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REPORT OF THE ROYAL COMMISSION ON
- ANTHRACITE COAL

o INTRODUCTION

' On the authority of a communication from the Minister of Labour, an
; inquiry was undertaken on the subjcct set forth in an Order in Council of
‘ which the following is a true copy:— :

P.C. 1356

The Committee of the Privy Council have had before them a report
dated June 3, 1936, from the Minister of Labour stating:

That an investigation was made in 1933 under the Combines
Investigation Aet into an alleged combine in the importation and
distribution of British anthracite coal in Canada;
? . That following the investigation certain corporations engaged in
' the said business were convicted of Ereventing or lessening competition
: unduly and to the detriment of the public and of unduly limiting
facilities for supplying and dealing in certain classes of coal and coke,
under the Combines Investigation Act and under Section 498 of the
Criminal Code, in judgments delivered in the Quebec Court of King's
Bench on December 12, 1933, and on January 23, 1935; and
That representations have been made by the Premier of the
province of Quebec and others to the effect that conditions prejudicial
to the public continue to exist in connection with the distribution of
anthracite coal in Canada.
The Minister considers it in the public interest that aa investigation
should be made, and, therefore, recommends:

1. That, under and by virtue of the powers conferred by Part I of the -
Inquiries Act, Dr. Henry Marshall Tory be appointed a Commissioner
under the said Act, with all the powers and authority theraby con-
ferred, to inquire into and report upon all such matters as he shall
consider necessary with the view of ascertaining whether conditions
prejudicial to the public exist in connection with the importation and
distribution of anthracite coal in Canada, and of recommending any
action found to be necessary to safeguard the interests of consumers;

and )

9. That the Commissioner be authorized to engage the services of such
technical advisers, accountants or other experts, clerks, reporters, and
assistants as le may deem necessary or advisable, at rates to be
approved by the Minister of Labour.

The Committee concur in the foregoing recommendations and submit

the same for approval. o

(Sgd.) E. J. LEMAIRE,

Clerk of the Privy Council.




ROYAL COMMISSION

Under the authority of the Order in Council, Bernard Bissonnette, Esq., K.C.,
‘Barrister, Montreal, was appointed Counsel for the Commission; Professor K. W.
Taylor was appointed Economic Advisor, and A. L. Burgess, Esq., Secretary.
The services of F. A. McGregor, Esq., Registrar, Combines Investigation Act,
were also made available to the Commission. ) ) o

As an “Investigation into An Alleged Combine in the Importation and
Distribution of British Anthracite Coal in Canada” had been conducted during
1932 by Mr. McGregor and, as a consequence, a very complete report covering

it was decided to confine this investigation mainly to the period 1933 to 1936
inclusive. The report made by Mr. McGregor, hereafter referred to as the
1933 Report,” was accepted as a basis for the present investigation,

In the report which follows, reference is made to the 1933 Report for the
purpose oi placing subscquent events in a proper relation to the events pre-
ceding. In a few instances the carefully prepared tables in that report are
repeatea and brought up to date for the purpose of giving continuity. Qcea-
sional quotations will be found in order to give complete connection between the

-evidence collected in that report and the evidence collected for this investigation.

This has been found necessary in order to make unde-standable the facts herein
recorded.

The hearings, which began in Montreal on July 8, were conducted in public.
Scssions were held in Montreal, Toronto, Quebec, Halifax, Saint John, and
Ottawa. During the investigation 106 witnesses were examined. These included
all the major importers and wholesalers of anthracite coal in Canada in the
citics named; a number of agents of American anthracite companies; the
Exccutive Director of the Anthracite Institute of America, a trade association
comprising a majority of the producing companies of the United States; a con-
siderable number of retail dealers in the citics mentioned; representatives of
trade organizations cstablished in the interests of the coal trade; representatives
of the Better Business Bureaux in Montreal and Toronto; and representatives of
the port authorities in the cities receiving water-borne coal.

At the conclusion of the hearings counsel for the Commission and those
representing the various persons who appeared before the Commission, were
requested to prepare briefs for submission to the Commission. The briof pre-
pared by counsel for the Commission was given to counsel for the companies
on which to base their replies.

In all, thirty-eight days were occupied in the hearings. A public invitation
was given to any person desiring to lay a complaint or information before the
Commission to do so. Representatives of the boards of trade and other muni-
cipal organizations were also given an opportunity to be heard. A significant
contribution was made by Alderman Biggar of the City of Montreal.

All contracts made between exporters and importers, importers and whole-
sale dealers, wholesale dealers and retail dealers were carefully examined. Cor-
respondence, when available, between the importing companies and their sup-
plie;'s, and between the importing companies and retail dealers, was also exam-
ined.

" Evidence was taken also concerning the importation, manufacture and dis-
tribution of coke in Canada in so far as it related to the distribution of anthra-

cite. For the same reason, reference had to be made to the position of bitum-
inous coal.

The books of the various companies were not examined as it was deerned

- unnecessary, due to the fact that this had been done very carefully by the

auditors employed in connection with the- investigation under the Combines
Act. The audited statements of the companies covering the three years, how-
ever, were carefully examined in order to determine their financial position.

. Your Commissioner wishes to express his appreciation of the loyal co-opera-
tion of all those appointed to work with him.

the period previous -to-1933-was-already-inthe-possession—of -the-Government,
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In the following pages will be found a precise presentatmn of the facls
gathered with the necessary comments and recommendations.

In the interests of clearness the Report is divided into
I. Sources of Supply.
I1. Selling Organizations in Exporting Countries,
II1. Agreements Between Exporting Organizations and Importmg Com-

IV. Agreements Existing Between the Principal Canadxan Importmg
Compan’es.

V. Importations-—Availability, Price, Quality.
VI. Discussion of certain General Problems.
VII. Conclusiors and Recoinmendations.
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SECTION I
SOURCES OF SUPPLY

In order to make clear the prdblem- presented to your Commission it

would, perhaps, be well to begin with a definition of anthracite coal.
A complete series of coals is found in nature varying from lignite, a very

The hardest forn of coal is known as anthracite. It is highly valued as a
domestic fuel because it burns with almost no soot or dust, and longer than
any other type of coal. It differs from bituminous, the next lowest grade in
the coal series, in containing only a small amount of volatile matter, with
the result that it burns with an almost non-luminous flame. ’
The line between anthracite and bituminous coal has never been very
clearly defined. 1In practice it is drawn mainly on the quantity of combustible
volatile matter present. It is usually defined in terms of the ratio of fixed
carbon to volatile matter with the proviso that it has no ‘coking quality, a
characteristic of most bituminous coals, and that the quantity of combustible
volatile matter present does not exceed a fixed limit. A typical analysis of
middle grade Welsh anthracite is as follows:—
Fixed Carbon.. . .. .. .. .. .. .. ... ... .. .. 86-37
Volatile.. .. .. .. .. e e e 8-63
Moisture, , e e e e e e b e e e 2:00
Ash., .o o0 o oo veus 3-00
B.T.Us.. oo o0 coe o o o 14,476
Here the ratio of fixed carbon to volatile is -——~———883':37 =10.

The lower limit to which this ratio can go, and the coal still be cailed
anthracite has been variously defined by different authorities, In the opinion
of your Commission, a reasonahle definition would place the lower limit at 8.
that is, the amount of volatile matter should be not more than one-eighth of
the fixed carbon,

Anthracite is found in small, concentrated areas in a number of widely
separated parts of the world. It is onl produced where the accumulated
vegetable matter, out of which all coals are composed, has been culject to
intense strain and compression developing great heat and pressure within the
coal beds. Excepting for small, isolated areas in the Rocky Mountain region,
it is not found in Canada.

