Stoner

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



Wy

Document disclosed under the Access to Information Act -
- ) Document divulgué en vertu de la Loi sur Faccés & I'information
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Le trés honorable Pierre-E. Trudeau
Premicer ministre 4w Canada
Ottawa (Ontario)

Monsieur le Premier miniastre,

J'ai bien rogu votre lettre du 29 janvier
& propoe dos dispositions gque le gouvaernament fédaral
pourrait prendre pour aider la province da la Colombia-
Britannigue & amélioxer son scervice de traversiers.

Bien gque je sois favorabila aux demandes
du premier ministre, M. Barrett et que jo sois scensible &
voa suggestions coacernant les possibilités d'aider
ia Province & remplacor certaina traversiers ou A
augmentexr la capacité du service, je m'inguidto du
précédent que créeralt l'octroi d'une telle alde, on
co qui concerne les autres modes deo transport, ailleurs
au Canada. '

: Comme vous le mentionnez dans votre lettre,
la gouvernement fé&déral possdde, kion slr, les navires
exploités par le Canadien National qui assurent la
liaison entre 1l'Ile-du-Prince-Edouard et le Nouveau-
Brunswick et entre Terra-Houve et la Nouvelle~Ecosse.
Cependant, nous avons 8vitéd, depuis quelgues aan&es,

de fournir des navires pour des services intraprovinciaux

et, comme vous le savei sans doute, la politigue actuelle 1

du gouvernement est de cesser toute forme de participa-
tion 8 ces services. J'admets toutefolis que le service
de traversier Vaucouver-vVictoria peut £tre congidéré
comme un ¢as particulier.
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Avant d'aller plus loin, 3¢ vouvdrais propover
qu'un petit groupe de hauts fonctionnaires des Tranaports
et des ministdre de l'Industrie et du Commerce, des
Pinances et possiblement des Travaug publics se rendent
a4 Victoria pour discuter aveo les responsables da la
province de certaines autres formes d'aide gqui pourraient
peut-&tre satisfaire M. Barrett. Je pense notamment j
la possibilité de construire des tarminaux pour trxaversiers,
¢o qud risquerait moinn da eorfer das prdobdents que le
fait de fournix des navireo. A la suite 4pe telles dio-
cusaions, ja serals en mesure de présenter au Cabinet

“oooun mémolre plus d6taillé, en ce qui concerne les diverses

nolutions & envisagar, que je ne pourrais le faire pour
le momant. v :

: 81 vous &tg® d'accord avec catte fagon de voir
lan chogoen, §'Goriral 4 M. Barrett pour lui demander
gque la réunion ait lieu d3s guae possibla.

Je fals parvenir cople dea la présente A mos
coll&gues dep Finances, de’ 1'Industrie et du Commerce,
du Revenu national et des Travaux publics.

Ja vous pria d'agréar, Monalaur lo Premior
ministre, l'axproseion de mes sentiments dlstinguds.

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 _ A :

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 reqguirements 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 Migs Carridre indicates

he has not yet seen. '

Griginal Signed by
M. BRENNAN

M. Brennan

c.t¢. ASTA,
AMTA,
DBC,
XPPP.
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MEMORANDUM TO THE MINISTER

Re: Letter From the Prime HMinister 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 reguirements and of poten-
tial expenditures will be obtaired. This would allow us
to 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 Sosts

G.A. 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 g

MEMORANDUM TOLQAD// FEB 141973 ° o

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 000261
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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- Carridre indicates
he has not yet seen. ,

e

M. Brennan

c.c. ASTA,
" " AMTA,
DBC,
XPPP.
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o ' Note de service

ORI

To — Destinataire: -—
3! q

From — Expéditeur:
c:’; V)Y D 14

Mr. Davey Carmel

P

Mr'. Marchand has not yet seen this
letter but I thought you might wish to

: have a copy.

LET%AJb A e T (- NP
s lowhedd ™ cin et v
™y \\F

02 — 0046

e Bocumant :Hf’s’é'mghe Access to Information Act -
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CANADA CONFIDENTIEL g
) 1«/
PRIME MINISTER: PREMIEZR MINISTRE 0,/
P .
Ottawa K1A OA2 D
Le 29 janvier 1973 0
X SO0
Mon cher collegue, b

Vous wvous souviendrez qufau cours des derniéres
années, nous avons =u de nombreux entretiens avec le
gouvernement de la Colombie-Britannique au sujet du
service de bacs dont il est le propriétaire et l'exploitant.
Ce service permet, notamment, le transport des voitures
de Vancouver a Victoria. A 1l!épogue du Premier ministre
Bennett, les entretiens ont principalement porté sur
la demande de la Colombie-Britannique d'exempter le
service de bacs de 1l*impdt fédéral sur les ventes:; les
autoritds fédérales ont toujours répondu qu’il ne o
sauralit v avoir dlexception dans ce cas et que le -
probléme devalt étre étudié dans le cadre des entretiens '
fédéraux-provinciaux sur les questions de fiscalité
intergouvernementales. )

Liune des premiéres démarches de M. Barrett,
une fols devenu Premier ministre, a €té de soulever
cette guestion & nouveau. Il m'*a écrit a ce sujet

£t j'aili eu lfoccasion dlen discuter avec lui lors de
sa derniére visite a QOttawa. Nos collégues, le
(L

Lfthonorablie Jean Marchand

Ministre des Transports

Chambre des communes
OTTAWA
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ont naturellement suivi ltaffaire de pres. Dfautre
part, M. Barrett souhaite qu'on examine dfautres moyens,
pour le gouvernement fédéral, de venir en aide au
service de bacs de »olomble—Brltannlque. I1 demande,

en partlculler dans son dernier télégramme, dont vous
trouverez le double ci-joint, gue le Canada accorde

cdes 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 l'Industrie et du Commerce et d'autres ministéres
intéressés. Il est évident que le Canada peut
difficilement envisager une augmentation générale du
montant actuel des subventions qu®il accorde pour la
construction de bateaux, que ce soit pour le marché
intérieur ou pour ll'exportation. Une telle augmentation
seralt trés onéreuse et difficilement justifiable a
ltheure actuelle. Il serait tout aussi difficile, mais
moins colteux, dtaugmenter uniguement le montant des
‘subventions accordées pour la construction de bacs.

Et si 1lfon accordait, dans le cadre du programme du
ministére de 1'Industrie, des avantages particuliers
aux bacs de Colombie-Britannique, on nous presseralt
sans doute ensuite dfétre plus généreux avec dtauvtres
services de bacs ou a’autres types de bateaux.’

Par ailleurs, 11 mta semblé, au cours des
entretiens que jtai eus avec M. Barrett, que la
Colombie-Britannique a des motifs wvalables pour
demander ltaide du gouvernement fédéral a cet égard..

Je sails que le gouvernement fédéral a accordé, par

le passé, un certain nombre de subventions d'établissement
et de fonctionnement a divers services de bacs, surtout
dans l1tEst du Canada. Depuis quelques années, d*érormes

4

e../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 gui relie le Cap Tourmentin’
(Nouveau-Brunswick) a Borden (Ile-du-Prince Edouard),

et celui gui relie Sydney (Nouvelle-Ecosse) a '
Port-aux-Basques (Terre-Neuve).

Je me rends compte que ces deux importants
services sont interprovinciaux et, d'aprés la Constitution,
relévent de notre compétence, alors que le service o
Vancouver-Victoria, intra-provincial, n'a, en théorie,"
rien a voir avec nous. On pourrait aussi faire valoir
gqu'une aide 4 la Colombie-Britannique a cet égard
pourrait ‘amener les provinces a faire de nouvelles
demandes d‘'assistance fédérale pour d'autres services
intra-provinciaux. "Il me semble, malgré tout, gue le

' service Vancouver-Victoria présente un cas particulier.

Tout bien considéré, on pourrait sans doute le décrire
comme. 1'un des trois principaux services de bacs au
Canada, les deux autres étant ceux dont j'ai parlé
ci-dessus. Je 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-Britannigue
comme profitant au Canada en général, puisqu’il constitue
unn chainon indispensable de la route transcanadienne.

A la lumiéere de ce qui précede, 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

{
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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 donneralt pas au
service de Colombie-Britannique un appui aussi important’
que celul accordé aux deux autres services, mais elle
constituerait au moins une reconnaissance tangible de
son importance pour les habitants de la Colombie~Britannigue
et du Canada. Il serait possible dtévaluer avec une
bonne précision le colt gqu'un tel projet représenterait
pour le gouvernement fédéral au cours des prochaines
années. Je sals que la Colombie~Britannique envisage

de lancer un programme de construction de bacs dont le
colit pourrait étre de quelque 200 millions de dollars,

: ans. Ce programme n'est

la navette entre Vancouver et Victoria, mais je pense
qutune bonne partie de ces fonds devra servir a : :
remplacer les bacs actuellement en . service sur ce parcourQ...

De toute maniére, j'aimerais connalitre vos vues
a ce sujet. 8i cette fagon dlaborder la question paralt
raisonnable a votre ministére, vous voudrez peut-étre,
en c¢cllaboration avec les autres ministérés intéressés,
soumettre un mémoire approprié a llexamen du Cabinet.
Jtadresse une ccpie de lu présente lettre a nos collégues
des ministeres des Finances, de 1l*Industrie et du
Commerce et du Revenu natiocnal.
Je vous prie de recevoir, mon cher collegue,
mes cordiales salutations.
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CANADA CONFIDENTIAL

PRIME MINISTER -PREMIER MINISTRE

Ottawa
K1lA O©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.. ‘ s

'I have the feeling that it would be

 difficult for us to adjust the subsidy policies

~to meet your partlﬁular need without, at the
" same time, running into serious dlfflcultles

in a. numker cf other respects. We are nevertheless
looking sympathetically at what might be done
either in the way you quggest or ‘in some cther
fashion.. ,

T would hope to be able to write to you
again on this subject within a few weeks.

Yours sincerely,
Origing! sign€ pt'::A
Original signed by

P E ”R JDEAU
-FLB - 51973

The Honourable David Barrett,
Premier of British Cclumbia,

Parliament Buildings,
Victoria, British Columbia.
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VICTORLIA

& IP‘?OVINCC 0: >
TISH col_\.\‘

The nght Honourable P, E. Trudeau P. C. s
. Prime Minister of Canada
Ottawa Oatano..

Dear Mr, Prime Minister:

Regarding our discussions on Der*ember 11th
in OtLawa this will confirm my request for restoring the Federal
Governrnent ship construction subsidy to the orlglnal 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
seven years should be established for the 40% subsidy to allow
for effective long-term planmng in the Canadian shipping 1ndustry.

There is urgency to restoring and sus'caining
e*nploymeqt and these suggestlons in my view, would materially

ssist in ach1ev1n0 this goal.

I would like to take this opportunity to thank ybu

for our cordial discussions and to wish you the compliments of

the Season.

Yours sincerely,

December 14, 1972

o i, -
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Mr. Stone
1”4

I have sent a copy to Mr.
Halton who may be providing
a further note to you.

1

S.T. Grant

-

11-12-72
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A2. BRITISH COLUMBIA FERRIES DISPUTE: 557 -/
Collection of Sales Tax from Suppliers
- = 13300

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 1s applylng the federal
sales Lax 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 Prov1nﬁé"fﬂatm—_fﬁ—?'ﬁaaagvgequ1red
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 L

(b) giving wrltten 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 v
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 O1l, 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 0il during the fall of 1972. Since
then two importantT changes 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 0il. It also raised the danger that if the
federal government proceeded gquickly against Imperial 0il,
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.

'.f./2
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The second change, which may not reguire that the federal
government proceed against Imperial 0il 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 0Oil.

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 0il) 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.

eed/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
acceptgif the province agrees to the federal position.

it

Iﬁ 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.

/5
//
/
/

/

(1) Air, marine and surface transportation programs i.e. wharf
and harbour construction, navigation aids, etc.
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“Taxation interpgouvernementale

‘Le but de cette note est d'exposer succinctement les problémes
suscltés 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 a l'effet que les ministéres ne palent pas les taxes
3 la consommation des autres gouvernements alors que les Corporations et
les Agents de la Couronne les palent. Dans la pratique, 11 'y a de nombreux
accrocs 3 cette régle. '

Les entreprises privées souffrent aussl du systéme actuel. Deux
situations se présentent fréquemment. Dans la premiére, le fournisseur est
coincé entre un gouvernement d 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 3 une taxe 3 la consommation est obligée de concurrencer
avec un organlsme gouvernemental engagé dans les mémes activités commer—
ciales qu'elle et exempt de taxe.~

!
Le présent régime de taxation intergouvernementale est 3 l'origine
"~ de fréquentes controverses entre gouvernements, et c'est 13 le plus sérieux
des problémes. A l'origine dejces disputes, on retrouve habituellement les
causes suivantes:

(a) 1les 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 3 la taxe d'accilse;

(¢) 1la distinction entre les opérations taxables des ministéres

(c'est-d~dire les opérations commerciales et manufacturiéres)
et les activités non taxables est trés difficile a faire;
i .

(d) 1les 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. Il y
a liecu de noter aussi que lorsque deux gouvernements sont
engagés dans un programme & frais partagés, la répartition des
colits entre les deux est sensiblement modifiée si l'un des
partenaires seulement est affecté par les taxes de l'autre.

o’ -/2
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’

Dans le rapport qu'il a préparé sur cette question, le Comitéd
permanent des questions &conomiques et fiscales a conclu que les arran-
gements actuels &étaient caractérisés par 1'absence d'un "principe directeur"
et par un manque de cohésion. Parce que les efforts pour améliorer le
systéme actucl ont &choué, 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 &tudié 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 €quivalents aux taxes de consommation qu'ils auraient payés s'ils
avalent &été taxables. '

Conformément & 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 1l'implantation eventuelle d'un systéme de taxation réciproque portent
sur les points su1vants.

(a) Mise au point d'une méthode simple de paiement d'indemnité
(compensation) aux provinces qui seraient désavantagées
par l'implantation du nouveau systéme;

(b) Mise au point.d'une formule selon laquelle les taxes
provinciales pourraient étre 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. 3 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
1l'exemption réciproque.

Une lettre du Premier ministre du Canada aux Premiers ministres
des provinceS, datée du 19 mail 1972, a été 1l'occasion d'une relance des
activités dans ce domaine. Invités par cette lettre @ indiquer s'ils
étalent toujours intéressés a la formule de taxation réciproque, neuf
Premiers ministres provinciaux ont répondu affirmativement. Seul
1'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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. €awscs  CONFIDENTIAL

PRIME MINISTER - PREMIER MINISTRE

Ottawa
: ' ] KlA 0Oa2
i . November 21, 1972

i

My dear Prenier:

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
_ for some time.

It might be useful to review briefly the
background to the guestion and the more general setting
which governments face with respect to taxation of each
other's operations.

In é 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 prlnc1ple
seems clear and reasonable, in practice the determination of
what is taxable or nonftaxable is sometimes difficult.

i

The Honourable David Barrett, ) .
- Premier of British Columbia, .
Parliament Buildings, ‘ ' : '
Victoria, British Columbia.

eed/2
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CONFIDENTIAL

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
"reciprocal taxation". Roughly speaking, under such a
system governments would pay each other's consumption
(sales) taxes.