The_principal fields from which anthracite is exported are found in the
United States (Pennsylvania); Great Britain (South Wales and South West
Scotland) ; Germany (Westphalia) ; Russia, (Donetz Basin) ; Belgium; Nether-
lands and Indo-China. The following table shows the annual production in
net tons in these various countries in recent years:—

e 1029 1931 1933 1935 -
United $mtes ....................................... 73,828,000.] 59,645,000 49,510,000 | 51,000,000
South Wales..........................0 e 6,268,000 | 5,648,000 6,862,000 6,579,000
Seotland..........o.ooo L 775,000 880,000 | 1,037,000 , 035,000
Russia (*)..........coovvonenan o 11,000,000 | 15,000,000 | 20,000,000 | No ﬁFut«es
Belgium....ooovvvninninonennnnnnn 6,525,000 | 6,568,000 | 5,876,000 M
Indo-China..............ooevvvvenn il 2,096,000 ! 1,848,000 | 1,699,007 1,775,000

- Germany.. .o Figures not available
Netherlands................ ... .. ... Figurea not available

Sestimated.

soft_coasl ..throu_gh_bituminous,—to—aAvery.vhard—type—at-th&fend—of—the—series.~~~~~ -

¥
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_The annual world output of anthraocite is apgroximate,}y 80 million tons,
as against a total output of 1,250 million tons of all coals. 'he anthracite dpr(:w .
duction is approximately 6 per cent of the total coal production of the world.

Anthracite is & special-purpose coal, used mainly for domestic purposes,
and is specially valuable in countries with a cold climate.

In certain parts of Canada anthracite has been in use for a long time.
Under normal conditions of production the problem of securing sufficient to
meet Canadian necds has not been a difficult one. For the last fifteen years,

between three and four million tons-annually-have-been-required... However, . .

under the abnormal conditions at various times resulting from strikes in the
producing areas, Canada has found herself in a very embarrassing position.-

Until 1928 the imports of anthracite into Canada came almost wholly
from the United States, only a very small amount coming from the United
Kingdom. Strike conditions, however, in the early '20’s, coupled with certain
suggestions that an embargo might be put upon the sfripment. of anthracite
from the United States into Canada, resulted in an effort on the part of
Canadian dealers, encouraged by the Ganadian Government, to increase their
supplies from the United Kingdom. Beginning in 1923 the supplies from that
source have gradually increased until, according to the Dominion Bureau of
Statistics, in the calendar year 1935 of the 3,451,318 tons imported, 1,464,621
tons came from the United Kingdom, and 1,670,085 tons from the United

' States. wi

Shipments of anthracitev from Germany into Canada began in 1926. In
1935 importations into Canada from the same source amounted to 228,000
tons, as reported by the importing companies.

In 1928 Russian coal also began to appear on the Canadian market and,
in the calendar year 1930, 291,407 tons of anthracite were imported. This im- -
portation ceased when an embargo was placed on Russian coal in 1931,

A new factor in the situation appears in 1935-36 by the importation of con-
siderable quantities of anthracite from Indo-China.

Prior tu 1923 when Canada was almost wholly dependent on American .
anthracite, prices to Canadian buyers were fixed and: controlled by a group of
American producers. There was competitive salesmanship in abundance, but
price competition was not a serious factor.

The competitive situation changed somewhat after Welsh and Scotch anthra-
cite began to appear in the Canadian market (and in the New England market),
though the active factor in the cstablishment of anthracite prices was still the
American line-company price. Competition was further extended when German
and Russian anthracife began to be imported in considerable quantities. The
competitive strength of these new sources of supply was limited by the costs
and problems of transportation; by price control in the exporting countrics; and
by exclusive agreements between dominant exporting groups and certain import-
ing companies, As a result the development of free competition has suffered
considerable obstruction.
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The following table shows the actual importations into Canada from the
various sources mentioned above over a period of years,

IMPORTATIONS OF ANTHRACITE INTO CANADA
’ . (In Thousands of Net Tons) :
{Based on statistics in “Trade of Canada"), Dominion Bureau of Statistica.

Calendar Years | Total .| U.S.A. U.K. |Germany 'Ruééia Belgium | Nether- | Indo-

The Above Expressed in Percentages:

The foregoing survey shows that the anthracite requirements of Canada
can be supplied from several sources. An important qualification, however, must
be noted. Due to the growing use in Canada of the domestic * blower ” system
with a fixed grate, an increasing proportion of domestic demand is for the small
sizes of clinkering coals, i.e., coals with a low ash fusion point. This requirement
is met by Welsh, German, Russian, Belgian and some of the Indo-China buck-
wheat sizes. Furnaces with movable grates can, of course, burn any type of
anthracite.

In addition to the increased competition between anthracites from & number
of different countrics, anthracite as a whole has been subjected to increasing
competitive pressure from other types of fuel.”

The increased use of coke for domestic heating is very marked. In 1926,
coke comprised 188 per cent of the solid fuels sold for domestic heating in
Ontario. In 1935 the percentage was 31-1. The increased number of domestic
installations burning high grade smokeless bituminous coals has displaced a con- -
siderable tonnage of anthracite.

The following tables illustrate very clearly important shifts in the types of
fuels used in various parts of eastern Canada. The figures are based ‘on returns

- supplied by retail dealers to the Dominion Fuel Board and are in the form of

percentages of total solid fuels sold, The most striking shifts are: the declining
Importance of American and inereasing proportion of British anthracite,
especially in the province of Quebee, and in Ottawa, Toronto, Hamilton and
Windsor; the remarkable shift from domestie sizes to blower sizes of anthracite;
the increasing importance of coke, especially in Ontario; and & mixed trend in
the case of bituminous. To some extent bituminous has displaced anthracite,
but in other cases blower sizes of anthracite have displaced bituminous, -

lands China
4,064 3,260 788 5 5
3,737 3,203
4,020 3,173
4,250 - 2,956
3,178 2,226
3,138 1,685
3,033 1,430
3,537 1,804
3.451 1,870
3,501 1,686

et oy

S g e L
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PERCENTAGES OF SOLID FUELS SOLD FOR DOMESTIC HEATING PURPOSES, 1026-1935

ProvincE or Queske

1026

— 1629 1032 1035
Anthracite, Overseas, Domestio.. cenveraeas 9.7 15:9 2.3 23-1
Small...... 16 13-9 249 35.8
American, Domesti 41-8 31-6 18.8 9.5
- ___Small,.,. 6.1 3-8 2:7 14
Bituminous, Canadian.............ocoooiiiii o =136} 150 1—13:.9} — 8.8
18.8 11.9 7:6 10-1
6-2 6:0 04 88
0.7 068 ]einnen.. 0-3
1-3 12 0.9 3.7
515 na 40.6 328
.77 177 27-6 31,0
324 26+9 21.5 18-8
6.9 8.6 9.4 9-1
— 1926 1929 1932 1935
0-8 1.9 4.6 62
.......... 1-0 4:1 8:6
52:6 45-4 280 27.2
1.9 33 3-1 3-4
1-6 1-8 2-1 34
23-1 22.7 28-1 19:6
8:0 10-0 18:3 19-8
10-8 133 11-2 11-3
10 0.6 0-4 05
53:4 47:3 326 33:4
19 4:3 7.2 12.0
Bituminous. . 247 24:5 30-2 23:0
Cok 18:8 23-3 29-5 31-1
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PERCENTAGES OF SOLID FUELS S0LD FOR DOME
1020-1935--Continued

STIC HEATING PURPOSES,

Qugpre MoxTREAL
o 1930 ) 1032 | 1035 | 1026 | 1920 | 1932
Arihirneite, Oversens........, ... .. 20-4 431 50-5 12.5 33.8 534
e Ameriean. 32| 04| 196] 452 310| 170
Bitumirous, Canadian............ 261 25-8 19-2 13-4 13.2 10.3
Foreign.............. 2.0 6.1 1-9 18-3 11:8 6:6
Cohe, Canadian................... 1.7 3.7 2.4 S0 7.6 9.4
Foreign,.................. L. L b 0T 0-8 08 |........
Miscellancous Solid Fuels......... 1-6 1.1 . 04 1-8 1-8 3.3
Summary
Anthracite, Domestic 15-4 278 29.3 48-8 444 411
i Small........ 23.2 357 16-8 8.9 204 20.3
Bituminous.............. 281 31.7 211 317 240 16:9
Coke.ovon oo e 1.7 3-7 2.4 5-8 84 9.4
Orrawa Kixaston
1020 1032 1035 1020 1020 1932
Anthracite, Oversens.............. 5.3 12.5 26-6 344 0.2 9-8 12.8
American............. 57-6 440 271 10.9 69:6 557 46-0
Bituminous, Canadian............ 03 1051 118 16-9 1.6 0.3 1.7
‘oreign. ...l 17-5 15:7 15:6 12.9 181 31-4 341
Ceke, Canadian................... 8.3 14-5 17.8 15-7 3-8 1.6 4.5
Forejgn.................... 4.1 2.2 0-9 0-3 66 081}........
Miscellancous Solid Fuels......... 0-9 0-6 02]........ 04 04 0.3
Summary
Anthracite, Domestic............. 606 "7 32.3 264 684 58.7 51.0
b3 111:11 P 2.3 11.8 21-4 279 14 6.8 7.8
Bituminous....................... 2.3 26-2 27.4 29.8 19.7 3.7 358
COKC. et 12.4 16-7 18:7 16-0 10-1 2.4 4-8
ToroxTO Hamirron
1929 1932 1933 1026 1929 1032
Anthracite, Overseas.............. 0.7 3.7 13-5 19-0 0-11....... 30
American..... .......| 357 48.6 6.2 26-5 57.7 39:3 25.4
Bituminous, Canadian............ 0-2 0-1 0.8 04 1:0]........ 0-8
Foreign 20-8 20-9 28-5 15-4 20-0 175 14.6
Coke, Canadinn....,... 72 -~ 8.2 14:0 22.2 11.3 388 53-4
oreign, ..., 12.6 17.2 16-1 16-2 9.2 3.0 2.4
Miscellancous Solid Fuels......... 2.8 1-8 0.9 0-3 07 1.4 0-4
Summary
Anthracite, Domestic............. 54.3 46-0 29.2 30-7 541 315 22:7
Small.......oo Ll 2.1 6-3 10-5 14-8 3.7 7-8 5.7
Bituminous................ .. ... 210 21-0 28.3 15.8 21.0 17-5 15-4
oKe o 19-8 25. 30-1 384 20-5 418 55-8
Pererrorovon Loxpon
1929 1032 1835 1926 1929 1932
Anthracite, Overseos..............| o2, . 56 1nef.......0L........ 0-7
Ametican.... 681 544 53-3 49.0 43.8 28.5
Bituminous, Canadian. 0.7 06 2.5 1-2 0-4 0.9
Foreign..... 18:0 22.1 17:8 26.3 245 26.2
Coke, Canadian.......... 2.3 13-4 12:4 5.8 9.6 29.7
. Foreign,.. ..’ e 1051 35| 12| 17.0| 204 132
Miscellancous Solid Fuols. ... 04 0-4 1.8 0.7 1:2 08
Summary
Anthracite, Domestic.. 66-0 | - 55.9 57.9 48:4 416 | 26-2
. Small..... .. 121 41| 70{ 06| 23l 30
Bituminous. .., . e b eatinrenanean, 18.7 2.7 20-0 27.5 249 2741
Coke.oovvnniioiiio 12-8 16-9 13.6 22.8 300 42.9

© L v R AL R s s P e s
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PERCENTAGES OF S8OLID FUERLS 801D FOR DOMESTIC HEATING PURPOSES,
: 1020-1933-—Concludod

WiINDBOR
1620 1059 1932 1035

Anthracite, OVersens. ... .oocovvviireireiiniirnstrionnseasnraneeasashs FTTT U 01 0.5

TILETECIN. e ettt enensneassneosesaneesnsensosioncsssnsans 40.0 149 59 58

Bituminous, Canadian ................ it rereerhtea e iaans ce- [T U R R veas

Foreign.........coovvveinns 26.3 36:0 536 40.5

Coke, Canadian........... 58 0-1 31 2.6

‘orelgn. ... c..ounls .. 1 17-0 47.7 356 41.0

Mircellaneous Solid Fuels....... . e re e 0.7 0:4 1-7 09

Summary

Anthracite, Domestic............ooooviin T s e veerrreeeans .| 484 14:6 5.1 5:3

. Small 0-6 03 0-9 0.7

BUITIOUS. 4. vt vrt vt ereevreeneeinte ittt istieaneeaiaesareons 27-8 36-9 53.6 495

[07Y TP 22:8 47-7 38-7 43.6
Havirax Sainr Joun

1029 1835 1920 1035

13:0 21.0| 24:6 171

5.4 1-4 21.9 124

62:6 451 42.6 50.2

0:6]........ 9.0 43

74 3.0 1.6 1-6

1-0 [ XX I SRR N PN

01 17:6 0-3 5.4

ABthracite, Domestic. .o, eer e e iiiiiiitsriretenisineeaiscsronss 192 15.3 44.5 234
Smallie i o . 0-2 1341 2.0 6:1
Bituminous..,...... e reererrieeaeaas 721 45-1 5t.0 43:5
2oy TSP O SN 8-4 89 1.6 1.6

Anthracite is not only subject to competition from coke and bituminous coal,
but has to meet the corpetition of gas and fucl oil. No satisfactory statistics
are available for the consumption of gas for domestic heating purposes, but we
are informed * at it is increasing considerably. (Evidence p. 2756.)

Fuel oil has made striking inroads as a competitive fuel for domestic heating.
The following table indicates its position in recent years:

FUEL OIL DELIVERED AND USED FOR ‘DOMESTIC HFEATING
(Based on statistics compiled by Department of Mines)

In Millions of Gallons Equivalent in Tons of Coal

Year : . Total .

Maritime Quebeo Ontario | Maritime Quebec Ontario Eastern

Provinces Provinces Canada
1930........... 273 21.48 33.12 £0,000 153,000 237,000 410,000
1931........... 2-62 29.07 27-03 19,000 208,000 200,000 427,000
1932....00 000 2.71 26-83 31.63 19,000 189,000 226,000 434,000
1033........... 3-88 44.25 31.07 28,000 316,000 228,000 572,000
1934........... 6-32 44.48 39.42 45,000 318,000 282,000 645,000

Most of the fuel oil for domestic heating is sold in the larger cities. In
1934 deliveries in Montreal were 37 million gallons (coal equivalent 266,000
tons); Toronto 18 million gallons (coal equivalent 128,000 tons); Ottawa
4,500,000 gallons (coal cquivalent 32,000 tons); Quebeo 3,250,000 gallons (coal
equivalent 23,000 tons); Hamilton 3 million gallons (coal equivalent 22,000
tons) ; Halifax 3 million gallons (coal equivalent 22,000 tons).
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SECTION 11
SELLING ORGANIZATIONS IN EXPORTING COUNTRIES

The chief factors entering into the establishment of anthracite prices in
Canada arc the costs of production, the costs of transportation, price agree-
ments or control in the exporting countries, and exclusive sclling agreements
between exporting groups and importing companies. Into the costs of produc-
tion in the exporting countries und into the costs of transportation your Com-
mission has made no special inquiry; but the forms of price control in the
exporting countries and the nature of the exclusive agreoments between domin-
ant exporters and importers have been studied with considerable care.