Mlnlsters also agreed that a study should
be made of the implications of such a system for any
province which decided not to partlc1pate. 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 - ‘
"to reach an overall solution in the next one or two years,
and I would appreciate receiving your views on this
1mportant question when you have had an opportunlty to
give it your con51deratlon.

, In the meantime, I 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:

ei/3
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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) wuse 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
" servants 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.

L
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CONFIDENTIAL

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
suppliecs and equipment in respect of the latter service have
not been subject to the federal sales tax.

/

9 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 1ncurred '

Concurrently w1th the British Columbla
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 pdy 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.

‘ . .. ..-./5
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CONFIDENTIAL

.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. . o o -

] Yours sincerely,
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The Right Honourablc 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 conceérning 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 ferrics 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 situation in Canada. ' :

Yours sincerely,
- .
/ >
* ’
/ !
X
s

~ Premicr and
Minister of Finance

cc. - 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)
D oEEerey

(2) The Ship Building Temporary Assistance Program (STAP)

' — e

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 17%%, 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 assistaqce was at the 35 to 40% level.

!
. 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 15%% for vessels under 25,000 tons
and 12%% 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

2
SECURITY - CLASSIFICATION - DE SECURITE

FROM DBC CONFIDENTIAL
o ] 5581177
[7 ? P ‘I YOUR FILE — V/REFERENCE

T; ' Mr. | . Stoner - o
Depully Minister DATE

| ] November 29, 1972

OUR FILE — N/REFERENCE

SUBJECT . . R .
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.

ﬁNJﬁ)/ : : André Laframboisey, il .-
;7‘!:"'“?
vy

‘ -
: ) ¥ el : .
M ! g
{ 3
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. COORDINATION  COORDINATION . .
P~ Confidential.
T0 A FROM DE DATE
|
| Spetial AGRR DBC 4/7/72

' FOR YOUR A TITRE
INFORMATION D'/NFORMATION

British Columbia Ferry Service
Application of Sales Tax.

RCD confirmed by Cabinet June 29,1972.

cc XPPP,J.Sylvester ASTA.
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\nIS DOCUMENT 1S THE PROPERTY OF THE :
GOUVERNEMENT DU CAMNADA

GOVERNMENT OF CANADA

Serial
sarie VO
CONFIDENTIAL

: - . X N Y
The Cabinet Committee On Federal-Provincial Relationglggég%gzié;zb ‘

RECORD OF COMMITTEE DECISION

Meeting of June 20, 1972

. CONFIRMED BY THE CABINET ON JUNE 29, 1972 -

British Columbia Ferfy Service
Application Of Sales Tax

‘ ' The Committee agreed ‘that: ;
(1) In principle, and. sub;ect to the views of mlnlsters
from British Columbia fﬁe Department of National
" Revenue should be authorlzed to take court action
against Imperial 0Oil to cover the tax owing on the
sale of fuel oil to the British Columbla ferry
service.

(2) No actlon 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'
- Premler. _

R AN S
// (, ?E i {
Leach,

Supervisor of Cablnet Documents. _

June 30, 1972,

This document consists of : : : - I
Ce document consiste de pages o : o /
' o 000286 f
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MEMORANDUM NOTE DE SERVICE

GOVERNMENT OF CANADA GOUVERNEMENT DU CANADA

f 7 4‘ SECURITY - CLASSIFICATION - DE SECURITE

FROM CONPIDENTIAL
bE B. Goulet OUR FILE — N/REFERENCE
L ]
150~-3

r _1 YOUR FILE — V/REFERENEE Q/.S'”“ m
10 ‘ C. C. Halton
A DATE

L _ April 17, 1972

smecr - B. Co Ferxry Service ~ Application of Sales Tax

SUJET

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 qgaestion 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
decision not to sue Imperial 0Oil may be revised at the meeting
of the Cabinet Committee on Federal-Provincial Relations,
Tuesday, April 25.

|
|
|
i
Recent developments regarding the Cabinet Committee
1
|

Mr. Clargk would most probably accept to send a ]
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
underlined 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. '

S

B. Goulet

" 000287

CGSB STANDARD FORM 22C 7540-21-855-4989 FORMULE NORMALISEE 22C DE L'ONGC




Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés & I'information

7 JRG/pm  ce--Di
DaC
8pec., Rec.y/,

CONFIDENTIAL - -
DRC .
156-3
T4 sV~ 1] ~ N
N
\\-

¥r, 0.G. Stoner,
| Deputy lHinister.
\ February 1, 1972.

RECORD OF CABIUET DECISION

Attached, for vour information, is a copy of
the R.D. (Record of Cabinet Decision) on the subject of:

B.C. Ferry Service - Application of Sales Tax

|

1

A. Laframboise.
‘ .

Att:

000288



Document disclosed under the Access to Information Act -
Documﬁmm viftupde o {iur I'aeces a I'information
Spec, Beo.

CORPIDENTIAL

s

February 1, 1972.

oBC

Hr. €.C. Halton, XPPP

RECORD OF CADILET DECISION

Attached, for your information, is a copy of
the R.D. {Becord of Cabinct Decision) on the subiccot of:

B.C. Forxy Sexrvice — hvplication Cf Sales Tax

opaiel Stoned BY
Cﬁdt: (YW?V
L.G. Cope
Burcait of Loordination
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Hr, W. Le Clerc, ASTA
Pebruary 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. Perry Service - Application Of Sales Tax

Oriqinal Signed bY
L. G. COPE

L.G. Cope
Bureau of Coordination.

Att:

co~~ 1. A.L. Pael, DSH |
2. D. Enapp, DSM |
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, Ontario.
y 27, 1972,

p*a H.E, Young,

ident,

xa Sound Service Lra,,
PBELL RIVER,

ish Columbia.

Dear Captain Young:
I enclose for your consideration terms of
reference for the study of the west coast of Vancouver
I land tranhyo*tatLGn recvzrem ents which you now have under-
yl

‘ I have drafted these with gyreat care and have, of
course, ceoasulted my <0118ague$. 1 believe they accurately
detail the rvequirements of the study and are fully compatible
with the pernonui undaxstﬁuﬂwnﬁ of thaose requircments that
cx13ts between you and me. I would however be aveful for
any comments you may have -

phowo vou eariv next week to
ral way and Jpcc1€1cally to
3 ¢t covering the work., I expect
this would be a very short cument in which the pr1nc1p1c
itern would be the agreed fee.

As we hiave discussed I intend to make available
to you a financial oifiicer fto assist in putting together
the pro-forma operating statenents veguired by the terms of
reference. Would you please let me know approximately when
this assistance might be nost wvseful to you.

Yours very truly

N . H . 13
¢t Cigned by

_ ...,,,,«r-,
AT VPP B AR WLRY LT ul,r..L

‘ Alzn P, Campbell,
APC/pm gngmrmﬁn, ]
- watexr Transport Committece.
Enci.

P.S.: Please ensure that any correspondence is addressed

to me personally and marked *Private § Confidential!

000291
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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 nceds
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 systom might develop
year by year over the next five years and
to doscribe 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, rcasonable nccess to economic
anddefficient 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 details:

A, 1., The description would deal mainly with
those places scrved 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 volune of traffic and the interrclation of
the tvo with each other and hpon the need for
subsidy.

Y
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A. 2, A study of the map indicates that a number
of places accessible only by water are not served
by any subsidized service and therefore must be
scrved privately by different means. These means
should be discussed.

3., It is important to describe the major barge
service from and to Port Alice, how it affocts

the supply situation in Quatsino Sound, how local
distribution in Quatsino Sound is accomplished and.
why subsidies are not 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 Teahsis and Gold River
warrants brief mention as an indicator of the
industrial strength of the region,

6. It does not apgcar necossary to deal with
places scuth of Pachena Point and obviously it
is not necessary to discuss Port Alberni except
as a supply centre,

7. Such other details as nay appear to you to be
relevant.

\

B. 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, efficient and adequate
transportation system making the best use of all
available modes of transport at the lowest total cost'.

2. It is assumed that the objective mentioned in
(1) can bLest be achieved by local water transport
services operating as oxtensions of or links
betweon local roads.

.CiiiQ/s
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B. 3. You should degscribe each of the services
required in some detail, The detall would incClude
the names of the places served and the name of the
place from which each service originates. Some
doscription of wharf and shed facilities especially l
at the ports of origin should be included, The
most suitable type of vessel should be described
in cach case and some comment upon availability
of the type of vesscl 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-foma operating statemerts and include, on a basis

of sound accounting principles, all costs properly
attributalle to each service as well as projected

revenues bascd on forecast traffic volumes and

tariffs of freight rates. The tariffs of freight

rates should be those that sppear commercially

reasonable having due regard to the nature of each

service. In this yvespect a possible technique

might be 1o 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 ¢
transportation coats. The extent that reductions in such
rates apptared 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
"levels 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 neced water service,

6. Such other details as appecar 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 Federal-Provincial Relations

RECORD OF COMMITTEE DECISION

Meeting of January 18, 1972

B,C, Ferry Service = Applibation Of Sales Tax

The Committee agreed that:

(a} for the time being, court action should not
be taken against Imperial Oil to recover the tax owings

{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,

This decument cornsists of ]
Ce document consiste de pages
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YOUR FILE
VOTRE REF:

i
T IN REPLY QUOTE
CANADA REF. A RAPPELER:
DEPARTMENT OF TRANSPORT ) j
MINISTERE DES TRANSPORTS ,ﬁ Gnz
-l

sSo- [~

January 18, 1972

MEMORANDUM TO THE DEPUTY MINIS

BRITISH COLUMBIA FERRY SERVICE APPLICATION OF
SALES TAX (Cab. Doc. 991-71)

i
e

Attached is a briefing note to the Minister on the
agenda item concernlng Sales Tax to the B.C. ferries to be
discussed at to-day's Cabinet Committee Meeting on Federal-
Provincial relations.

\Qa\
%S
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.

W

{i—\c. C. Halton.

4

"JAN 19 1972 - .
19 1877

RECEIVED N _""“m :5-’15 NFFICL OF T~
- A iﬁflg% WTV “fr-"“;

J -4
W
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BEPUTY MINISTER OF TRANSPORT
SOUS -MINISTRE DES TRANSPORTS

CANADA

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. oo
sought to take court. action agalnst Imperial 0il to recover |
the taxes owing. |
A
-~ 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
uransport system and as such are only an extension to the
Highway Department's-activities, and as such this initiative
is another example of Premier Bemnnett 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 Na ;ional 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 <A6§$

pernit the Federal Government to restate clearly its position

on sales tax on transportation equipment and supplies. » QB
| S§§ « 2000207
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Tf B.C. was allowed to get away with avoiding cales
tax on its ferry system then the Federal Government can expect
pressures from all sorts of transportation cperators for similar

wclusion 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 Lo attend the Cabinet Committee Meeting if you wish

him to Dbe there.

) : 0. G. Stoner.
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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 o

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
<3 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.

0.G. Stoner.

c.c. DBC ' _— W

7@,\} 3o A "IN 18 493

O 2o lds RECEIVED
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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 fouriitems on the agenda, but
I understand the only one of interest to
Transport is the first one, 1i.e.

British Columbia Ferry Service -
Application of Sales Tax.

DBC are aware, and the document 1is
attached for your ready reference.
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September 8, 19737

MEMGRANDUM TO THE CABINET

" BRITISH COLUMBIA FERRY SERVICE - .
APPLICATION OF SALES TAX o

SUMMARY

1. This Memorandum concerns a dispute between the federai qovevrnment
and tnhe Province of British Columbia over the taxation of <uppl1°s usea fer
operation of the Britisn Columbia ferry system, which forms a part of the
“provincial Departmert of Highways. The Department of National Revenue is

applying the federal sa1°s tax to suppliers of the feﬂry service essentially
because section 46 (2)(c) of the Excise Tax Act denies tax reilief on ¢goods
to be used by prov1nc1a1 depariments for “commerciai or mercantile purposes"

- The tax is not collected d‘rectlj from the Province but rather from the

suppliers of taxable goods to the ferry service. However, the Province claims

that goods acquired for use in departmental oo&raf1on< are not taxable and for

he past three years the Department of Highways has deducted the tax factor

om invoices received from o1l companies and other suppiiers. Imperial Qil,

*ne Targest supplier, continued to pay the federal tax until September 1970
when it suddeniy stopped, in the hope of having the courts ruie upon the substantive
issue of whether section 46 (2){c¢) authorize: the taxation of gocds to be

used by the British Columbia ferry service.
Z. The Department of National Revenue must take action against Imperial

Uil 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 Qil. However, this could

axpose the federal treasury to.sizeable revenue losses in respect of transportation
cperations in both the pub]ic énd private sectors. It would a;ppnr to set

the ttage for.uther federal-provincial disputes 1r respect of provincially

o<ned railways and bus lines and micht encourage- British Columbia or cther

rrovinces to use the w.?hnoio1ug of tax factors fr om suppliers as a bargaining
cevice witn the Department of National Revenue. The procecure sugg n:t’d

anveolves some risk 'since a favourable court decision, »nt?c consicerecd probabie
is 1ot assured.  The implications of an unfavourable decision are noited
3. The only satisfactory soiution to disputes of this naturz is through

some forin ¢f over-all agreement between Canada and the provinces in respect of
intergovernmental taxaticn. L1ccus<1ons batwieen governments to this end nave

Ge encouraging progress in the pasi six months. There appears to be 3 ceneral
nsensus that tax exemptions vor governments are undesirable, and support for
Tenn of “reciprocal taxation™ to te implemented through hilateral aﬁ”@ﬁﬁ-ﬂ*ﬁ
setwesn goveriments. Even though British Columbis way decline to psriici

in such arrangements, the general direction in which governments are movi
supports the pesition proposed in the current dispute. Alternative »Q”“Q o)
action at this stage tg deal ui;h this dispute would appear to bz confrary to @
long torm soclution enqorsea by the goverament.

r
fal
-
ot
19

>3
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THE PRCILEM

" - <+ - ey e
k. This memcrandum relates o a nev and cavious

developrant in the
iengthy Canada-British Columbia dispute con cerning the apnlization of federal
saies tax to the purchase of supplies for the previncialiy-ownad Yerry service
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“%on the west coast. Supplies for this service have been taxed by the Department
of Natioral 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 0il, 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 usad by
provincial government departments for “commercial or meircantile purposes". The

- Department of National Revenue held that the ferry overation 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 0i1, 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 0il Canada Limited,
Standard 0il of British Columbia Limited and Diachem of British Columbia Limited.
The Department of National Revenue must take action against taxpayers who do
nct remit their sales tax and proposes to take action against Imperial Qi1 under
section 50 (1) of the Excise Tax Act, bringing .that Company before the Federal
Ceurt. This action may indirectly involve the British Columbia Government and
lead to a court decision on the substantive issue as to whether goods acguired
by the ferry service are used for “commercial or mercantile purpcses”.

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.
fervy service, (b) to note the possible consequences and implications of taking

court ection against Imperial 011, and (c) to suggest a coursé of action,

" noting possible alternatives.

ANALYSIS

A. Substantive Issue of Applying Federal Sales
Tax to the B.C. Ferry 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 Reverue, attached as Appendix A. This
docurent 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 main}and
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 hear
federal tax would be very costiy to the federal government
if it induced provinces to bring othar transport systems, Tiauor
boards, electric power commissions, teleshone utilities and other
agencies that are now taxed, within so-calied departmental structures.