In all the producing countries from which Canada draws supplies there

i8_a high degree of concentration of control of both production and selling
prices,

(A) United Siates:

In Pennsylvania, production and selling is dominated by the seven so-
called * line ” companies (i.e. companies historically associated with the major
railroad lines tapping the anthracite fields). These are: The Glen Alden
Coal Company, I’lliladelphia and Reading Coal and Iron Company, Hudson
Coal Company, Lebigh Valley Coal Company, The Pittston Coal Company,
Lehigh Navigation Coal Company, and Susquehanna Collicries Company.
These companies produce from 3,600,000 to 8,000,000 tons cach, annually.
Until recently they controlled the production and sale of about 75 per cent of
all American anthracite. Since 1929 the percentage has declined, reaching a
low of 59:4 per cent in 1933 and recovering to 63:3 per cent in 1935. In
addition there are 12 to 15 companies producing from 500,000 to 1,500,000 tons
annually. This group of companies in the last four years has contributed 18
to 20 per cent of the output.

Finally, there are over a hundred small companies producing less than
500,000 tons a year, each. The percentage produced by this group in recent
years has also risen to 18 or 20 per cent.

The following table gives the production for the vears 1929 to 1935 with
the percentage of total production. - :

PRODUCTION OF ANTHRACITE IN THE UNITED STATES

Production in millions of net tons Percentago of total production
. by each group
Year e — L C
arge ‘ompanies Large
Line Inde- under Total Linc Inde- hers
Companics| pendents , Companies penf;{ents Other

1020, ... ... 53.08 9:30 1145 73.83 71.9 12.0 15:5
1930........... 49-43 8.85 10-85 69-13 n.4 12.8 15.8
193t......... .. 41.59 8-16 58-89 59.64 698 15-4 14-8
1032, ..., .. 31.58 $:68 0.24 49.50 63.8 175 18.7
1933........... 2941 0:78 1035 49.51 50.4 19.7 20-9
1934........... 3G-54 -11.52 9-32 57.38 63.7 20-1 162
1035........... 32.30 9.66 9.04 51.00 63.3 18:9 17-8

During the period in which production was more fully in the hands of
the line companies, prices were fixed for sale both within the United States
and for export by joint action of the companies. Under the National Recovery

nistration collective agreements among the producers were encouraged
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ander various “codes” After the Supreme Court of the United States had
pointed out the constitutional limitations to such regulation by the Federal
Government, the Pennsylvania anthracite producers took it upon themselves
to organize a scheme of control through the Anthracite Institute. All the
line companies, most of the large independent producers, and man¥ of the
larger coal broi(ers and distributors are members of the Anthracite Institute.
(Iin a(lll, the membership controls 85 per cent of the anthracite tonnage pro-
uced. _

The control system set up by the Institute is simply what has long been
known as the ‘‘ open price plan.” Every member is required to file with the
Institute full particulars of prices, terms of sale, and sales policics. These
gart-iculars are transmitted to every other member, and are open to inspestion

y others, Every member must abide strictly by the prices and terms filed,
and must treat all customers of the same class exactly alike. If a member
}vishes to alter his prices or terms he must first file such changes with the
nstitute,

The legality of the open price system has not been passed upon speei-
fieally by the higher courts of the United States, but there is little doubt that
it is primarily designed to maintain prices, to minimize price competition;
end under favourable circumstances, it can be quite effective to this end.

While the Anthracite Institute has other functions, such as general propa-
ganda in the interests of Pennsylvania anthracite producers, its main pur-

se is clearly the securing of common policies affecting all matters in the
industry, of which price maintenance is probably the most important.

Representatives of the "American companies giving evidence before your
Commission stated that the Institute was not a * price fixing" organization,
but it was admitted that there was “ an exchange of views” Letween the major
companies, and that while each company issued its own price list, yet the prices
of all the line companics and most of the major independents were almost
invariably identieal. (Evidence pp. 3227-3229.)

There is, it should be added, a considerable number of independent com-
panies that quote prices from 25 cents to 75 cents below the line company
prices. The executive dircctor of the Anthracite Institule estimated that the
volume of such “ off-circular ” coal was about 10 per cert of the total produc-
tion. (Evidence p. 3230.) The presence of these companies doubtless has

some influence on the prices adopted by the major producers.

(B) Great Britain:
(n) South Waless

Until 1923 the Welsh anthracite industry consisted of some 50 relatively
small and independent producing units. In 19823 Sir Alfred Mond (the late Lord
Melchett) began to arrange a series of mergers which, by 1928, had grown into
the present Amalgamated Anthracite Collieries Limited which controls about
80 per cent of the production capacity, though in 1934-1035 it produced rather
less than 70 per cent of the anthracite coal mined in Wales. The anthracite
groducers, other than the Amalgamated Collieries, generally sell through coal

rokers; the Amalgamated Collieries sells its coal through its own agents in
various markets, The general result of the process of amalgamation was a
definite reduction of the number of exporters. Some of the independent pro-
ducers have long-term contracts to sell solely through a single broker. Others
contract tosell their entire output in a specific market for a given season through
a single broker. Others again sell more or less to all customers. For example
T. T. Pascoe Company is the sole agent for §. R. New Blaenhirnwan an
Cefnmawr and, in addition, year by year acquires the selling rights of & number
of other producers in 8o far as the Canadian market is concerned.

mn-
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(b) Scotland:

There are between 20 and 25 anthracite producing companies in Scotland,
all of them very small units. Some 15 of these, producing over 90 per cent of
the output, arc members of a co-operative marketing organization called the
Scottish Anthracite Producers’ Association. 'This association has_given the
entire export rights in the products of jts merubers to the Maris Export and
Trading éompnny. The producers outside the association sell what little anthra-
cite they export through various coal cxport merchants.

The following table shows the procluction of anthracite in Great Britain for
South Wales and Scotland for the years 1928 to 1935:-—

PRODUCTION BRITISH ANTHRACITIE, 1028-1935
(Net 'T'ons)

. e South Per cont Scotland | Per cent

Yeur Potal Wales of total of total
7,304,157 | 6,558,109 §7-0 745,050 12.1
7,04,600 | 6,267,150 890 774,5¢0 11.0
187001 6,236,426 87.0 032,370 13:0
6,528,676 | 5,648,434 $6-5 880,241 13:5
7,411,008 | 6,375,856 86-0 | 1,035,131 4.0
890408 | 6,862,688 86-0 1 1,056,722 131
7,081,910 | 6,800,004 86-51 1,111,034 13.5
7,01.224 | 6,579,321 §6-4 | 1,034,000 13.8

(¢) Great Britain—Selling Agencics:

As previously stated, of the production in South Wales in 1933, 1934, und
1935 approximately 70 per cent was produced by one company, Amalgamated
Anthracite Collieries, who have their own selling organization. The remaining
30 per cent was produced by a number of small companies and sold through
commission agencies,

Of the 30 per cent rroduced by the small companies, approximately one-
third, or 10 per cent, of the whole was produced by one company, Messrs. Evans
and Bevan; one-third by a number o? the smaller compantes who sell through
various agencies, and the remaining third, by other small comdpanies producing
a grade of coal too expensive for Canadian requirements and sold wholly on
the European market. Of the total Welsh production of anthracite coal, it is
estimated that not more than 40 per cent is suitable for the Canadian market
the remaining 60 per cent being of a grade absorbed in the special markets of
England and European countrics.

The degree of competition in Wales, prior to August, 1936, depended on
the extent of the co-opcmtion existing betwecn the Amalgamated Collieries and
the selling agencies of the independent roducin(s; companies,

Under the Coal Mines Act of 1930 the Board of Trade was given authority,
subject finally to the approval of Parliament, to issue orders for the establish-
ment of a centralized selling scheme to regulate production, sales and prices.
This scheme went into effect on August 6, 1936, on a nation-wide scale,

‘The scheme provides for a Central Council and District Committees, The
Central Council is given supervisory power over the Distriet Committees, but
does not interfere with the detailed working out of the local district schemes.
In South Wales, a sales committee, consistinF of a chairman and six members—
none of whom is connected with any coal-sel Ing organization—has been brought

into existence. Sales will be made by trade organizations as formerly, but all -

transaotions, both internal and export, must be approved br the Distriet Com-
mittce. Production is to be regulated on g quota basis, All

distributors are to

P
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be licensed. Minimum prices for cach grade of coal in each market will be
fixed by the district committece. The distriot' committee may fix maximum
commissions fo be paid any sales organization, johber or distributor. The
district committee is empowered to impose a penalty of 5s. per ton for selling
below the minimum price. The committee also has power to make a levy on
internal sales for the purpose of assisting the export trade. In case of dispute.
between the district committee and any individual operator, provision is made
for prompt settlement by arbitration from which there is no appeal.

. Contracts concluded prior to August 1, 1936, are not subject to the control
of the Central Council, and since these were heavier in 1936 than usual, the
new regime is not expected to be effective until the 1937 season.

This organization, therefore, is having no effect upon current coal prices,
but all purchases for 1937 will-be subject to its regulations. 'Che cffect of this
organization on the price of coal shipped to Canada remains to be seen. One
thing is clear: that the price control in South Wales under government super-
vision will be more rigid than exists now in the United States under the organiza-.
tion of the Anthracite Institute. .

In Scotland, as already stated, practically the entire export business is in

the hands of a producers’ co-operative, selling through ‘the Maris Export and .

Trading Company., o
| The question of competition between these various agencies will be discussed
ater.

(C) Germany:

Anthracite coal is extensively produced in Germany in Westphalia. The
best grade of this coal is similar in quality to the Big Vein anthracite coming
fromn Wales into Canada.

q Zg\lo figures are available to us of the quantity of German anthracite pro-
uced.

With regard to export of anthiacite, producers are required to be members
of the Kohlensyndikat, the German Conl Cartel, which has five selling agencies
dealing in the export market. We have no information in detail as to how this
cartel operates. We do know that the T. T. Pascoc Company of Swansea has
acquired, ap}s)arently for a long term, the selling rights of two of the leading
mines: the Sophia Jacoba and Langenbrandt. How far these selling agencies
arc permitted to compete with each other in external markets, we have no means
of knowing. Every ton of anthracite, however, shipped out of Germany is under
licence and, doubtless, under price control. Barter arrangements for the exchange
of certain produets in return for coal are known to exist.

(D) Belgium:

Belgium produces anthracite on a considerable scale. For the last three
years the production of anthracite and semi-anthracite has been approximately
6 million tons annually. Belgian anthracite exports are a monopoly of the
Belgian State Railways. There is, therefore, no competition among producers
in that country,

(E) French Indo-Chinas

Recently there has been a considerable development of anthracite coal
production in French Indo-China. During the last three years the average
production has been approximately 1,600,000 tons.

The producing mines are operated by concessionaires, the concessions having
been gmnted by the French Government. So far as competition affecting the

Canadian market is concerned, the freight rate is the controlling factor,

3220224
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(F) Russias

In recent years Russia has become an increasingly important producer of
anthracite. In 1928 she produced over 8 million tons, being the sccond largest
producer in the world, Accurate ﬁﬁurcs are not available for production at the
present time, but it is known to have greatly increased in recent years and,
probably, amounts now to 20 million tons annually. The production of anthra--
cite in Russia is a state monopoly, and prices, quantities, and all other matters
relating to exports are under state control.

From the foregoing analysis it will be seen that organizations for fixing
export prices exist in all anthracite exporting countries. To safeguard Canadian
consumers against the dangers of controlled prices it is necessary, as far as
possible, to retain competition between different sources of supply. There is no
evidence of any international agrcement on anthracite export prices; on the
contrary, there is every indication of keen price competition getween the various

exporting areas. It is all the more necessary, therefore, to ensurd that exclusive
rights to'import from more than one arca do not fall into the hands of any one
importer or any coalition of importers. The propriety, in the public interest,
of exclusive ageucies in respect of major sources of supply will be discussed later.
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SECTION 111

AGREEMENTS BETWEEN. EXPORTING ORGANIZATIONS AND
CANADIAN IMPORTING COMPANIES

1. Amalgamated Anthracite Collicries Limited and British Coal
Corporation: '

The history of the development of the Welsh anthracite importations into
Canada, and the agreement between the Amalgamated Collicries Limited and
the British Coal Corporation will be found set out completely on pages 25,
26, 27, and 102 to 105 of the 1933 Report, and it is therefore not necessary to
repeat the story here. This agreement between the Amalgamated Collierics
and the British Coal Corporation was cancelled by letter of 20th January,
1034, following the decision of the Courts on the prosccutions instituted as &
result of the 1933 Report. Following the cancellation of the agreements, the
Amalgamated Collieries and the British Coal Corporation continued the dis+
tribution of anthracite. On LFebruary 5, 1035, a new agrecment was signed.

Under the terms of the new agrcement Amalgamated Collieries appointed
“ British Coal Corporation their sole and exclusive agents in Canada for any
and all the British anthracite owned, mined or controlled by Amalgamated
Collicries (except conl produced at New Blacnhirwaun Colliery) for a period
of ten years commencing on the sccond day of January, 1935.” (Ixhibits 11
and 12.) For the purpose of the agreement, Canada wus defined as “ that part
of Canada situated between the Atlantic Sceaboard and Winnipeg and includ-
ing Newfountland but shall not include Toronto and the district usually
§ef\'m} ,t,herofrom or the Maritime Provinces of Nova Scotia and Prince Edward
sland,

The Amalgamated Collieries is required to deliver to the British Coal
Corporation during the period of navigation on the St. Lawrence and at such
ports as the British Coal Corporation may indicate, a quantity estimated at
450,000 gross tons of anthravite exclusive of shipments to Toronto, Nova Scotia
and Prince Edward Island. The arrangement as to quantity can be modified
by mutual agreement. The price is to be fixed each year, for the ensuing sca-
son, between the months of November and February, “ but the average price
f.0.b. for the various sizes and qualities shall not be higher than the average
f.0.b. price A.A.C.* is obtaining on the Swansea Market at the time prices are
being discussed for similar coals for delivery over the same period having
regard to the proportionate quantity of each size.”” The agreement is mutually
exclusive subject to certain stipulations regarding circumstances beyond -the
control of the contracting parties. The British Coal Corporation undertakes
“not to handle trade in or distribute except with the prior consent of A.A.C,,
which consent shall not be unreasonably withheld, any European anthracite,
gemi-anthracite or anthracite or dry steam coal other than may be supplied to
B.C.C.} by A.A.C. and B.C.C. undertakes that no subsidiary or associated com-
pany or.party controlled by it shall in Canada deal in any such European
coal withdut the consent of A.A.C.” (Exhibit 11, Clause 2 (¢).)

A supplementary letter, bearing date of Iebruary 5, 1935, adds to the
agreement the following clause:

 “1f after prices for the season have been fixed the A.A.C. Anthracite
or any portion of it is disposed of in Canada at abnormally increased
prices due to some specific reason the prices originally fixed shall be recon-
sidered with a view to A.A.C. receiving a reasonable share of the increased

prices received by B.C.C.” (Exhibit No. 11.)

'Amah‘:mnted Anthracite Collieries Lid.
1British Coal Corporation.
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A further letter bearing the same date, February 5, 1035, signed by Sir
Alfred Cope for Amalgamated Anthracite Collieries, states:
“ It is agreed that during the operation of the Agreement made between
British Coal Corporation and Amalgamated Anthracite Collieries Limited
... . Amalgamated Anthracite Collieries Limited shall pay to British Coal
Corporation a commission of twelve cents (12¢.) per gross ton on all AAC.
anthracite sent by us or our agents to ‘Toronto and district, and ten cents
(10c.) per gross ton on A.A.C. anthracite sent by us or our agents to Nova
Scotia and Prince Edward Island, but such coal shall not be sold or dis-
posed of in the territory allotted to you. . . . .” (Exhibit No. 11.)
On_the 8th February, 1935, a memorandum, signed by the Honourable
Lorne C. Webster as President of British Coal Corporation, and Sir Alfred
Cope for Amalgamated Anthracite Collieries, accepted the new agreement 4s
& substitute for the old. ‘
The main differences between the new agreement and the old are: —

(a) The British Coal Corporation does not agree to bind its cusiomers not
to sell Europcan coal other tfmn that obtained from Ams!gainated Collieries
without the consent of Amaigumatcd Collierics, but 3. does so bind itself and
its subsidiary or associated companies or other parties controlled by it.