-
N &
~—

Disputes of "this nature can best be settied within some general
framework of how governments apply their taxes to each other and -
such a framework should be of a “"reciprocal nature®, i.e., govern-
ments should bear the weight of each other's taxes to a generally
stmilar degree. (Premier Bennett has several times indicated a
preference for governmental exemptions. However, British Columbia
tax practice does noi indicate thet the Province ig prepared to
extend tax exemption benefits to the federsl government. In this

e - | 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
compcnent 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 prov1nces (1ntiud1ng 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 conciuded 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 Intergovernmﬂnta] taxation. These
vecommendations were approved. S .

7. Lvents since the date of the above Cablnet document reguire further
elaboration of item (dj, concerning federal-provincial d1suusszons on
‘n»ergo«ernmental taxation. A joint comnittee, with representation from Canada
nd all provinces, reported on this matter in March. The report identified
pro»:ems of Vnc1proca1 tazation as being of a serious nature and put forward,
without recoirendation, alternative solutions to these probiems. UWhen the
report was reviewed - by deputy ministers and, suosequeht1y, by Ministers of
Finence - it became apparent that there was a wide but not unanimous consensus
in support of the "reciprocal taxation"™ approach. This consensus included
the faderal 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 meating of July 12-13, authorized more definitive studies of the "reciprocal

‘taxation® soluticn which wou1d, 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.
Britisn Columbia would therefore be free to remain outside. The arrangement
wouid not solve the present dispute with British Columbia, but wculd establish
a generai policy framework.within which federal practice concern1ng the British
Cotumbia ferry system could be more readily defended.

B. Possible Consequences and Implications of’
Taking Imperial 0il1 to Court

8. As noted, the Deparcwent of National Revenue must sue Imperial
0il for payment of the taxes owing on fuel oil supplied to the British Co]umb1a
ferry service. Our legal officers believe that under the circumstances Imcerial
- 011 would probably concede the issue and pay the taxes. However, we must
assume that they wouid 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 sectlon 46 (2), the court would alsec cciasider:
(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 grant;ng relief under this section. )

9.  °  The probable outcome of a Feqaral Court ruling on thr “'ommcrc~al '
and mercantile nature” of the ferry operatlon has been examinad cheau..j Our
Tega 1 fficers are satisfied that there is no jur 1sprueewce which 15 so directly
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1 operates at a loss and, administratively, forms part of the Department of
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sﬁe]ated to the case at hand as to give an assured outcome. Certain facts
would appear to favour British Columbia. In particular, the Ferry System

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 argumen? 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

government; however there is a very real possibility that this would not be
the case. : : - '

10. - If the Court decision is favourable, the federal government would

have teen upheld in a dispute with British Columbia without a direct confrontation
since the other party to the litigation would be Imperial 0i1. The Company

might then sue the Province (depending on the terms of its contract) to

collect the tax paic in respect of taxabie fuel sold to them, with the federal

. government this time on the sidelines. Alternatively, the 0i} 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 oil to the ferry .
service. :

M. 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 oil bills. Alternatively, the Province might continue

" to deduct the tax factor and Imperial 0il might be unwilling or unable to take~ .

them to court to force them to pay it.

12. 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 give up taxing goods purchased by the British Columbia ferry service. First,
the Department of National Revenue could seek Treastry Board authority for
remissicn of taxes to Imperial 0i1 (and to other suppiiers 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.
If 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. . S ' ' o

15. In the case of either of these alternatives, the scope of the

benefit would have to be defined. It could be restricted t¢ provincially-owned
ferry services or extendad to all ferry services. In the firz¢ instance there
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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 1 kely to have this effect but could
readily lead to pressures in respect of fuel used in prov1nc1a]]y -owned

railways and bus transportation companies. Railways are presantly owned and
operated by British Columbia, Alberta and Cntario, and some of these also
operate at a loss. In addition, British Columbia, Saskatchewan and Gntario

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. HNotwithstanding 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 lead to changes. in the status of various provincial agenc1es such . |
as those referred to above. : ,

16. It vould also have to be decided whether the benefit would be limited
to fuel or would extend to all supplies used for ferries. The same problems
wouid arise here as with fuel, i.e., treatment of the pmvato sector aﬂd 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 bensfit would be limited to fuel and to : !
the ferry system. If an understanding along these lines could not be reached, ’
this approacii would then be dropped. However, even i7 agreement could be .
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 encourace .
British Co.umbla, ana perhaps other provinces, to have taxable agencies wﬂthhold
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 ir Tavour 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 oil 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 oil supp]ied to ships whicn operate
predominateiy 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 how ralief
could be extended to B.C. ferries under section. 46 (3) without extending it

to all suppiies and without do1ng 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 coime 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 ersgrdc*1ng

federal departments to arrange construction contracts in that Province in such

& way as to avoicd-bearing provincial sales tax. Such an approach is not

recommended at this stage. It weuld result in an escalation of the government's

differences with British Columbia. If applied only in British Columbhia, it
might induce a feeling in that Province that the federal government. is .

dlscr1m1nat ng against one part of Canada. If applied universally it would

- Create difficulties with all ten provinces, - '

FINANCIAL IMP'ICATIOVS

21. The immediate fwnancwa] Yoss from wawvang the ‘federa) tax c1a1m
on Imperial 0il and the other companies lnvolved is approxxmate]y $500, 000
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;ﬁﬁ is r1swng steadw]y However, the »ota] cost could eventua]ly Tun into tens
 of millions of dollars annually if exemptions for the benefit of provincially-
owned ferr1es were-to lead to pressures which induced the federal government to
. grant "comparable treatment" for the pr1vate sector (1nc]ud1ng competing forms
of transportation) and/or if the concession induced prov1nces te bring other
commercial act1v1t1es within departmental structures.v

FEDERAL-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 wouid 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 Flnance) to the Privy Council Office and to the Department
of Justice. _ :

CONCLUSIONS o

24. Years of °Yper1ence with sales tax administration shows conclus1ve1y
that a "mixed system", under which some government activities cor entities are

taxed while others are not, does not cperate in a satisfactory or steble way.
Borderline problems inevitably arise which can only be sclved by shifting the

line beiween taxable and exempt status to a new point where a new series of
borderline issues will emerge. Proposed solutions to problems of 1ntergovernmental
Taxation recognize tnis point by atiempting 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 sense of grievance toward the federal government. Hence irrespective of any

- developments cecncerning 1ntergovernmenta] taxation or of any moves with respect
to B.C. ferries, there really is no assurance that we can resolve our dxfnerences
with Prem1er Bennett.

26 . Undar the c1rcumstances, it is proposed that the government should take
court action azgainst Imperial 0il to obtain the taxes owing. The government is
not required to take such action within any particular t1me limit. We '
understand that the legal actions described in paragraph 8 would likely require
many months to complete following notice to Imperial 0il. It is hoped that by
this time Canada and most of the provinces will have mcved closer io the
adoption of arrangements for "reciprocal taxation". This should make it easier
for the federal government to take action to protect cur ravenue position in .
the event of an unfavourable court decisior or to deal with critical public
statements by Mr. Bennett, or others, in the event of a decision upholding
present practice. :

-RECOMMENMDATIONS ~

27. it is recommended that the Department of National Revenue be
authorized to take court action against Imperial 0il to recover the tax owing.

Q ?-;(,\&Aé, ) //___/_;%__: i

FinTstar of Nat3 ionaj Revenue . finister of Finance
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ﬂ THIS DOCUMENT IS THE PROPFRTY oF THE GOVERNMENT OF CANADA

. CONFLDLNTIAL '

oL el U leone s gANUARY. 284 1970

MEMORANDUM TO THE CABINET

Re British Columbla Coastal Ferry Sarvice —'Apnlication of Sales Tax

SUMMARY .

The attached submission concerns a problem with the Province of British Columbia .
concerning the application of the federal sales tax to supplies for. forries. ———————

~-—— - operated by the British Columbia Coastal Ferry system. The ferry opsration o

' was transferred from the British Columbia Ferry Authority to the British

Columbia Department of Highways in 1968 and the Province conterds that since
it now is part of a provincial department federsl tax should no longer be
applicable, Also they contend that the ferry operstion is not cormmsrcial
sincs it 1s 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 by
provincial departments in respsct of commercisl operations. Further it

contends thet the opsration in question is commoercial because sizesble fees

are charged. and the service is carried out in compstition with a privately-owned
COmpanys . I '

Tt is also noted that:

-

(s} accession to the British Colurbia request -would set & far-reaching
ard costly precedent on the part of the federal government.

{b) British Columbia applies its ovn sales tax to supplies used on a
Csanadian National Railway passenger vessel snd that its tex falls upon
federal departments since it is applicable to federal building contractors..

(¢) federal-provincial discussions concerning the application of ssles tsxes
to goverrnments are the subject of a special study by e federsl-provinclal
committee and & change in respect of ons partioculer problem at tLlS time
would undermine the work of this Committes.

{d) The problem has significant, but mlxed implications for federa1~p“ovinc‘al
relations..

(o) “He legal aspects of the problem are favourable to the Vation&l Revenue -
position but not conclusively so. - . .

It 1s recommended that the National Revenue position be maintsined pending
the outcome of fedsral-provincial discussions on the general area of
inte"governnynba’ texation.
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T L :3.%;;;~“&g.;;,' B CONFIDENTIAL

JANUARY 28, 1970,

MEMORANDUM TO THE CABINET

Re British Columbia Coastal Ferry Service - Application of Salss Tex.

-le The Problem

A problem has arisen.as to whether an exemption should be psrmitted in the
application of federal sales tax to the purchase of supplies for the
British Columbia Coastal Ferry Service.. The Governmant of British Columbis
grgues that the terms of the Exclse Tax Act provide for its exemption, The
Department of Nationsl Revenue does not accept the argumsnts preeanCQd by
British Columbia, ana the tax is at present being &pplied.

2, Objectives ‘

The objective is to request Cebinet to affirm the application of the
Excise Tax Act as now administered, pending ths

outcone of discussions between the federal government and ths provinces
on the general question of the application of tasxes impoeed by one
govornment to another.

3. Background

The federal sales tax presently appliss to provincial boards, commissions
an¢ agencies whether of a commercisl nature or not and ziso to the
*cormercigl” operations of government departments,

Thus section 46 (2) of the Excise Tax Act states:

"Where goods have been purchased by Her Maj5°ty in right of eny province

of Canada for any purpose other than

(a) re-sale; B ' o

(b) to be used by'any board, commission, railvay, ‘public b Llity, :
university, manufactory, company or agency owned, controlled or
operated by the government of the province or under the auwthority of
the legisleturs or the Lieutenant-Governor in Council; cr .

(e) to be used by Her Majesty or by Her agents or servants i1 connectien
with the manufacture or production of goods or to bs used for other
commercial or mercantile purposes;

a refund of taxes paid under Part IV, V or VI may beo granted t1o Per Majosty

or to the manufacturer, producer, wholesaler, jobber or other nealer as

the cass may require," S

Tne British Columbla Coastal Ferries system consists of a flaet of large
ferries carrying automoblles, trucks, buses and passengers, from several
points en the. mainland to Vancouver Island, together with seversl rferries
serving various Gulf Islands. This svstem is sseparate and apart from the
free forries 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 comperable to those chargsd by Cansdian-Peacific .

- : steamships who cnmpete on the Vancouver-Nanaimo run. For exampls, each

- system charges $7.00 for 2 cne-way trip between the mainlend ard Vancouver

‘ Island for an sutomobile and driver. Originally the coastal ferry service
was owerated by the British Pclumbia Be“ry Authority but on February 16,

oco-'o; 2
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1968, the operation of this service was transferred to the Provineial _
Department of Highways with no accempanying reduction in the rate schedule.
During the period in which the ferry service was opersted by the "Authority"
sales tax was paid without questiocn on all supplies purchased for its
opsration. However, upon the service becoming part of the Provineial ,
Department of Highways ths governmsnt of British Coluxbia refused to pay
tax to suppliers. The Department of Natlonal Revenue has continued to
collect tax from the ’uppliers and hes experiencea no particular difficul y
in this respect. .

Ferries are classified in two groups for salas tax purposss.

v(a) those ferries who charge a fes or are otharwlise compansa*ed for their

service, and in such cases whether they are publicly or privately
owned, tax applies on-their supplies unless there is spscific axemption
for a particul&r comnodity under the Exclse Tax Act.

(b) thosé ferries vhich are free; to the Department's knowledge, these are

21l provincielly owmed, are not deemed to be a commercisl operation
becsuse they are free and thus tax does not apply.

Position of British Columbia Govérnment

The Government of British Columbia contends thet the ferry service is
entitled to exemption from sales tax on supplies purchasec feor its
opsratiocn on the basis of the following points:

(n) the service constitutes an extension of the Trans-Ceaneds and P%cvincﬁal
highway system.

(b} the Forry Service is an integral part of the Departmenti-of Highweys. Its
gccounts are part of the accounts of the Department of Highways of the
Province and are audited and controlled by the Cemplroller«General of
the Province and all ferry personnel are c¢ivil servants,

(¢) other foerries have been operated by the Department of Highways in other
parts of the Province for many years.as links in the provincial highunys
system £nd never has it been considered that goods bought for the use «of
thess cther ferries were’ subgect to sales tax.

(d) the operation of the ferries is non-commercial in thet thelr purposs is
not to mzke a profit,

Positior of Department of National Revenue

The Depa-iment takes the position that while the Act provides for certain
specific exemptions in the taxing of provincisl government operations or
institutions, ferry services are covered under the general provisions of the
Act which 2pply to "operations for commercisl purposes®. Usars of the

ferry service are charged a fee. Further, the fact that the service is
subsidized by the provincisl govermment and does not maka 2 profit dces

not necessarily maks it a non-commercial operation. The fact that the
service competes with a privately owned, taxsble opsration is considerod
*mportano 1n dec*dlng wh e*Her vhe provincial undertaking is cormercial

Tax Policy Con iderations

The federal- government and the nrov1nces have recogrized that "intergove rnmﬁnta?
taxation” (the application of taxes by ons governmant £s enother) is & ‘
matter of mutual concern and-a special Subcormittes of the «ederaluProvinoial

Continuing Cormittse on Fiscal and Heconomic Matters is working on ill

IS ET S S 3
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~ aspects of_thiS‘prcblem in so far as it félates,to consumptioﬁ taxes, The’

Subcommittee includes representatives from all ten provinces. It is

hoped that this body will be able to complete iis report later this ysar
and to formulate recommendations which would deal with the verious problems
in a comprehensive and consistent manner, rather than lsaving each one to
be settled on some piecemsal basis. During the tenure of this Subcommittes
a number of pressing problems of other provinces hava been set aside,

It is felt that a concession to British Columbia at this time would
undermine the work of the Subcormittee. - -

The Department of Finance believes that vhatever arrangement 1s worked out
should be one which is based upon the principle of rmtuality, 1.¢. that

-~ governments should accord like treatment to each othar. In this regard

two examples of provincial sales taxation are cited. Firstly, the
Canadian National Railways operates a passenger vessel, the Prince Georgs,
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 ftax in such & 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
vhere they purchase taxable building materials. (British Columbia 45 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.) 4

Financial Considerations

Tc depart from the present position in this case could creste costly
precedents. It would appear to imply that provinces could obtain

exemption from tax by bringing commercial agencies of provincial governmsnts
such &s hydro cormmissions or liguor boards, into the fremework of a
government department which would mean a severe and progressively far
reaching loss of revenue to the federal trsasury. :

Lezal 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 the spplication of
the federal tax as opposed to exemption, a reference to the Courts could
very well come down on either side. Thers is not a clear-cut legzl case
on this question and the matter of what constitutes an operstion for

‘commercial purposes should be decided as a policy questiom.

The opiiiun of the Department of Justice does not deel with the
constituiional 'aspects of this matter but only with the legal aspects,
i.8. it desls with the interpretation of specific clsuses in thae
Excise Tax Act. It is our understanding that this Act could, if ,
necessary, be amended to removs 2ll doubt about the fcderal power to
impose and collect tax where goods are scld to proviacial governmant -
departments,

Federal-Frovincial Relations Considerations

Premier Bennett is known to be directly interested in the suicome of this
issue. The main argument in support of the British Columbia positlon is
the beneficial effect which a federal concession would have on federal -
relations with an important province. From & longterm stardpoint, howsver,
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it is not clear that the effect on federal-provineial relations would
be constructive. Thus a concession in respoct of British Columbia
ferries might lead other provinces to asssrt that commercial operstiens
‘carried on by their departments should be granted exemption end it
. rdght Induce British Columbia or other provinces to move opaerations now
under bosrds  or commissions into governmsnt depertmonts and so cfeage
new &reas of federel-provincial disputs. ’

10, Interdspartmental Cbnsuitation ’

-

The problem referred to in this submlssion has beén considered by the
geggrtmzzgeof National Revenua, Finsnce and Justice, Privy Council

ffice and the Prime Minister's Office, in each c&&e b. he

and officials. S SR y both the Ministe#v

11. Recommendation

The prosent position taken by the Départmsent of National Revenus in
applying the federal sales tax to the purchase of supplies Tor the

British Columbia Coastel Ferry Service should be meintained perding the
putcome of the federal-provincisl discussions on intergovernmcatal texation,

£ E? ' 0
Minister 9; ?;nance . Hinieter of Katiomal Revenus
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mmmsnn OF JUSTICE AND MINISTRE DE LA JUSTICE ET -
[-TT(JNNE,‘Y GENERAL OF CANADA ’ PROCUREUR GENERAL DU CANADA
. . . v' ) . . R - . .. ,: . .--- 7 . B - “--‘_.__ .. ‘..".-: '.._" o .
"Personal and Confidential . . .- - . .iJET'Efo;J?”f:}:
- - . 5“; -
. : A S . .
’ . "Ottawa 4, Ontario, o
October 31, 1969. S
The Honourable Jean- Plerre Cote, P C., ﬂ P.,
Hinister of National Rev;nue, . » -

Ottawa, Ontario.

liy decar Colleague:

With' regard to your letter datcd , .
‘October 29, 1969, it is not possible to predict N -
with any degree of confidence how the Ceourts o T
would decide the B.C. Ferry case, although. I am
inc¢lined to think the case ip,favour_of taxa- o .
tion is .the strenger. ° : S o )

The difficulty here is that the relevant’ .
words in sections 45 and 46 of tue LExcise Tax |
Act are capable of bearing differcnt meanings
censistent with the context. One mecaaing would
include 'the B.C. ferries,-the otier not. In
these circumstances, it is open teo you to decide
as a mattey of pelicy what position the Federal
Governnent shculd take., Either positicn can bz
strongly supported under the legislation.

. ' - Yours 311cnrgly, . . -f". ;;}f ’

/. i -

s

san No Turner

ta
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OFFICE OF THE . - <7

DE'"‘{ MIHISTCH OF JUSTICE ) . . [fy‘b . - )
r.;:r'('.*)h enn LYA::NCRAL OF CANADA o - Q]J-‘.{)“} A ' . e -' . T T ”. B
’ CANADA -
DEPARTMENT OF JUSTICE = . 1
BY HAND OTTAWA 4,

vOctober 31, 1969. £TA NQY & 1359

LMM.07

220868
Dear Mr. Labarge.

I 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 belng 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 suoported under
the law.. .

Yours truly,

é/
,//

ol
Deputy Attorney General -

Mr. R. C. Labarge,

Deputy Minister of Vatlonal Revenue,
Customs and Excise,

Connaught Building, -

Ottawa 2, Ontario.

. - s : '
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2 ~ . CONFIDENTIAL:

July 2, 1971
SUMMARY

Request for Authority for-Minister of Finance:
. to Explore with Provinces a Proposal for
"Reciprocal Taxation” in Respect d
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 hHave .evolved between governments. &s. a
result, the federal goverrment 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
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 & cause

.of irritation to the private sector which is frcquent’y

caught in the middle of the disputes and which is concerned
abcout 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 progrecs with a proposal which, for convenience, is
referred to as re01proca1 taxation". Further work on this
proposal will not be contemplatOd 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 seriouslyv 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 undsrtake, throucgh bilateral agreements, that their
departments and agencies :would pay, or bear, as a noimal
taxpaver, the consumption taxes imposed by other governments.
Governments would not waive exémption from taxation nor would
they purport to tax each other. Rather, cach would make
payments calculated by reference to the amount of tax that
would be pavable if it were taxable. -Certain provincez 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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THIS DOCUMENT IS THE PROPERTY -OF ‘THE GOVERNMENT OF CANADA

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 S

Purpose o .

1. ) 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
"reciprocal taxation" between governments in the field of
consumption taxes. ‘ ' ‘

Problem

2. Al though governments in Canada are generally .

exempt from the direct payment of taxes imposed by other
governments, they frequently bear each other's taxes )
indirectly and there are alsc various arrangements pursuant
to which grants in lieu of taxes are paid. The present
arrangements are illogical and inconsistent; they have led
over the years to many federxal-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 “*he
Quebec payroll tax on employers for financing tne provincia
share of the cost of medical care insurance. These, and
numerous others, remain unsolved because there is no established
frameworkx 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
confrcontations between governments, (b) have important
repercussions for the private sector which does not enjoy the
benefits of tax-exempt status, and/or (c) lead to new %*ax
exemptions which would distort the federal tax system. '
Concerning (b), private ccrnorations are finding, to an
increasing degree, that they arz competing with governmental
agencies cr even departments. In addition, they are
freguently placed in the positicn where one government directs
them tco collect taxes from ancther government and such other
government refuses to pay; this may résult in the private
corporation bearing & tax which is intended for another
government. o

—-- - Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur 'accés & Finforination
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Background and Factors

4. A technical committée of federél and provincial

finance officials recently completed an examination of
problems of intergovernmental ‘taxdation 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 rec1procal 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 presentlyv arise where
attempts are made to distinguish between the two. Agreements
woula apply for a fixed period of years with prcvision for
renewvai, as well as cancellation, subject to nctice. 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 wculd be exposed
to significant financial loss under the srrangements. Certain
provinces would lose, either because they have no sales tax
(Alberta) or because they presently have a ‘low proportion of
total federal activity (Newfoundland and Saskatchewan).

6. Under the propecsal, 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 zuthority 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 applicable to the government making
the payment, would determine the amount of the payment. The
statutes authorizing oayments would be similar to, but broader
than, the federal government's Crown Corporations (Provincial
Taxes and rees) Act - a 1964 statute which authorizes federal
agencies to make payments in respect of certain provirncial
taxes. A Model Act could be prepared for use by each of the,
provinces and, with necessary modlflcatlons, by +u9 federal
ﬂoveanent.-

7. There is a-considerable amount c¥f 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 cf '

5. - The "reciprocal taxation" proposal eﬁVisageé that . -
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provincial consumption taxes - pursuant ‘to the Crown
-Corporations (Provincial Taxes and Fees) Act. Apart from ’ .
onc particular problem with the Crown Corporations . R : ]
(Provincial Taxes and Fees). Act, which can .readily be resolved
by amendment, the administrative experience with these : ' '
payments has been very favourable. 3

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, thé_federal government would insist-
-upon an exemption for military aircraft and ships. In =
addition, purchases for foreign governments and international
“agencies would be exempted. - -

yrapar-

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 quec would remain.in effect. . Alberta might be expected ~
to enter if, as and when the Province adopts a general sales {
tax. ‘ LT

[NV

lo. Ministers of Finance will at an early meeting,
hopefully on July 12-13, discuss briefly the issue of inter-
governmental taxaticn, 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 of entering
into arrangements ‘for "reciprocal taxation", along the lines
developed by officials.

Further Explorations with Provinces |

[ PR e N o

.
- -

11. If Ministers of Finance were to give their , : ;
approval to such a proposal, the studies.would include the o i
following areas: . . o

(2) 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 purchzsing so as
'to allocate tax to the province where the items are
used. It is understood that the allocation weould be
handled in part by means of special time-savinc
formulas; ’ ' '

(c) determination of a starting date;

Ao T S R A TSN Bhtr s T S S o e . S W 5 oo g

(d) drawing up of draft agreements and a Model Act.

S

Financial Implications

12. A study by the Committee of federal and provincial
- officials indicated that while reciprocal taxation wouid

involve sizeable dollar flows between governments, these would

largely cancel out. While compensation would be paid to

POV

-
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certain prov1nces, thls would not involve any net cost ‘since "

"the payments would be offset by gains in federal tax

collections. There would, howcver, be a small cost in respect
of those provinces which would gain from the arrangement. The
provinces mcst 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 could be far

‘exceeded by tax concessions which might result from efforts’ . "

to maintain the present unsatlsfactory tax relatlonablps
between governnents. S S T A

Federal—Provincial Relations Implications

13. ‘The federal prov1nc1al discussions whlch have

taken ‘place on this matter indicate that mest provxnceg regara
the proposal as a welcome means of settling a number of:
irritating problems. This appears to be a correct apptalsal,

and the effect on feo sral-provincial relations with

participating provinces should be very constructive, patflcularlv
if the agreements prove to be of an enduring nature.. :

Coriclusions

-

appear to provide a framework within which most problems arising
with provinces in the consumption tax fields coculd be resolved,

14, ' The proposal for "reciprocal taxation" would

~It shculd make it possible to avoid direct confrentations with

participating provinces and provion the federal gcvernment
with a strong negotiating posture in any a;sputeb ith non-
per+1t1pat1ng provinces. It would remove a soure of irritation
and uncer‘alnty to the private sector. - It would also place the
public and private sectors on a more comparable fociting and, in
so doinyg, lead to a bétter allocation of eccnomic resources

thin the country. Furthermore, it would strengthen the tax

.system by reinforcing a trend toward the removal of exemptions.

S 15. While British Columbia and Alberta are prese ‘tlj

hostile to reciprocal taxation, they are unlikely teo take strong
exception to arrangements which they are not forced to enter
However, if they were to remain outside of qenptgl arr“noemontu
for “reciprocal taxation", they would be faced with a
continuation of outstanding problems. While this would not be
to their liking, it could become mcre difficult for them to.
embarrass the federal government in respect of disputes because
we would have at hand a framework w1+h:n which such disputes
could normally be rebolved - ST

Interdepartmental CQnsultatiOﬁ

16. . The proposal for "reciprocal taxation” has been
worked out with the assistance of .officials from the Department
of 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 regu1red before the matter is

-,agaln referred to Cabinet. . = T . . oo 0 oo

. . . . 000318
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17..

(a)

(b)

(c)

(d)

implementation of a sys stem of "re01procal taxation";

". It is recommended that: ' oo f;'.."' - A

The Minister of Finance should be authorized, without
committing the federal government to any definite
course of action, to indicate to his pvovincial
counterparts that the federal government is seriously
interested in exploring further with them the
possibility of entering into arrangements for
"rec1procal taxatlon"‘ . .

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 oovelnments
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

The Minister of Finance would report back,to Cabkinet
prior tc further substantive discussions at the
Ministerial level. ° :

- Minister of Finance
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liovenmber 5, 1969

-

The Right onourable Plerre Elllott Truoeau, P C., M.P.
Prime Minister of Canada. :
Cttaws, Ontario

My dear Prime Minister,

I would like to refer to a dispute between my TDepartment and
the Government of British Columbia, which I understand vou
will be discussing with the llonourable W.A.C. Bennett whilst
Le is here in Ottawa, - :

This dispute arises because of our decision to require
manuzacturers, principally Imperial 0il, to account for the
12% sales tax on sales cf taxable goods for use by the British
Columbia Ferry Services., In ua}lng this decision we rely upon
Sectlon 4L6{2) of the Excise Tax Act wnlch stipulates:

"Where rOOdb have been vurchased by Ler Majesty

in rlrht of any province of Cdnddd for any

purnoeu othier than

(a} re-sale;’ o

{b) to be used by any board, commission, railway,

. putlic utility, university, manulactory, company
or agency owned, controlled or opsrated by the
government of the province or under the auunorlty
of the legislature or the Lieutenant~Governor in
Council; -or . -

{c}) to te used by Her Majesty or by Her agents or ﬂ
servants in connection with the manu~ S :
facture or production of goods or to be
used for other commercial or mercantile
purposes; v

‘a refund of taxes paid under Part IV, V or VI may be
granted tc Her Né1esty or to the manufacturer, producer,
w,olpsgLer, Joober or other dealer as the case may
reculre. ~

a v ”
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I BondALmbnt has aup¢1ed tPls sect:on of the law vw1form1v
throuplhout Can ada, and although the section is nouv without’
its 01fflcult1es, it has ‘been administered without serious
disputes arising, In support of our position that the
ferry service is a commercial operation we have a legal
opinion from the TDeputy Attorney General who has said that
in his view a stronger case can be made in favour of taxation, ,
as opposed to exémption although it is open to the government ‘ =
te adopt either p031t10n 4s a matt@r of policy. . . .
I do not wish to repeat what mv colledyue, the Honourable C *
E. J. Benson, had to say concerning this dispute in his , ‘
letter to you but I would like to express my own concern o
over the precedent that would be set and the resulting
repercussions 1if we were to agree to the p051t10n taken by
the B.C. Government,

s our normal practice in matters of -dispute invelving
erpil ~etation of the law to proceed before the courts

for dn 1ndenendpnt opinion.

1 the present instance, I would propose that resort be had

vy both parties te such independent judgement and we would

"in this case be prepared to refer the matter to the bExchequer

Cou*t.

Yours sincerely,

C e . Jean-Fie rre Cote'

CCPY TO: THe4 ion oumdble E. J., Benson, P.C., M P,

COFY TO: The Honourable John N. Turner, P.C.,-@.C. ;- M.P, .
COFY FOR THE MINISTGR'S FILE |

CGEY FOR THE Ir%rommum« OF ‘THE DEPUTY MINISTE
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October 30, 1969.

o

T2k Right HonouraB e Pierre Lllioti Trudeau. P C., R P.,
2rine Minister of Canada,
Cttawa, Ontario.

Cusr Prime Ninister:

It ha” been dbrought to my a**ention that Prenmier
Sennett of Dritish Columdla has sent you a telegranm asking that
:;e federal 5overnmont terminate collecting its sales tax where
nulacturers or other suppllers gell taxable geods to the .
Lrlvlch Columbia Ferry System, I also understand that you will
be neeting with My, Uennett on November 6 and that thia aatter
might be included in your discusslons.