(b) There is no clause binding British Coal Corporation to appoint The
F. P. Weaver Company Limited and Canadian Import Company Limited as
its joint agents tor the sale of the coal purchased from Amalgamated Collicries,
but it was certainly understood that the joint selling agency would be con-
tinued as indicated in the letter quoted below.
(¢) The clause requiring*tie fixing of prices, ‘vholesale and retail, and the
relation of such prices to the prices of American ccals, is also eliminated.

The extent, if any, to which the cancelled clauses of the old agreement
remained operative must be inferred from the facts set out later in this report,

In a letter dated February 12, 1934, British Coal Corporation appointed
the Canadian Import Company and the F. P. Weaver Com any “ as joint agents
for British Coal Corporation in connection with the (I;strlbution of Welsh
anthracite coal, on terms to be arranged from time to time. Any and all losses
in connection with sales made by you are to be for your account; The British
Coal Corporation are not to be under aay liability in respect thereof.” (Exhibit
No. 18.) This action followed the receipt of a letter from Amalgamated. Col-
lieries by British Coal Corporation dated January 29, 1934, in which the
following paragraph appenrs:—

“ We trust that suitable and proper arrangements will'be made between
the parties whereby the Weaver Company will continue to act as joint
distn,l,)utor with the Canadian Import Company of our coals in the arranged
area.

It will be scen, therefore, that, in so far as the selling arrangements are
concerned, the two agents of the British Coal Corporation stand practically in
the same position as under the old agreement, as set out in the 1033 Report.

2. Amalgamated Anthracite Collicries Limited and The Milnes Coal
Company Limited, Toronto: '

The relation of these companies is set cut in the 1933 Report, page 149, in
the following terms:—

‘“ In 1930 Amalgamated Anthracite Collieries entered into an agreement
with Standard Fuel Company, Limited, and -the Milnes Company (the
latter being a subsidiary of tfle.former) whereby these companies were
given the exclusive distributing rights for Amalgamated coal in ‘ Toronto
and the district usually served therefrom’ for a period of five years, This
agreement was renewed in 1932 for a further period of five years. The
Milnes Coal Company, which is an active importer of Amalgamated anthra-
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cite under this agreement, thus holds the exclusive distributing rights for
this coal until 1940.”

Under the arrangement the Milnes Coal Company agreed not to distribute
any other Kuropean anthracite and to use their best endeavour to supply other
dealers in Toronto who had previously been importing directly, The amount
involved was 50,000 tons annually. (Exhibit No. 230.) :

The Milnes Coal Company of Toronto was apparently the first to import
Welsh anthracite into that city, importing through T. T. Pascoe Company and,
later, through the T. P. Rose-Richards Company. On the formation of Amalga-~
mated Anthracite Collieries, the agreement between the British Coal Corpora-
tion, the Canadian Import Company and the F. P, Weaver Company gave
British Coal Corpora*ion the exclusive distribution in the Montreal and Quebeo
arcas, the Toronto area being left to the Milnes Company. Under this agree-
ment, as previously stated, British Coal Corporation was given an overridin
commission of twelve cents a gross ton on all Amalgamated Collieries coa
imported into the Toronto arca. 'This concession to the British Coal Corpora-
tion by the Amalgamated Collieries was unknown to Mr. Milnes.

3. Amalgamated Anthracite Collieries Limited and The F. P. Weaver
Company Limited:

As stated previously, the T, P. Weaver Company originally had an agency
for Amalgamated Collieries anthracite in Montreal, which was later converted
into a sub-ageney for British Coal Corporation.

The F. P. Weaver Company, having also a branch office in Toronto and
desiring to have the wiiolesale business for Amalgamated Collieries in the
Toronto area, an arrangement was arrived at by the F. P. Weaver Company,
Amalgamated Collieries, and the Milnes Company whereby the wholesale distri-'
bution of Amalgamated Collieries anthracite in the Toronto district was to be
undertaken by the F. P. Weaver Company for a period of three years, the Milnes
Company agreeing to confine their efforts to retail trade. According to the
evidence of Mr. Milnes this agrecement was forced upon the Milnes Company
by Amalgamated Collieries. Up to that time the Milnes Company had been
the sole distributor of Amalgamated Collicries anthracite in the Toronto district.
In return for the wholesale concession, the F. P. Weaver Company agreed to
»ay the Milnes Company a commission of twenty cents per ton on all coal sold
l)y the F. P. Weaver Company in the Toronto district (1933 Report, p. 149).
This . greement was renewed in & modified form for three years in December,
1932. The modification permitted the F. P. Weaver Company to import directly
into the Toronto area and, in return for this concession, Amalgamated Collieries
agreed to an overriding commission to the Milnes Coal Company of 1/6d. per
gross ton on all the Amalgamated Collieries anthracite distributed in the Toronto
area, the I'. P. Weaver Company in turn agreeing to pay Amalgamated Collieries
10d. per gross ton more than that charged the Milnes Company. This arrange-
ment was further modified by an understanding that the Milnes Company might
soll wholesale, but that on such sales in excess of 20 per cent of its tonnage, the
Milnes Company was to refund to the F. P. Weaver Company 10d. per gross
ton. The Milnes-Weaver agreecment of 1932 expired in December, 19356, and
has not been renewed. (Evidence pp. 2188-2192.)

The F. P. Weaver Company, therefore, has a joint agency with the Canadian
Import Company, through British Coal Corporation, for Amalgamated Collieries .
in the district of Montreal and, subject to an agreement between Amalgamated
Collieries and the Milnes Coal Company, the right of importation and wholesale
distribution in the Toronto area.
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4, 'Amulgnmale'd Anthracite Collierfes Limited and The Elias Rogers
Company, Limited:

The Elins-Rogers Company, Limited, of Toronto has an agreement with
the Amalgamated Collieries for the importation of Welsh anthracite into Toronto.
The Milnes Coal Company regard this agreement as a direct violation of their
contract with Amalgamated Collieries. It was made without their knowledge
(Ividence p. 2588). Under the terms of the agreement the Amalgamated
Collieries undertook to supply Elins Rogers “ such quantities as will represent
a fair proportion of the Welsh anthracite going to Toronto having regard to
cqually fair proportions required by Milnes and Weaver of Toronto” (Exhibit
177) and, in addition, the requirements of three retail firms in the city. The
agreement is effective until the end of 1937 and thereafter subject to twelve
months written notice. The prices to be the same as those for other shipments.
However, it appeared i1 the evidence as submitted to your Commission (page
2583 el seq) that substantial commissions were paid on the coal purchascd by
the Elias Rogers Compn(}y to various agents.’

5. Amalgamated Anthracite Collieries Limited and S, Cunard and
Company, Limited, Halifax:

The Amalgamated Collierics, in making an exelusive agreement with the
British Coal Corporation with regard to imporlations into Canada, exempted
the provinces of Nova Scotia and Prince Ldward Island, but agreed to pay the
British Coal Corporation a commission of 10 cents per ton on all their coal
shipped into these two provinees.

Previous to the taking over in 1928 of the Apergwyn Collieries by the
Amalgamated Collieries, S. Cunard and Company, Halifax, had been supplied
from this mine by Guerett, Llewellyn and Merrett. This arrangement was
continued by the Amalgamated Collieries and, although no written contract
or agreement was made in connection with the purchases of Welsh anthra-
cite, there can be no question but that 8. Cunard and Company consider them-
selves the exclusive agents of the Amalgamated Collicries in Nova Scotia and
Prince Kdward Island, and are so considered by that company.