I an writing to youw because I am very concerned abtousg
Mr. Eennett’s proposal. I feel sitrongly that a concescsion in
recpect of this matior would te detrimental to the federal
interests {rom two standpoints = first, the need to protect our
revinue-ralsing system, and secondly, the nced to deGLOb a
retional precedure for <hs aettlement of fea@ralwprcvinclal
dizputes,

, The position advanced by Britiah Columbliz on this mastier
"is that the ferry systenm is merely an extensioen of the hi hway
systen end that the ferry service is part of the Department of
Highvways. I uriderstand that the Departnent of Natlional nevepue
- hoids the view that it is immaterial whether this operation is
arried on by a government department since the Sxclise Tax Act
c¢ocs not provide an exemption for provinclal government departe
ments where the purchases are to be uged for commercial or
mercentlile purposes. It regards the ferry as a coumerclial
operaticn. : . S

-

. . . . i
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I believe that if we accept Premier Benmnett's

“oroposifion that these purchasos should be exempt bacause they

L]

gre for use in an coporation carried on by & provincial g@vernment;g.
dererinent we would be setting & dangerous precedent. It would
iMﬁlj that merely bringing any commerciel agency such as a

:3lway or hydro commisslon into a governmont dspartment would
p'ke it possible for that.body %o purchuse goods {ree of fzderal
oales tax, Al the provinces couwld maks such chunrez quickly and
tho federal sales xax revenues could Ve reducsd by millions of
dollars. :

tat
) n,

v

The British Columbia Perry nroblem is one of a8 large:
nunter of unsettled problems irn an ares which we refer to as
"intergevernmental taxation®, i.e., tho direct or indircet appliie

cation of tax ty one government to another. In an attempt to
find some generzl solution to thege problems in the area of .
cormmodity taxes, the Federal—Provincial Continuing Commitsee on
¥iscal and Lconomic Matters last year set up a "Subcormiitee c¢n
Intergovernmentzl Taxation®™ with repregentation from Csinada and
each of the provinces. Tha Subcommittec has been leoking at
alternative solutions which would deal specificalliy with the
provlem which Jxr. Lennett has ralsed, It has held three meetings
with twe nore scheduled, follewing which a report will be made ‘to
the Continuing Conritfee soire time next year. Unfortunately;
tritish Columbia has sent a representative to only one of <the
Cormittea’s three neetlngs and they have given us no indicatlion
that they will varticipate in the rem ining work of this body.

The third neeting waz hald only lasi week and Dritish Columbla

was the only province which was not %epresen%adu

: I fcel very strongly <hat any attenpt to settle this ons
rroflcm Ly itcelf would undermine the whole work of the Contlnuing
Coamittee on Flscal and Econouic Katters in this area. On <he
other haznd, Premler Dennett's representations <¢o provide ws wit

an opportinity to indicate to him the possible advantazes to
»ritloh Columbla of working wi%h ether gevernmants to selve

mutuzal problens. :

To illustrate that these problens of intergovernmental
taxztion do not all relate to the twrden of federal texes falling
upen a province I mention that only last year Mr. Bernneit's ovn
provin\e took deliverate =zction to extend its sales tax in such
& way that 1t would bte berne bty federel departments in respact of
a usjor type of purchase, fees, building mat¢riqu¢ maun&ia
for federal construction are, of course, purchased Ly MuracLors
and, since November of 1968 these pmrchasas have been aaugect to
tax in Exi%tizh Columbia.

.000323
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Finally, I understand that the Departmont of Nationel.

in pupport of their interpretation of the relevant portions of
the Ixclse Tax Act but this opinion contains some reservations
and indicates the possibility that Natlional Revenue could lose
a court case on this matter. I note that the opinion does not
deal with thc constitutional espects-of this matier but only
with the legal aspectis, d.e., i%t deals with the interprelation
of specific clauscs in the ixclse Tex Act, IV is my undere
standing that this Act could, if necessary, be amcended to
remove 2ll doudt atout the fedoral power to impose.and collectd
tax where goods arez 5old to provincial government departinents.
I an nok, of course, cdvocating that such action de teken 2%
this times I am only saying that I do net find legal doubts

"a2tout the tizhitness of the present hording of the uxcise Tax

Act to be a major consideration, .
X hope thewe corments will bo helpful.
Yours aincerely.

Originat Siznad by .
HON. E. J. Scuicar

Z.J» Benson,
Minister of Finance.

' cc. The Honourable J.~P. C8té, P.C., M.P.

‘Revenue has obtalned from the Department of Justlce an opinion -
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0.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.

2. I don't agree with this.

p.P.P

a6 1912

6-1-72
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VOTRE REF: T
Koy IN REPLY QUOTE
CANADA REF. A RAPPELER:

DEPARTMENT OF TRANSPORT
MINISTERE DES TRANSPORTS

January 5, 1972. /%/ %

MEMORANDUM TO THE DEPUTY MINI@}E{
- alw /, Tt Lao

Ferry Services in BQC%%%

During the last couple of weeks, I have had two
or three additional conversations with Alan Campbell of‘a/‘),/"zz”Z /%Z(
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 fromthe—fvderal government for the with-

On the basis of those conversations, I am 3 7;7

drawal of intra-provincial ferry subsidies and hence, I éa?/pbﬁ |
doubt whether the B.C. Government will simply allow their
subsidies to be withdrawn without extracting some suitable /QL
quid pro quo. %

In the circumstances, I propose to ask one of /7¢;<7

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.

C. C. Halton

cc - SADM

= X. P. P P.

"JAN 6 1972

RECEIVED
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~LE MINISTRE DES—TRANSPORT_S‘ '

CANADA

Ottawa K1A ON5,

rd ;/ \\
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" S“\J /; RENY
N B

AN 4 ':,\
DFe e \
. % J-Cé‘g /CN;. Y
The Honourable Wesley D. Black, . Loe

‘Parliament. Buildings, _
. Victoria, British Columbia. ' ,, éj@%g 0"

Dear Mr. Black,

Minister of Highways, o ~Tenizp b ‘{

p o
- 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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Decenmber 81971

MEMORANDUM TO 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, MNr.
Campbell also met with & 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 s 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 s0 wishes.

, D. Scrafton
CaCe: G.A. Scott - SADM
C.C. Halton - XPPP
A.P. Campbell - CTC

000328
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CABINET DU
MINISTER OF TRANSPORT o MINISTRE DES TRANSPORTS
\ OTTAWA 4 OTTAWA 4

DEC 13 1971 Gjjemy ol

T g

Decenber 8, 1971

FERRY SERVICES IN
BRITISH COLUMBIA & %/

The Minister, Commissioner Campbell and itéi
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/sr

D¥s1ee np ¢

CEEUTY v INiSTrR

Tﬁ f' M’ﬁ'i‘ ‘\.&7;1
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2
m'x

The Honourable. Donald C.. Jamleson, P. C., M. P.,- : (%9
Minister of Transport, o ,
Hunter Building,

Ottawa, Ontario,

KlA ON 5.

~—

‘Dear Mr. Jamieson:-

Your letter of December 29, 1971 adv131ng that
the subsidy to Northland Navigation Company and Nootka Sound Limited
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-
v native arrangements for water transport services, The Tahsis Company.
: who own the private logging road from Tahsis to Gold River advise that
P ' the road cannot be used by automobiles due to steep grades and is pre=
v 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 fac111ty would cost approximately twelve to flfteen million
dollars and has not been de51gned to date.

Although we have not had adequate time to study '
water transportatlon 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 poss1b1e improvements to the
logglng road,

- e e

The withdrawal of the historical Federal sub-"
sidies will have significant impact on our priorities in transportation

over the next few years. 1 strongly maintain the position that the sub-
sidies should be contlnued

A —

I would appreciate your early comments on ﬁhis

—— e -

'proposel.

Yours very truly,

Minister,
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LE MlNISTRE DES TRANSPORTS

The Honourable Wesley D. Black
Minister of Highways,

Victoria, British Columbia. o .
Dear Mr.. Black, - R ', ef_ ' ;ﬁ

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 w1ll be for a’
per;od of six months, as requested by the residents and

.representatlves 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 31ncerely,

Don Jamieson

- Minister's Records

252
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‘Black's Executive Assistant. If you agree, we w1li'arrange!-u; F;w.
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T S  CONFIDENTIAL

YOUR FILE
VOTRE REF:

. ] bek IN REPLY QUOTE
i o CANADA . REF. A RAPPELER:

— ~  |DEPARTMENT OF TRANSPORT -

MINISTERE DES TRANSPORTS - . &,—7(7 é

. December 6?; 1971. \

MEMORANDUM TO THE DEPUTY MINISTé/ ﬁEC T 0GB, f5’
55 g - i

SubSidies To Ferpy Servides in B.C.

e
! : ‘
The study whlch forms the source materlal for the
Water Transport Committee's de¢ision to withdraw subsidies
from certain ferry services within British Columbia was

undertaken by Jock Munro. from Simon Fraser University who

spent a sabbBatical working for Ray Cope. 1 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.\Plckersglll sent over for the Mlnlster s signature. /;7

- There is plalnly rather more behlnd thls prov1n01al 'ﬁ41Q1
initiative than is obvious from a first reading of the - AQﬁy
correspondence and we hope to be able to do some quiet
digging next week. T 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.

for this to be done. )

7/{wég Afu/‘— sl //% i“’* - ©)

”ff‘\ ‘..

C. C. Halton Al Vil\n (e e
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U o Ottawa, Ontario.
| S : , K1A ON5

The Executive Assistant to T :

The Honourable W.D. Black, o o
~ Minister of nghways,_ - ’
,_Vlctorla, B.C.

I ;F L ... ~Dear Slr. o

; Thls 1s to acknowledge recelpt of Mr. Black's
v ,letter of November 22nd. regarding the payment of a
- subsidy for certain ferry services on thc west coast of
-Vancouver Island. :

L L ' You may w1sh to draw your Mlnlster 's attention to
1 .- . . the fact that my earlier letter of November loth. advised

/.7 you that Mr. Jamieson would be discussing this matter

- with his senior ministry officials rather than with his

- Cabinet colleagues as Js suggested in Mr. Black'
| 'letter of the 22nd. _
e .
e Mr.. Jamieson hopes to be in a position to wrlte
,to Mr. Black 1n the near future.

Yours'sincerely,

-

» R M. Ross,
‘ Spec1al A851stant.
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R CONFIDENTIAL

CANADA

|
|
A
, . - PR7Y COUNCIL OFFICE

. el
e

Mr. L. Hewson,
Senioy Ministry Executive,
i Polity Planning & Co-ordination,
i Department of Transport,
/gébm Elh
unter Bullding,
“Ottawa, Ontario.

B.C. Ferries: Application of Federal Sales
Tax

; - v Dear Mr. Hewson:

. Attached is a copy of the letter which the
Prime Minister sent today to Mr. Bemnett on this
question. Distribution to interested departments
is being made in the usual way. I thouvght 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 agaimst.

i 9/ /14 4?/
7 4/\//‘~
‘ F.A G. Carter
FAGC : dm
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CANADA

PRIME MINISTER - - PREMIER MINISTRE

CONFIDENTTATL, 0t tawa (&),
' July 7, 1970.

My dear Prime Minister:
y

I am writing to you about a matter which
you have raised with ne from time to time. It
concerns the op]lcttlon of the federal sales tex
to supplies and diesel fuel purchased bv Britisn
Columbie Government-owned ferries.

I know you have a keen personal interest
in this matter and we have reviewed it with great
care. You are awsre that the problem of
interg ovornmﬁnual taxation 1is presently under
utUﬂJ by a special icdc¢al~prov1nc¢ al committee
of officials whose report, I am given to
‘understand, should be available 1ater this year.
The officials have beén instructed to examine

-pwoblemo of intergovernmental taxation arising as
Tra result of feQ01a1 and prov1no¢ql 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 Honourable W.A.C. Bennett, P. C,, M.L.A.,
Prime Minister of British Columbia,
Parliament Buildings, '
Victoria, British Columbia. /2 \

i
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Tinformation, the avao interpretation has been

~exanmples, I will certainly loock into them-:
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'gOV€rnmbnts, enconpassing the various pro oblems now

dutstanding, such as the one you have reised. It
wvould be ny hope that such discussions would lead
to a uniformly,acceptable soluticn. In the
meantime, there are a number of. considerations
which I shouvld drew to your attention,

- First, insofar as pres sent 1 2gislation

C
concerned, the advice which I receive is that under
the fvflﬁ“ Tax Act the goods acquired by your Ferry
Service are used Lor purposes w 'c are presaribad

ed cr;rya ©

0y ke
&
5paor10¢rhld

by the Act as taxable, notwitksvend ing uhc fact

that the operation co_ s under

Highways. T will not go J¢LO all of tﬂe rvuvons

for this opiniloun. lowever, I should note that the
- 3 - o) i g 1n ., o .'

within the meaning of section 46(2) (c) of ths

Act. TIn arriving at a conclusion as to the

commercial nature of the fe Wy OpCIUt]OD account

was teken of the fares chargsd and uf twv Tact

that the major services pf’"LOcd are y direct or g
indirect competition with other operaojous which

are taxable. Vhere ferry operations zre provided

free of charge, as is the case elsevhere in S

Brivish Columbia, Lhey are not regarded as being

of a comnmercial neture and consequently no tex is

levied uudsr the Bxcise Tax Act,
I must emphasize’ qut aceo r01nb to ny

appWiﬂd COHQiutontly, snd without discrimination,
~

to ferry operations in all parts of Canadsa,
including both the east and west cozsts. I know,

from our,1;°4 f““VSPSRtiOD, that you believe thatl
such is not the case. If you can give me specific
to find

jul
out why my informadtion dces not scem To be in
accord With yours.
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It night be anpLul if I were to cite
oom>‘°pecjfic exanples aof how prvu@nt intergovern-
meuba] taxstion arrangemerls operate. Although
for purposes of illustration these relate to your
province, we Face similar prool,ab in other parts ’

Ny Cuﬁddao I a1 advised that the British Columbia
yfbﬂ11 sales tax is applicable to & Canadien
tional Railway passenger vessel on the VWest

ast. Although the Cansdian Mationsl Reilvays

a Crown CGrporatiOQ, the function concernead,

. mariné pASSENZED t“&?SOO”t”“lON ig The game
the case you heve cited. ~ I am also informed

t;at there are meny cases where the British

o

Columbia sales tax falls upon federal departaents.

For example, this occurs where bullding cvutrectors
, -

for federal de 2partments buy materials for incor-

poration in federal hor:s, These naterials are,

taxed even though the federal sales Lax deoes nov
fall upon Lhe cons UEUCULOD works of pPOVLQCLdl
govnfqmonu degartments. This, of course, is

relevent to your contention that departmental
oper ations should noct be taxed. '

’

. ¥Finally, I shoeuld refer to the broader

aspaeclts of this DLODlJM, le€e,y-to its elfect on

federal-provincial fiscal relations generally.

It seens evident that . acceplance of the
Cpreposition that no sctivities of government

departments, even wkiere these are of a commercial

nature, should beaxr the weight of a sales tax

might 1n uce all of the provinces, \ud indezd
the federal govermnment. ltSLlL, to move opnerations
now under Crown corporations into %OVbIﬁanL
departmnents and so craabs ncw arezs of federal-
provincia1 dionute. BEventually, this cculd have
serious revenuc implications for all governments.