6. T. T. Pascoe Company Limited and The Hartt and Adair Coal
Compuny, Limited, Montreal and The F. P, Weaver Coal
Company, Limited:

Tne T. T. Pascac Company, a subsidiary of Furness-Withy, is a firm of
Welsh coal exporters and has long been an important agency in developing the
sale of Welsh anthracite in Canada. The company acts as agent for & number
of Welsh producers and, in addition, has an exclusive agency, as stated on

page 19 of this Report, for two of the most important German anthracito-

mines—the Sophia Jacoba and Langenbrandt. This company up to 1935 sold
in Canada_exclusively through the Hartt and Adair Coal Company, Montreal,
and the F. P. Weaver Coal Company. In 1935-36 Pascoe coal has been
supplied to Mongeau and Robert Company through Messrs. Bessler, Waechter,

Glover and Company, an associated company.

. Previous to 1932, as pointed out in the 1933 Report, page 127, the com-
ﬁotnhon tetween T. T. Pascoe Company and Amalgamated Collieries was very
een for the Canadian export business, the Amalgamated Collieries having
gone so far as to try to prevent T. T. Pascoe Company from purchasing from
independent suppliers. Negotiations between the two companies took place
and it was finally arranged that the T. T. Pascoe Company would have free-
dom of purchase of coal from the inde‘)endent mines, and the agency for

certain mines owned by Amalgamated Col ieries, providing they ceased sending
German coal into Canada.
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In 1932 an agreement was entered into with the F. P. Weaver Company
under which the T. T. Pascoe Company was to sell in Montreal for the years
1932, 1033 and 1934 only through the F. P, Weaver Company and the Hartt
and Adair Company. At the present time both the Hartt and Adair Company
and the F. P. Weaver Company are purchasing Welsh anthracite through the
T. T. Pascoe Company on annual contracts of purchase. The relation of these
purchases to the British Coal Corporation will be discussed lator in this Report.

7. T. T. Pascoe Company Limited and A. T, O'Leary and Company,
Halifaxs

A. T. O'Leary and Company of Halifax are independent importers of Welsh
anthracite into Nova Scotia, They have an exclusive agency for all shipments
into Nova Scotia made by the T. T, Pascoe Company. Their arrangement with -
the T. T. Pascce Company corresponds to the arrangement of 8. Cunard and
Company with Amalgamated Collieries. ,. )

8. Evans and Reid Coal Company, Limited and Susquehanna
" Collieries Limited:

Evans and Reid Coal Company is a Welsh exporting firm selling prin-
cipally coal produced by Messrs. Evans and Bevan and Rigos Anthracite Coal
Company, Limited, two of the largest independent producers. The quantity
purchased each year is a matter of annual agreement between Evans and Reid
Conl Company and Susqucharna Collieries Limited.

It is worthy of note that these two companies fiave each maintained a
fully independent status through all the vicissitudes of the anthracite coal

- trade, there never having been any charge of their entering into combines with

other companies.

Y, W. R, Barrett and Company, Limited, and Certain Canadian
Importers:

W. R. Barrett and Company, Limited, is a coal exporting ageney in Wales.
During the past three years it has supplied limited quantitics of Welsh anthra-
cite to certain importers in Montreal and Toronto, particularly the Co-operative
Catholique des Consommateurs de Combustibles, Montreal, and Halliday Bro-
thers Limited, and Lake Simcoe Ice and Fuel Limited, Toronto. The total
annual exports of the W, R. Barrett Company to Canada for the past three years
have been approximately 100,000 tons.

10, The Maris Export and Trading Company, and The Scotch
Anthracite Conl Company, Limited: )

The Maris Export and Trading Company of London, Ingland, itself a
subsidiar{ of Stephenson, Clark and Associated Companies, Limite(f, also of
London, has the exclusive agency for the Scottish Anthracite Producers Asso-
oiation. The Maris Export and Trading Comﬂany sells ir Canada through a
subsidiary company known as The Scotch Anthracite Coal Com‘)any, Limited,
which was specially organized for the purpose of handling the product in
Canada of the Scottish Anthracite Producers Association. :

As previously stated, the Scottish Anthracite Producers Association is an
association of producers entered into by a group of companies for the purpose
of marketing on a co-operative basis. The organization controls approximately
90 per cent of the total output of the Scottish anthracite collicries,

The Scotch Anthracite Coal Company of Canada purchases su%plies
through -the Maris Export and, Trading Company on a proVisional price basis.
The.coal is handled on joint account, and the profits earned or losses incurred,
taking the provisional price as a basfs.’ are divided equally between the Scotch
Anthracite Coal Company and the Scottish Anthracite Producers Association,
The former has practically exclusive control of all Scotch anthracite coming

. into Canada.
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11. Kohlensyndikat and The Hartt and Adai~ Coal Cowpany,
Limited, and The F. P, Weaver Coal Company, Limited:

No German anthracite was imported into Canada in 1933. The entire
imports into Canada in 1934, namely, 85,000 net tons, were imported by the
F. P. Weaver Company purchased tfnrough the T, T. Pascoe Company, on
an agreement of purchase made at the beginning of the year. ,

In 1635 Hartt and Adair Coal Company also began to ‘import German
anthracite. The two companies—F., P, Weaver Comi)]uny and Hartt and Adair
—in 1935 imported jointly 213,000 tons, all of whic , except 22,000 tons, was
purchased from the T\ T. Pascoe Company. Small quantities were also brought
in by Mongeau and Robert Company, purchased either from T. T. Pascoe Com-
pany or one of the five units of the German syndicate, and by the Milnes Coal
Company, purchased through the good offices of Amalgamated Collieries.
(Evidence, p. 3902.)

12. Transocean Coal and Transport Corporation, New York, and
The Iroquois Fuel and Coal Company, Limited, Montreal:

The Iroquois Fuel and Coal Company Limited of Montreal is & new com-
pany, successor to The Iroquois Fuel Import Company, Limited, which operated
In 1935. 'This company is <" importer of German anthracite, purchased through
Transoccan Coal and Transport Corporation, a subsidiary of the Hugo Stinnes
Corporation, one of the five agents of the German syndicate. The Iroquois Fuel
and Coal Company has contracted to purchase 50,000 tons of German anthra-
cite for the yeur 1936. .

13. The Belgian State Railway and The Iroquois Fuel and Coal
Company, Limited:

The Belgian State Railway has the exclusive export sale of anthracite coal
in Beigium. The Iroquois Fuel and Coal Company has secured an exclusive
contract for the importation into Canada of Belgian anthracite for 1936. Under
the agreement the company is obligated to import 70,000 to 75,000 gross tons
between the months of April and November, 1936,

14. Société Saremine, Paris, and The Elias Rogerb Company Limited:

A contract exists, signed in 1935, between the Saremine Company, Paris,
one of the two concessionaires previously mréntioned in Indo-Chiaa, and the
Elias Rogers Company, Toronto, under which the Elias Rogers Com any under-
takes to import Indo-China coal into-Canada.

For the year 1936 the Eligs-Rogers Company has the sole selli ig rights in
-Cannda_of the Saremine Company, which company controls the Dongtrieu
mine. In the course of the negotiations between the Saremine Company and
the Elias Rogers Company, Mr. Alfred Rogers made a substantial investment
in the Syinﬂ Company. (Evidence, pp. 1915-1919.)

15. ssinn Anthracite—The Y. P, Weaver Coal Company Limited:
f Prior to 1931 Russian anthracite bid fair to be & keen competitor with
othe

1 anthracites on the Canadian market. Beginning with 6,000 tons in 1928

" the F. P. Weaver Company inereased its importations until, in 193011{ the amount

was 205,000 tons, In February, 1931, an embargo was placed on Russian coal,
and importations ceased.

In September, 1936, the embargo was lifted and the Russian_authorities at
the same time announced, (a) that shipments to Canada would be limited to a
maximum of 250,000 metric tons in any one calendar year; (b) that no Russian
coal would be slepped for consumption in the Maritime Provinces ; (¢) that the
coal would be offered at prevailing competitive prices, i.e., there would be no
“ dumping ”; and (d) that the coal would not be sold through a single agenoy

for the whole of Canada, but contracts would be concluded with several Cana-.

dian importers.