2N
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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 Columbis ferries.
However, it is our 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 taxetion.

Yours sincerely,

st - . ) . L. |

.
000339

i’




FROM
De

i 1’FoLD

' SUBJECT
Svjet

5 cGsB - 6GP228

Lo

CLASSIFICATION
CONFIDENTIAL

NG ==
v T "Q G 50 /
=4 y; . B
. el PO o PR

July 9, 1970

- DA'ILE ‘
D. B. C.

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 Commlttee
meeting of March 25.

' Bureau of Co-ordination

Att,

) ' 000340
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The Cabinet Committée On Federal-Provincial Relations

t . - .

f/ S N ‘ . - CONFIDENTIAL -
* RECORD OF COMMITTEE DECISION
Meeting of March 25th, 1970

British Columbia Coastal Fefry Services’
- Application Of Sales Tax -

The Committee agreecd tha@:

i+ (a) +the application of federal sales tax :
"should continue pending the outcome of the federal-
-provincial dlscu531ons on intergovermnental
_taxation;

(b) the Minister of Finance and Minister of
National Revenue should now write a letter to
Prime Minister Bennett stating that this queotlon
is properly the work of the intergovernmental ’
committee discussing intergovernmental taxation;

(¢) 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 -

(d) 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 TIIE CABINET ON JUNE 18TH, 1970 i

QrFEIcE or T

- Leapll N Ty Ve .r e
Supervisor of Cabinet Documents. E:%gék \B&gm'"
: , A
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CONFILEN T A Lo ‘
Rovenber 18, 1952,
The Deputy dinister,
Dapartnent of Hational Defence,
Ottawa, Canada,
Dear Sir: ‘
Re: HGS 200-25-32 , ‘
Dl Ses't, 23-3 |
In reply to the Inter Service Hovement 4

Hobilization Flanning Comnittes's request for information
on railuay car ferries on the Test Coast I have had the
Traffic Servicos Branch of the Canadian Karitime Commission
report on the aspects of the subjest referred to in the
Committeo’s letter dated April 7th,

Three coples of the veport are attached,

Yours sincerely,

J.C. LEZSARD
J.«C, Legsard,

o
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J."'C. Lessard,
) CHAIRMAN
L.c TTE,

ANCYS McGUGAN,
COMMISSIONERS

CANADIAN MARITIME COMMISSION

-

orrawa, QOctober 31, 1952.

. seUntt FILE St
SEREE .Y S -5~
NOV 19 1952

-v—:!m

Mr, J.-C, Lessard, T_
Deputy Minister, ranspo
Department of Transport, p rt 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

invclved.

Yours respectfully,

G. M, Schuthe,

Traffiec Services Branch.
GMS/1C
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& yeport prepared for the Interssivice Hovemsnt
Kobilization Planning Comaittes, Department of

"~ HEaticnal Defanse, on certaln aopeets of the pro-
blss of assuring adequate dounestic waterborne
transportation faaiiities for Vepoouver Island
in $iza of war,

Traffic Services Branch,
Canadian Earitime Commission,

COHFIDENTIAL
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In 195),more than a million short tons of cargo were
carrisd in reilway cars on gar ferries operating between the
British Coluxdis mainland and Vancouver Island, (Ses Appendix I).
OF this total, 386,000 tons consisted of coal, grain, faed, foode
stuffs, automoiive wehicles, and gensrel merchandise shipped fran
the seinland, and 655,000 tons consisted, for the most part, of
products of the forest indusiries of Vanoouver lsisnd shipped to

the mainland. In the peak sonth of ey, 1952, C.P.R.-opsrated
gay barges alone ferried 3,268 railwey cars bstwean Vancouver and
Vaneouvsr Island,

Statistios of the smount of csrgoe carrisd soross the Culf
of Gaorgis by non-redilway barges and flat scows, whils not com~
plets, indioats that the major commodities freighted in thess
vessels aré coal and csment, agcoumting for sbout 315,000 tons in
& year, The total amount of all dry cargo carried by non-rallway
barges and scows betwean the lowsr ssinland and Vancouver Island
probably does not exessd 400,000 tons.

Steamshps are responsidle for only a relatively smell
part of the cargo movement acroes the Gulf, The Canadian Fasifie
rassenger vessels operating betweon Vanoouver and Ranafmo and
between Vancouver and Yictoris carriod less than 90,000 tons of
genarsl cargo in 1951,

Vancouver Island does not enjoy & sslf-sufficient insular
seonony bat, instead, depends upon outside markets and lomn of
supply. Any lengthy disruption of transportation servise, and
partioularly of railway oar ferry servios, would undoubtedly mnlt
in severe seonomis dislocations affecting the welfare of Island
comaunities and the operations of lIsland industries,

Canndinn Pacific cay barges are wable to use C.R.R,
slips and Cansdian Rational ferries ars mabls to use C.P.R,
alips, Furthersore, rallway ferry slips at Amsrican termini
located on Puget Sound cannot bs used by Canndian car ferries
without substantial modificxtion, This prodles of interchange-
ability has not heretofors:poen raised and studied as a matter
of rational interest, and no atbeupt appears to bave besn made
to standardize rallwey ocar ferriss and slips,

Canadian Pacific barges and siipe are provided with three
seta of tracke, whereas Canadian Hational barges have
tracks which sonverge to form s single track at the loading apron.
lodifiontions to Cansdtan Eatiomal slipe to enable thelr uss by
Camudian Pacifio car barges would require alterations to aprons
and machinery, approach tresties and tracksge, and wing walls,
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Following is & rough estimate of the cost of making
negessary alterations to Canadian Batiooal car ferry termini to
amable then to recsive Cansdian Facifioc bargess

Aprons ané sachinery £ 75,000
Approach tresile and tracknge 30,000
Alterations to wing walls e 24000

Cost at sach location © $340,000

|
The raileay companies appesr to have no intention of |
sbandoning their present ear ferry facilities, and thers is ns
evidence of excessive ferry oapssity. On ths contrary, the ’
Canxdian Proific Rellwmy currently haes on charter a 15-car barge
to supplemsent its own car ferry fleet., (Camdian rellwsy car
ferrios in the service of, or capable of being umed by, the two
ratlway companies serving Vancouver Island are ligted in Appendix II,)

Locations of the ferry terminl are relsted to the railway
lines which the ¢y ferrles 1link, and ths abandonment of existing
facilitien could only be considerecd as part of the broader question
of the nltinmate neef for the rail servicss alrsady established on
Vansouver Island,

The alternatives to railway car ferries for the trans-
portaticn of cargo betwsen the British Columbia asinland and |
Vansouver Islend ares non-railway barges and scows, and self- |
propelled ships, Of thsse vesssls, there is no substantial
reserve to be drawn upon in an esergency without csusing transe
portation dislocations elsewhere on the 5.C. coast., Uoreover,
a diversion of traffic from noxmal reil-and-water routes to none
railway carriers would orests extraordinary problesms of eargo
reception, handling, storage, and distribution at the ports of
Vansouver, Vioteria, Nanaimo, snd posaibly New Westainster,

The quantity of merchandise and bulk cozmodities trans-
ferred across the Gulf of Georgla by railway car ferries averaged
nearly 85,000 tons a month in 1951, An estisate of the nuwbar of
scows, barges, and coapting ships whieh would be needed to carry
this quantity of carge can only bs a rough approximation, Actual
requirensents would depsnd upon the season, dispateh in handling
cargo, the avallability of tow boats, and other wariable factors.
Probably thres self«propslied coasters of about 600 tons dsedweight
capacity would be needed to eupplement the carge ocapacity of the
rogular Canadian Pacific passenger ships for general merchandisse
and perishable commodities. Assuaing the provision of adequate
trans-shipzent facllities on shore, sbout ten 90-foot scows would
bs required to carry sush commoditles as coal, pulp, and poles,
an forty-five 30-foct acows 1o transport lumber, A4 40«foot
aovered scow would be required for paper cargoes. HNot less than
;ﬁitns boats of sultable powsr would bave to be availables for towhyg

L 8
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If railwny service wers interruptsd but rallway car ferries
and slips resained operetive, the facilities could be adapted to
handle heavy trucks and treailerz by laying rlapking on approach
trastles and by installing a deck at the top-of-rall level in the
oar ferries, The cont of instelling auch & deck is estimsted at
016,000 for sach barge. At present, ons ¢ar bLarge (Tranafer Yo, 4,
owned by the C.P.E,) has vecessed rails and oan scoommodats sotor
vebicles, Canadian National offlcisls believe that it would ba
impractiesbles to adapt the approcches snd slips st Point Ellice
erd Cowichan Bay to handle motor vehicles. They satimate the cost
of planking approcch trestles and doing necessary roadwork at
Ogden Paint to be $7,500 and at Port Hann to be 015,000, Camadian
Paoific passenger steamers with automobile deoks can ascept only
1ight motor vehicles (up to 14 tons). Prowision for hesvier
vehiocles will be ssde in a Black Ball Line ferry now undergoing
refit fop the Vancouver Isiand service, largs trucks and trailers
can be carried satisfaotorily on the decks of flat scows,
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Standaxdisation of facilities in order that acar ferries
could be used at all slips is cbviously desiradle if avsllable
squipsent 48 to be employed most effectively in a tramsportation
amergensy., Of the two track arrangesents which now prevent the
@mmtm%" of l'um .Qmmt. that of ﬁh‘ C.P.R. 4i» the
mors sfficisnt and the more widely used. Conversion of exieting
O.H.R, Pacilitles would sppurently be the siuplest answer to the
problen of interchangeadility,

Bhould a serious interruption of railway service ocour
in, say, the Frager Canyon of British Colusbis, ths Paoifis
Gmt Eastern Railway, whioch joins the C.N.R, at Pringe George,
would provide an slternative routs for Vencouver fsland treffic
to and from the sast, As normal car ferry traffic detwaen
Vancouver axd the P.G.E. termisus at Squamish would be swollen
by Vancouver Island treffic as well as by rerouted lower mainland
troffis, ths value of interchangeable car farry egquipment in
such cirounstances is apparsut. The risk 40 Vaocouver Islend
of isolation from the meinland rallway syatex would, of course,
“be still further lsssensd iF standardisation were to inolude -
the rallway onr ferry slips of the Chicago, {ilwaukee, 5%. Paul
and Pacific Railway Compeny on Puget Sound,

Thile railway car ferry slips ars dispersed along the sash
cosst of Vanoouvar Island, on the B,0. mainland ths bulk of the
car ferry traffic is concentrated on the slips in Vansouver Harbour,
(See Appendix IXI,) The times when tow barges may enter or leave
Vancouver Harbour ars governed by tidal currente through the First
Harrows, and traffioc converging on the Harrows creates a collision
haxard, EHence, the lscation of a car ferry slip at a site »hioh
is free from the objectionable features asscoiated with the existing
Vancouver slips aight well nerit consideration. Faloe Creek as
a site for a forry slip has several advantages to reccommend 1t,
the principal being elimination of ths peed for towing dwmd darges
the First Hagyrows, and proxisity to C.P.R. and C.E.R,
teackage in Vancouver City.

GuS/1C
CONPIDERRIAL

000348




Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés a l'information

' APPERDIX I {
e CONPIDENTIAL 2

OUTEARD ISTARD

Reported at Vaneouver

{C.P.B, Caor Ferry Servics) 246,022 | 485,655

Reported at New Usstolinster
{C.H.R, Cor Ferry Service) 139,965 158,728
285,987 644,590

Jourcen: Hatlonal Berbours Board
New Westuinster Harbour Commiscioners,
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APPENDIX 11 ’27

1, Canadian Ratiomal 107 5
2, Canndian Nstional 209 13
3. Capadian Ratiomal 111 14
4s Canors {ssif-propelled) 17

Car Can Uss Ingioated
C.H.B, C.R.R,
C.H.R, C. 5.2,
CuN. R, C.H.R,
CoBLR, C.H.R,

5.
6
7.
8.
G
10,
il.

13.

15,
16,
17,
ie,
15.
20,
21,

Griffon
GRIFPFSON
Xoland logger
Island Tug 40
Igland Tug 42
1sland Tug 44
P.G,B, Bo, 2
PGB Mo, 3
Prospeet Point
Transfer Ho, 3
Yransfor Ho, 4
Transfer Ho. 9
Yorke No, 1
Yorke Ho, 2
Yorke ¥o, 3
Yorke No, 4
Yorke Bo, §
Yorke No. &
Yorke No. 7
Yorke No, 9

FRE B o« 0o o 8 B F

B &

a7

6
4
4
4
4
iz
6
ié
266

Griffiths 35,8, Co,

CoP R, P.G,E.

Oriffithe 8,8, Ge,  (2)

laland Tug & Barge
Isiand Tug & Darge
Ialand Tug & Barge
Island Tug & Barge

 P.G.E. Rallway

C.F.R. {1)

C.B.R., P.G.E.

C.P.R., F.O.E,

C.P.H., P.O.E, ‘
C.P.R., P,0.E, i

P.G.E, Railway 8.P.R., P.0.E. ;
C.P.R, C.P.R. ‘
C.P.R, C.P.R,
0.7, R, C,F.R,
C.P.B, C.P.R. |

P8, Yorke & Son
F.ii; Yorke & Sop
F,i, Yorke & Son
P.B. Yorke & Son
¥F.i. Yorke & Son
F.l. Yorke & Son

P.H, !og'k’ & Bon

¥R, !erku. & Son

111 9 Bﬂr&h&ﬂl, P.G.E., (3)
.

Gt, Northern, P.G.E., (3)
|

Gt, Horthern, P.0,B., {3)

Gt. Worthern, P.G.E., (3)

Total Gar capmcity

{2

P.G.B. at other end,

(1; Could fit P.G.E., if one dolphin were shifted,
Cowld be adapted to £4¢ G,N.R, #lips at one end and C.P.R, and

{3) Pits G.P.R, #lips at Fanoose and Ledysmith,
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ammx CAR F"M 31&?8 mw mwar 8!51’&5 COHHEGTIO!W oN

Victoria (Ogden Point) C.B.R. C.H.R,

1.

2, Vioteria (Point Ellles) = C. 0B C.H,. B,

3. Cowlchan Bay C. R C.N.R,

4o lagysmith - C.P.R, (B.84,)  C.P.R., loland Tug

5, Hancose | C.P.B, (E.&I.)  C.P.R., Taland Tug

6. Yaneouver Harbour CoPuRe C.P.R., P.C.H,, Inland Tw‘
7. Vanoouver Harbour | N.HLB, ' {¥ot regularly used) %

8. Vanoouver Harbour Great Hérthom Yorks

9. Port Hamn C.H.R, C.NLE,

10. Squanish o PuGok, P.G.B., Yorke

I Barges wiih parallel sets of tracks say be ‘
moved to connact the individual trecks in tura |
with the pingle track on the apron of the
8.R.B. slip at Vancouver,

PUCET SOUND (®ashington)

r
Bellingham Chiosgo, Tllwaukee, St, Paul Hot used by Canadian
|

11.
‘ end Paoifie car barges.
12, Everstt n "
13:_ Sesltls . # _ &
14. Tacosa " ¥
CORFIDENIIAL
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38-8-4

October 18, 1952,

ﬁ!". ss Fc Bihgle, '
Vice-President,
Canadian National Railways,
360 HeGill Street,
Bontreal, Qusbhec.
Dear Sir:
Thank you for your letter dated October 16th,
f£ile 3925-43.
I am grateful to you for making this information

available,

for J-C. Leésa_rd.

GES/10
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CANADIAN NATIONAL RAILWAYS

' OFFICE OF THE VICE-PRESIDENT

- . OF OPERATION

S. F. DINGLE
VICE-PRESIDENT

J. C. KENKEL
ASSISTANT TO VICE-PRESIDENT

R. C. JOHNSTON
ASSISTANT VICE-PRESIDEN

Al

J.-C. Legsar { Esq.,
Deputy Minister of Transport,
Ottawa, pntArio.

W. H. KYLE
ASSISTANT VICE-PRESIDENT

U. V. GONDER
ASSISTANT VICE-PRESIDENT

MONTREAL., QUE.
October 16, 1952.

3525-13. B GLe?

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,

END,

Vice-President.

+ .
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1.,

2,

3.

le

5

6.

Te

8.

9.

Q.
A.

Q.
A.

Q.
A.

Q.

A,

Q.
A,

Q.

A.

Q.
A,

C.N.R. BARGE OPERATIONS, PACIFIC COAST ég;?

Does cur "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 111 -~ 14 %

Descriptionof C.N. barge slips at each point of call:

Port Mann Pt.Ellice Cowichan Bay Ogden Point
(a) Length 721 721 721 721
(b) Width 91 9t 9! 91
(c) Depth at low tide 201 20t 301 201
(d) Percentage of time
daily slip can be used 100% 83% 50% 83%

(e) Tidal range at each slip 8? 128 181 12t

Can our barges operate 1nto C.P. slips, and vice versa, (including "Canora")?
Noe.

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,-

Harmae . - ~ 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. bargss - 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., Sate. - to Port Mann

round trip about once weekly.

one call weekly enroute from Victoria or Cowichan Bay,

Ex Victoria

Ex Cowichan Bay
Chemainys direct
James Island

[ I A

Traffic = peak menth?
Month of December, 1951:
To Vancouver Island e« 334 cars coal

62 " grain, feed and foodstuffs,
147 " miscellaneous
543 ¢

From Vancouver Island= 309 cars forest products
6 " fish

%g " miscellaneous
363 0

No information available as to tonnage of this traffic.

If barge slips at C.N. Port Mann and C.P, Vancouver were dlsabled, what

alternative facilities would there be, (a) In 6anada? (b) in U.S.A.

(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,

If C.N. and C.P. barge slips were disabled, could carload traffic be handled
to and from barges by cranes, and at what piers at Port Mann and Vancouver?
Traffic could notbe handled from barges at any existing slips by cranes on
piers in Vancouver or Port Manmn.
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'10. Qe If Sarge slips, C.N. and C.P., are not interchangeable for operation,
what is the governing disability, and what would be a rough estimate
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 follcws at
each location:

Aprons and machinery ' $75,000.
Approach trestle and trackage 30,000,
Alterations to wing walls 35,000,

Total $140,000,

11. 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, OOO.
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o o CANADIAN PACIFIGC R AILWAY. COMPANY
British Columbia Coast Steamship Service |

STATEMENT SHOWING PARTICULARS OF B. G. 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 CARRYING CAPACTTY
Transfer Barge No, 1 | : . | | o | | | . |
~ (Prospect Point) - 1038 o - 1011 . 232 .6 42t en 12 6" 14
Transfer Barge No, 3 {v E 977 o | 927 . 250t oM 42t oM - 12t o 15
Transfer Barge No, 4 1593 | 1522 308! 7?;!* 531 28m 11 74 22
Transfer Barge No, 9 | 1396 11360 l' 78t 43" 23 12! ot | 17

"Island Logger" (Under charter of Island Tug T , : _ . .
, & Barge Ltd,) 1274 2521 O - 53t 2w 111 6m C15

VOLUME - OF TRAFFIC BETWEEN’VANCOUVER ISLAND AND THE B, C. MAINLAND

Revenue Loads 0, C. S. Loads Empties TOTAL
Cars from Vancouver to Vancouver Island - Mey 1952 913 .28 789 - 1730
Cars fromﬂvancouver Island to Vancouver - May 1952 o 1413 _ . 80 ) - 145 - 1658

The particﬁlars of the principle commodity classfications are shown belows -

.Eg. of cars t Tons - Percentage ~ Commodity

I
Vancouver to Vancouver Island - May 1952 : . 93 i 613 . 3,0244 Autos and trucks
’ . ' ' -8 ' 177 .8732 Propane gas
v ' 368 1,8156 0il and grease
28 11016 5,0128 Asphalt and tar
69 . '3196 . . 15,7687 " Cosl 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 - #3552 Household goods
4 128 - 6315 Melt
) 34 1677 - Fruit
10 " 123 . 6068 ‘ Vegetables
1l 10 © 40493 . Livestock
38 507 2.5014 : Meats ’ ’
505 9459 46,6696 Mdse & Miscellaneous (Foodstuffs,
_ I furniture, dry goods, stoves).
5 - 87 <4292 | Butter and Margarine
TOTAL = 913 20,268 99.9992%

- | o ) 3 000356
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VOLUME - OF TRAFFIC EETWEEN VANCOUVER ISLAND AND THE B. C. MAINLAND

Cars from Vancouver to Vancouver Island - May 1952

Cars from Vancouver Island to Vancouver - May 1952

Revenue Loads

913
1413

The particﬁlars of the principle commodity classfications aré shown below:

Vancouver to Vancouver Island - May 1952

TOTAL -

No, of

93

8.

-7
28
69

9
48

- 53
14
13
6

4
10
1

38 .

© 505

913

cars

0, C., S, Loads

28

80

Empties : TOTAL
789 1730
45 - 1638

Tons

613 .

177
' 368
1016
3196

7359

1462
1744
779
. 134
72
128
34
123
10
507
9459

87

20,268

: Pbrcentage

Gommoditx

3.0244 Autos and trucks
- 48732 Propane gas
1.8156 0il and grease
5.0128 Asphalt and tar
15,7687 Cosl and coke
1,7712 Sugar
7.2133 Flour and mill goods
8,6047 Feed and grain
3.8435 Wheat and oats
6611 Hoy and straw
3552 Household goods
€315 Melt _ '
. 1677 Fruit
- L6068 Vegetebles
« 0493 Livestock
. 2.,5014 Meats :
46,6696 Mdse & Miscellaneous (Foodstuffs,
' S furniture, dry goods, stoves).
« 4292 Butter and Margarine ' -
99.9992%

J o eeeem e ——
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" Page 2.
CAN A;D I A N PACIFIC BRAILWAY COM PYA'N Y
-_ BRITISH COLWMBIA COAST STEAMSHIP SERVICE '

' STATEMENT SHOWING PARTICULARS OF B. G. COAST STEAMSHIP TRANSFER BARGES AND OTHER
INFORMATION RELATING TO TRANSFER BARGE SFRVICES.

2

_ . No. of Cars - Tonnage  Percentage Commodity
Vaneouver Island to Vancouver - May, 1952 : 82 . ' 3130 - 6.6975. Pulp
- R ’ ) 2 _ 22 - 04770 - * Frult and vegetables
9%3 3209 °° 68.6780. . Lumber and shingles
172 5705 ©12.2073 Other forest products
: . ) o " mostly poles
) 22 . 412 [ .8815 ~ Paper products
1l 24T .5285 " Paint
B 2 V1 3188 . . Liquor . o .
. 3 . .13 - «0278 - Livestock -, = < - =
1% . 682 1.4593 "Coal B - .
< - 137 ‘f"; L2718 _ 9.1539 = Merchandise aﬁd Miscellaneous -
. _ : o (Foodstuffs, drygoods)
B TOTAL B P A K TOKT3L T 99.999%
FREIGHT TONNAGE HANDLED DURING THE MONTH OF MAY 1952 ‘
3 “Mainland to Vancouver Island . 20,268 tons
' Vancouver Island to Mainland o 465224 tons
TOTAL ® 60 o2 0o .> . .- 67 g 002 tons b .
| BARGE SLIPS AT UNITED SIATES POINTS ‘
 LOCATION " HWMBER OF SLIFS » NIMBER OF SPURS
Bellingham - 1 | .7 3 ‘
Bremerton . _f 1 _ : . o 1 (OWneq by U.S. Navy) ’ .
‘Tacome. 1 1 ' I v )
) qut'Ahgeles. ) Nil = _ : Nil ‘ : . Lo e e T
Port Townsend -~ ~ 1 , .3
Everett _ L . Nil. _ ; Nil

“Note: Ail these'berge glips are owned by'the Chicago, Milwaukee, St. Paul and Pacific Railway‘bompén}
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 C., September 29th, 1952, | o AT T e T T g
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Mainland to Vancouver Islsnd - | 20,268 tons ‘
Vancouver Island to Mainland o 46734 tons | _ L B

CTOTAL eevervnnnen. 67,002 tons

BARGE SLIPS AT UNITED STATES POINTS B

_ LOCATION | NUMBER OF SLIPS - gyﬁggg_gz;ggyg§ “
Seattle - - [ S R g
Bellingham 1 3 _ |
ﬁremérton | . '_  1 o E , ' '1.(Owne@'by U.S. Navy) - ' .
Tacoma | 1 | 1 i . o
Port Angeles Nil ] C N1 - L - L - :4 ‘

"~ Port Townsend Y | 1 .. 3 -
Bverett © Nl ; Nil

Note: "Allvthese"barge slips are owned bj’the Chicago, Milwaukee, St. Paul .and Pacific Railway'compényr
. .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. ' e

VICTORIA, By C,, September 29th, 1952, ’ ‘ e
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3884,

Qotober 6’ 1952,

#r. B, B, Crump,
Vice-President,
Canadian Pacific Railesy Company,
Findsor Station,
Dear Sir:
I acknowledge your letter dated October 3rd, file
1968-3, and enclosure,
Thank you for providing the information on operations
of your Facific Coast tow barge fleet,

Yours sincerely,

d. C. LESSARD

J=G, Lessard,

GUS/16
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e ADIAN PACIF]C RAILWAY COMPANY
!ﬁll’

N. R. CRUMP, o
VICE-PRESIDENT

montrea  October 3rd, 1952.

1 555 SECHL Tocl e
B 5559 PP

J. C. L d, Esq.,
Deput?saggisteiqof 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 6

. <~Eﬂ5}
M CARDS |
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Septezber 15, 1952,

Ey. B. R. cmp,
Vice-Presidont,

Canndian Pacific Railway Co.,
Vindsor Station,

tlontreal, Qusbec,

Dear Dr. Cruops

On Friday last, lr. Schuthe of the Canadian Laritize
Commission discussed some aspects of the rallway ony ferry
services between Vancouver Island and the B,.C. Uainland with
tr, Lyall and Ur, Tayior of ths Camadian Pacific raflway and
with officers of the Canadian Natfonal Railways. 7The subjeot
discusasd i3 related to o defence yroblem raised by the
Department of Kational Defencs.

I shoulld appreciats your providing the following
information concerning C.P.R. Test Ccast rallway car ferry
operations:

{a) A 1ist of the C.P,R. rallway car ferry tow barges with
- thelr box car carrying capacities.

{b} The volume of ‘t.ho novement between Vancouver Island and
the B.C. Kainland in a peak month in terma ofs

1. raileay cars in each direction;
2, froight tonnage in toial and in the principal
conmodity clasaifications.
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(6) 1In the event of a disruption of service to the B,C.
Iainland, could railway oar ferry tow barges bs routed
betwsen Vanoouver Ioland and Tashington State? Are
thore suitsble slips at such points as Bellingham and -

Everett?
Yours sincerely,
&G LEZ a0
J"‘ci Lossard,
cx3/10
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Septaenber 15,

Lire S. P, Diﬂglﬁp
Vice-President,

Canadian Hational Rallways,
360 Uel1ll Street,
Bontreal, Quabeo,

Dear lr. Dingle:

On Friday last, liy. Schuthe of the Canadian Uaritime
Comnisslon dimcussed some aspects of the rallwny car ferry
sexrvioos botween Vancouver Island and the B.C., tainland with
Br, Kyle of Canndian Hationnl Railways and with officers of
the Capadian Pacific Railway. The subjeot discussed s related
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o a defence problem raised by the Dopartment of Eationmal

Dofence, -

1 should appreciate your providing the following
information eoncerning C.R.R. Tast Coast railway car ferry

operationg:

(a} A 1ist of the C.H.R. rallway car ferry tow barges with

theolr box car carrying capacities,

(b) 'The box car carrying oapa;wtg of the self-propelled

forry "CARORA®,

{¢) The volume of the movement botween Vancouver Island
and the 5.C, Uainland in a pezk month 4n terms of:

1. rallway cors in each direction;

2. freipht tonmage in total and in the principal

commodity classifications,

. & & @
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(d\) Stmtmm. I lﬂd@rﬂtﬁn&, ths C.H.R, and C.P.R., tow
barges are intercmngeable and C.H.R. barges conld
comeiﬁb]‘y be used nt C.P.Ra :ﬂlim. _ Tm “CAHOB&",
on the othor hand, can uso only C.H.R. facllities,
hat are the technical reasons for this limitation
and wouid it be possible, should the nood arise, to
adapt the "CANORA" {or the C.P.R. slips) for inter-
changeable cperations?

Yourn sinoerely,

14 5 ARD

_ 8-C, Lopsard,
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HQS 200-25-32
IM Sec't., 23-3
OFFICE OF THE DEPUTY MINISTER /f

OTTAWA

4630

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 meke 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 a general way whether the West Coast
railway ferries will or will not be adequate to meet a wartime
situation, If the conclusion ig that corrective action is called
for, a more detailed investigation will be undertaken,

Yours sincerely,

(e’

%4 Deputy Minister
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Departmentoppe wll?'e ence /2

CANADA
OTTAWA,
7 Apr 52 4624
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 Committes would like to determine:

P y

(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?

(b) Has the question of interchangeability been
raised before and studied as & problem of
national interest?

(¢) 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 conmnection facilities?

" (d) 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
Ly making basis?
\'\,\;\:\;lﬁf 3 -~
e . (£) What alternative methods of shipment are

available? //

duct en investigation of the problem on the basis of this request but
it is considered possible that the information is readily availabls

It is not intended that your Department should con=-
to you. If so, it will be appreciated.

..0.2

~
N e
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> CONF IDENT IAL / ‘2—

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,

000368
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CorY File See.J5C/PC Ha2-13
DEPARTMENT OF HATIONAL DMFENCE /
HAVAL SERVICE

Flag Officer Pacific Coust,
HaillCo W' Mﬂiﬂll.ﬂ.&
Berch 10, 1962,

secretary,
Frincipal Supsly Oi{icers Committee,
GITARA, Ont.
Ferries -
Replyiasg to your letter PUL 107-2 duted 238 Yeb,

1962, the following are the West Coast Ferry Slips, srranged by
porta..

VAICOUVER ISLiND
VICTORIA (C.N.R.)
(1) ©gden Point, Victoria Harbour
(11) Point Ellice, Victoria (lmmer) Harbour
Heither of these two slips is designed to tske
vehicles, altiough in an Bsergency planking could be
laid over or between the rails at the shore md to
mnake a temporary roadway.
SOUICHAN BAY (C.H.R.) Not ritted for vohicles.
LADYSHITH (C.P.R.) Not fitted for vehicles.

HAMOOSE (C.7'wie) Could handle vehicles.

B Co

VARCOUVER

ol aBle AL Foot of Burrard Street. This slip is { itted to tuke
velilelos as well ss raill cars.

OREATY

4 or York Transportction. Foot of Campbell Avenue on
t lorthern Dock, Mot ritted to tuke vehicles.

L0 AW (Fraser River)

C.H,R, This is the mainlend ferry slip terminus “or switching rail-
way cars for Vanecouver Islend points. Hot fitted to take :
vehiclos,

W Slip for railway cer bdarges. Not iltted
for vehicles. :

the

000369

;



) Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés a I'information

2. At the time when the reccmmendation wss first made by the
JSC/FC that the railway ear ferry services of tle two Baillwey Companiex
should be made interchangeabl:, the situation was as follows:

(1) The C.P.RH, snd C.H.R. lines on the mainland are dose to-
gother, their cur ferry termini are many miles apsrt. This
alag appiies to Vancouver lsland, 4

(1) The grest bulk of freight betweea the B.C, mainlend and
Vancouver I:land is earried by rallway cear dbarge, utili-
wing the csr ferry slips listed on page 1.

(111} The present heavy rail traffic et the Wostern termini of
both mejor reilways is slready taxing existing fecilitiea,
This velusie of traific is mainly dae to the fact that most
of the large sswmills in Southern Hritish Columbia are
located on Vancocuver I:land, Supplies of all kinds to keep
these mills ruaning come to Vancouver Islond by railwsy car
barges snd the sams method is used in shipping out of the
milla the processed lumber for Eastora Canada end¥,.8,
narkets, The same conditions apply te the large pulp and
paper mills located &t Part Alberni and Nanaime, sll of
which wre served by these railway car ferries,

{iv) Apart from the supplies hrought to the varicus industries
mnentioned, and the trsnsportaticn of linlshed products to
Bastern markets, almost the entire food supply for the elvil
population of Vancouver Island is shipped in these seme
reilway car ferries from Vancouver. It is cheaper and sore
efficient to semd carlead lots directly through from the
Hainland to Vapcouver lslend ferry slips at ladysmith md
Hanooae frem whence these ears continue by railway to Victorias,
Hanaimo, Cowox, Fort Alberni andé ictem ediate way pointe.
in this way there is only one meve from the reilear to the
consignes., This is importwat, especially shen it involves
the transport of perishable focdstulfs requiring refriger-

- ated curs.

(v} ‘The luck of interciengeability of railway car ferries md
slips would, particularly in wartime, pose a serious problem
of supply should either ocne or the other Conmpany®s fecilities
be destroyed, It would gravely curtail the needed supplb s
of all kinde to keep Vancouver Island's wartime industries
in production, it would imsobilise at the mainlend termini
much needed rolling stoek, and in a short time csuse seovore
shortages of vital foodstuffs as ne great stocks are kept on
hand on Vancouver lsland. Obvicusly every military estab-
listment on Vaneouver Islamd would lilkewise be adversely
affected through the food snd mpply shortages.

3. Since thimmatter was brought to the atteution of the Chiefs of
Staff Committes, there has been a fuw ther development which materially
aifects the situstion. That s the fact that the Victeria Machinery Depot
has boen ccnvarti g for Canadian Pacifie Steswsh ips, a militery landing
barge, known as Transfer Craft No.4, for service on thé Vancouver-lansime
ran s a flat deck carrier. This vessel should be ready within the next
fow days to commence this new servies. This craft has beea fitted with
sunken railway trocks on its steel deck mdé will carry either £2 railway
box cars or 40 trucks, or a combination of both ond will he towed by &
powerful tug so as to complete the 6 mile run in foup hours. Fseilities
already exist alongside the main wharves of Canndian Facifie terminals at
both Vancouver and lanaimo. No passengers will be gaxried but truck drivers
will proceed by the usual passenger-ferry service of the Compesny end arrive
in time to take delivery of their trucks, For the time being oaly trucks
will be cerried. :

000370




Document disclosed under the Access to Information Act - |
Document divulgué en vertu de la Loi sur 'accés a I'information

Za- 7

&y The ahove new service is desismed to meet the modern tremd of
grently incressed truck treffic especially noticeable in British Colusbia
sinees the opening of the Hope-Frinceton Highwy on the Mainland and the
improvement o Vasccuver l.land of the Island Nighway.

Se It must be conceded that this new service offers the first
Col'olle or CJL.R. slternative to the presently heavily taxed railway car
ferry sorvice and to Lhat extont makes less wurgent the fomer recommen-
dstion that steps be teken to enccurage the C.’.R. and C.H.R. to make their
ear-ferry services interchangeable., Nevertheless the Tormer recomnmendation
that reilear ferry services should be interchangeable is still applicable
as the traffic betssen the mainland and Vencouver Island is rapidly ex-
panding snd withdrewsl or destruction of vessels or the fmmobilization of
oue or more slips could have sericus repercussions to the publie wnd
Gervices slike.

(signed J.H. Marshd l)
Lieut Commander, H.C.N.

Secretary, JiC/PC,
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COPY ' RESTHICTID
PRINCIPAL SUPFLY OFFICERS COMMITTEE

MEHORANDUM T0
The following extract from the Misutes of the 158nd

Mesting of the PRINCIPAL SUPPLY OFFICERS® COMUITTEE held on
February 26, 1352 is referred to you for INFORMATION

ACTION PA

(Gigned A.E, M)
Secretary
PRIUCIPAL SUPPLY OFYFICERS COMMITTIER

L. B40S.
Atem 1388 - Railway Ferries - Wost Coast 3
PBOC 137-8 (RESTRICTED)

As requested in Item 1182 of the 13Bth Meeting, the PESOC had
for discussion a report froam the Joint Services Committee, Pacifie Cosst,
stating thet although it had been realized that the question of supply
fmm the B.0. mainland to Vanccuver Island was prineipally & civil re-
sponeibility, it had been considered advisable to inform the Chiefs of
Staff Committee of this condition so that the Departments interested could
consider the situation and teke action, if necessary.

The JS0/PC did not think that the Services had the means available
under the existing conditions to go into this quastion in detail, or make
estimates of cost. It wes therefore recommended thut the matter might
possibly be referred to the Department of Transport.

The PL0C considered that the memorandum s ubmitted by the JSC/PC

did not give the supporting military infomation originally requested by
PHOC to enable it to formulete recomsendaticns to the Chiefs of Staff Comuittee.

Decision: After discussion, it was agreed to instruet the Secretary to refer
4his matter back to the Joint Services Committes, Pacifie Coast, and to re-~
gueet that Committes to prepare for PSOC, as originally requested, a military
apprecistion of the advantages expected to acerue concerning the standardization
of raillway car ferries on the West.Coast, and the locations involved,

Action By: The decretury.
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*GOPY File Sec. JSC/PC 5-2-13

7

DEPARTMENT OF NATIONAL DEFENCE

HAVAL SERVICE

Flag Officer Paeific Coast,

H.¥.C, Dookyeard, Zaquimalt, B.C.

Yebruary 19, 1983,

]

The Secretary,
Principal Supply Officers' Committee,
Ottawa, Ont,.

RAILGAY YERUIRS - WEST OOAST
Receipt is acknowledged of your letter PEOC 137-2

dated 12 February, 1962,

8. A reply to your letter, same file dated 1 October,
1951, was forwarded in my Sec, JSC/PC O-8-15 mailed to you

18 February, 1982. As this letter may inadvertently have been
undated, will you please insert the dste of 18 February 1952, 1
if this is the case,

(8igned J.H. Marshall)
Lt. Cdr, R.C.H,

Secretary, JiC/PC
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cCePY File 81C Ja0/PC B-2-13

DEPARTMENT OF NATIOHAL DEFGCE

HAVAL SERVICE
Flest Officer Paeific Coast,
Ho,CoDoekyard, Ssquimalt,B.C.
RECTRICTED
The Searetary,
Principal Supply Officers' Comuittee,
Ottawa, Ont.

{Copy to: Secretary,
Chiefs of Staff Committee)

Roference: P50C letter 137-8, dated 1 Cet. 1961,

¥ith refarence to your letter of 1 October, 1981,
the Joint Services Committee, Pacific Coast et its 88th Meet- |
ing on 10 January 1962, discussed your regest for fuller in- |

formaticn gs to the military advantages expected to acerue from

the standerization of Rallway car ferries and fuller details
of the general nature of the proposed alterations anmd estimate
of cost.

2. While the J5C/PC hed realized that the guestion of
supply from the B.C. mainland to Vancouver Islend was principally
a civil responsibility, it had been cousidered advisable to inform
the Chiers of Starf Committee of this condition so that the Depart- _ |
ments interested could consider the situation asd take action,if |

e I have therefore been directed by the JEC/PC to advise
you that under existing conditions, the members do not counsider that
the Services have the means available to go ifto this queation in
detail, or make estimates of cost, and they feel that this might
possibly be a matter for the Department of Transport.

(signed J.H., Marshall) L$. Cdr.
Secretary, JoC/PC
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coPrY Your file JSC/PC Be2-13
PEOC 137-2

PRINCIPAL SUPPLY OFFICERS COMMITTEE

February 12, 1882,

Seeretary,

Joint Servieces Committee,
Pacifie Coust,

Bldg. 70, HEC Dockyard,
Esguimalt, B.C,

Bailwey ¥orries - West Coast

I refer to your memorandum 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 Prineipal Supply Officers Committee (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.E. HOLAN)

secretary
Principal Supply Officers Committee
L8403

000375




Document disclosed under the Access to Information Act - ]
7 Document divulgué en vertu de la Loi sur l'accés & l'information |

CoPY- PSOC 137-2
&

&

Your file See JiG/PC 5-8-13
EESTRIOTD

PRINCIPAL SUPPLY OIFICIRS COMMITTRE

1 Gctober 1951

At the request of the Chiefs of Staff Comnittee, the

Prineipal Supply Officers Committee considered at its 136th

meeting, your memorandum of 12 Sept 51, eoncerning t he intere

Changeability of the car ferry services on the Vest Coanst,

2 The Prineipal Supply Officers Comuittes was of the opinion

that your memorandun did not contain sufficient detailed infor-

mation to allow the Cormittee 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- |

departuental action is warrented to attain uniformity of loading |
e et Tacilities at the jetties, I have been directed to obtain further

information on the following:-

(1) Details of the military advanteges expected to
agcrue if' the jetty facilities were standerdiesd, |
particularly in regard to the present and futwre |
supply and maintensnce of defence organizations |
on Vanecouver lIsland. |

(i1) The gemeral nature and estimated cost of the
proposed alterations to the jetties,

3. It would be appreciated, therefore, if the above details
eould be advised as soon as possible,

(signed M. BLAXIAND)
Lh“‘; WG(B’t E.O.N..
".'.‘E"

S w. ‘
Jeint Services Conuittes,
Pacifie Coust,
Bldg.70, M0 Dockyard,
KM‘, BeGo
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PRINGIPAL SUPPLY OFFICERS COMMITTNE
SEEQRANDUM |

The following extract froo the Minutes of the 136th
Moeting of the PRINCIFAL SUPPLY OFFICERS® COMMITTEE held on

September 27, 1961 is forwarded to you for: IHFORMATION

ACTION PA
(signed M.BLAXLAND) Lt.Cmdr.(5),RCH,
: Secretary,
PRINCIVAL SUPPLY OFFICERS GO ITTER
Item 1182 - Railway Ferries - West Cosst
PEOC 187-8 (RESTRICTED)

The Prineipal Supply Officers Committee had for dls-
cussion a memorandum from Chisfs of Steff Committee attaching a
letter from the Joint Services Committee, Pacifie Const, poianting
out shat the fseilities used to load and unload reilway car ferries
of the CPR and CliR Jetties on the West Coast are not interchangeable.
The JECPC recomusnded, therefore, that consideration be given to
rectifying this condition.

The Chiefs of Staff Comnittee had asked for a recom-
mendation whether this matter was of sufficient importance from a
military point of view to warrent interdepartmental action to obtain
standardization.

The PuOC considered that the memar andum submitted by the
Joint Services Committee, Pacific Coast, did not contain sufficient
detailed information to enable the Committee to make s firm recom-
mesdation to the Chiefs of Staff Conmittee,

Deeision: Therefore, the Principal Supply Officers Committes directed
the Seeretary to request the Joint Services Committee, Pacific Const,

to report in more detail om the following twe points:

(1) Details of the militery adventages expected to acerue
if the jetty facilities were stancardized, particularly
in regerd to the present and future supply and main-
tenance of defence orgm izations oa Vancouver Island.

(i1) The genersl nature and estimated cost of the proposed
alterations to the jetties.

Astion Bys The Gecretary.
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{ File Ci0: 1380-1 (A/See)

CHIEFS OF STAFF COMMITTER

17 September 1981,

Secretary,
Principal Supply 0fficers Committee.

Railway Car Ferries
fest Coast

1. I attsch a letter from the Seeretary of the
Joint Services Comuittes, Pacifie Coast, in which he
points out that the facilities used to load snd unload
railway car ferries of the CPR and the CHR was not inter-
changesble, and requests that the apprepriate department
be asked to take steps to have this condition rectified,

2. Before any euch request can be made, it is
suggested that your Committee study this problem to as-
cortain the military necessity of auch interchangeability
end recommend whether or not this matter is of such im~

that the action suggested by the Joint Services
Committee, Pacific Coast, should be taken .

(Signed R.E.V. )
for H. S, m, Cmir. R0,
Decretary

ROK /3729 /mek
Enel.

£
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Office of / |
Secretary,
Joint Services Committee,
Paeific Coust,
Bsquimalt, B.C,

ert. lil. 19510

The Secretary,

Chiefs of Staff Committee,
Room 378, East Block,
Ottawa, Ont.

RAILWAY CAR FERIIES - WEST COAST

As directed by the JEC/PC at a special meeting held
in Vancouver § September 1981, I am directed %o invite the
attent ion of the Chiefs of Staff Committee to the above

subject,

8. During @hsurvey of shipping facilities made recently
in this area, it came to light that facilities to unload and
lead railway car ferries at C.”,R, and C,N.R, Jetties cn this
Coast are not interchangeable.

Se As a result, C.N.R. railway ferries can not put iante
C.P.Re wharves to load or unload, and vice versa,

4, This could have far reaching effects in the event of an
Emergency or some fomm of disaster which incapacitated the services

of vae or other of these Companies,

S, It is therefore recommended for the consideration of the
Chiefs of Staif Committee that the appropriate Department be asked
to take stepé to require the two Uompanies concerned to make their
car ferry services interchangeable., It is unierstood that altera-
tions can be made at noigreat cost, observing that the new Pulp
Company at Nanaimo recsatly installed a reilway car jetty that can
accommodate the railway ferries of both the C.P.,R, and C,N.R,

(8igned R, Roberts)
for: J .. Harshall
It. Cdr., R.C ..,
Secretary, Joint Services
Committes, Pacific Coast
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