T T
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Active negotiations have been carried on by numerous Canadian importing
firms with the Amtorg officials, but up to January 15, 1937, no contracts had .
been concluded. Russian coal is expected, however, to be an important faotor

“in the market in the coming season (1937). :

It appears from the negotintions that the Russian authorities, so far from
“ dumping” their coal, are actually asking premium prices. Morcover, they
are insisting on proportions of 90 per cent domestic sizes to 10 per cent buck-
wheats. Canadian importers are chiefly concerned in securing larger supplies
of buckwheat sizes. (Evidence, pp. 3815, 4278.)

It is not at all certain which ti'pe of anthracite the Russian will displace.
But it may be noted that if it displaces primarily Welsh domestic sizes, it not
only reduces the sales of Welsh domestic, but increases the difficulty of .pro-
viding adequate supplies of buckwheats.

16. United States Producers and Canadian Agencies:

In the United States there are, according to the evidence of Mr. Madeira,
Ev. p. 8214, over one hundred companies producing anywhere from ten thousand
to six million tons annually. A large 1l)roportion of these are small companies.

While a considerable number of these companies have no relation to the
Anthracite Institute, companies representing over 85 per cent of the production
—including all of the so-called “ line” companies—belong to the Institute. All
the “line” companies, and many of the independent companies, offer anthra-
cite for saie in Canada under one of the following methods:

(1) Through Canadian agencies;
2) Thl;;)ugh subsidiary companies organized in Canada to handle their
product; .

(3) By means of subsidiary agencies chartered in the United States;

(4) By means of travelling salesmen,

The following will serve to illustrate these various methods:

(1) The Hudson Coal Company operate through two agencies: The Hartt
and Adair Coa! Company, in the province of Quebee, and the ¥, P, Weaver Coal
Company in the province of Ontario.

(2) Susquchanna Collieries Company merchandise all their coal through the
M. A. Hanna Company of Cleveland. This company has organized a Canadian
subsidiary—Susquehanna Collieries Limited—which controls their exports to the
provinces of Ontario and Quebec,

(3) Lehigh Navigation Coal Company sells its coal in the provinces of
Quebec and Ontario through the Empire Coal Company. This company has a
go,x?(ixg%n charter but is owned by the Consolidation Coal Company of New

ork City. '

(4) 21,'hi3 method is used by many of the smaller companies.

As previously stated, the open-price polioy of all the major companies func-
tioning through the Anthracite Institute means that there is little or no price
competition in the sale of American anthracite. There is, however, active sales
competition, and while some companies have exclusive dealers in a few eities
and lt'owns, it is always possible for any responsible Canadian dealer to secure
supplies.

Summary

The foregoing may be summarized as follows:

The Amalgamated Anthracite Collieries Limited, Wales, has given an
exclusive agency in Montreal and Quebec districts and the province of New
Brunswick, to the British Coal Corporation. The latter company sells in Quebee
through the Canadian Import Company Limited and, in Montreal, through the
%)int agency of the Canadian Import Company and the F. P. Weaver Coal

ompany,
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In Toronto the Amalgamated Collieries has given an exclusive agency to the
Milnes Coal Company. By special agreement the F. P. Weaver Coal Company
has been given a wholesale selling agency, and the Elias Rogers Conpany has
also been granted certain importing rights. A commission is paid to the Milnes
Coal Company for anthracite imported by both the F. P. Weaver Company and
the Elias Rogers Company. The F. P. Weaver Company receives a special
commission on imports of the Elias Rogers Company, and the British Coal Cor-
poration receives a commission on all Amalgamated Collieries imports,

Further, 8. Cunard and Company, Halifax, has an exclusive agency for
Amnlgamated anthracite in Novs Scotia, subject to a commission paid to the
British Coal Corporation, Montreal.

The T. T. Paseoe Company sells in Canada directly to the F. P, Weaver
Company, Hartt and Adair Coal Company and Mongeau and Robert Company,
and to A. T. O'Leary, Halifax. The sales made to the F. P. Weaver Company
and. Ifartt and Adair Company are made dircet. The sales to Mongeau and
Robert are made through a subsidiary company to which a commission is paid.

In addition, certain coal brokers in Wales export to Canada anthracite pro-
duced by & number of independent companies.

The Scottish Anthracite Producers Association has one agent in Canada—
The Scoteh Anthracite Coal Company, Limited, a subsidiary of the Maris Export
and Trading Company. , ’

German anthracite is sold only through a coal cartel but apparently
the cartel will sell ta any responsible dealer. The most important buyers are
the F. P. Weaver Company, Hartt and Adair, purchasing through the T. T.
Pascoe Company, and the Iroquois Fuel and Coal Company and Mongeau and
Robert Company, purchasing direct. In 1936 the F. P. Weaver Company also
purchased a limited amount directly through an agency of the syndicate.

Belgian anthracite is a State monopoly, being imported into Canada under
an exclusive contract by the Iroquois Fuel @nd Coal Company.

The Saremine Compuny of Paris, which controls tlic production of Indo-
Chinese anthracite suitable for the Canadian market, has an exclusive contract
with the Elias Rogers Company.

Russian anthracite is'a State monopoly. Under agreement with the Cana-
dian Government, it is row possible for any responsible dealer capable of pur-
chasing a cargo, to import anthracite from Russia. :

American anthracite is offercd freely on the Canadian market,
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SECTION 1V

AGREEMENTS EXISTING BE’ﬁWEEN THE PRINCIPAL CANADIAN
IMPORTING COMPANIES ‘

The principal Canadian importers of overseas anthracite are:—

Grour A '

(1) The Canadian Import Company, Limited;

(2) The British Coal Corporation;

(3) The F. P. Weaver Coal Company, Limited;

(4) The Hartt and Adair Coal Company, Limited.

Grour B |,
(1) ‘The Scotoh Anthracite Coal Company, Limited;
(2) Susquehanna Collieries Limited;
(3) Mongeau et Robert Compagnie Limitee;
(4) The Iroquois Fuel and Coal Company, Limited;
(6) Co-operative Catholique des Consommateurs de Combustibles;
(6) The Milnes Coal Company, Limited;
(7) The Elias Rogers Company, Limited;
(8) Lake Simcoe Ice and Fuel, ﬁimited; -
(9) Halliday Brothers Limited;
(10) S. Cunard and Company, Limited;'
(11) A. T. O'Leary and Company, Limited;
(12) Roy E. Archibald,
(13) C. R. Nelson Company, Limited;
(14) Parker D. Mitchell, Limited;
(16) Consumers Coal dompany, Limited;
(16) R. P. and W. ¥, Starr, Limited.

Group A:

The relation of the British Coal Corporation, the Canadian Import Com-
pany, and the St. Lawrence Stevedoring Company {o the F. P, Weaver Company
and Hartt and Adair Company, and certain other companies previously import-
ing but now in the retail business, is a matter of such major importance, because
of their dominant position in the Welsh anthracite trade at the present moment
and the possible future effect of their control, that your Commission feels that
a complete exposition is warranted and necessar]y.

On pages 26 and 27 of the 1933 Report will be found in detail the relation
between the Canadian Import Company, the British Coal Corporation, aud the
St. Lawrence Stevedoring Company. Briefly the facts are as follows:

(1) The Canadian lm{mrt Companfy, a company owned entirely by Senator
Webster and members of his immediate family, was originally organised for the
purpose of importing and selling coal. Its business includes both anthracite and
bituminuwvs coals. Some years ago it purchased outright, as a going concern,
the St. Lawrence Stevedoring Company, a tompany doing general stevedoring
on the 3t. Lawrence river. S

The business of this company, as-now controlled by the Canadian Import-
Company, is almost entirely the handling of coal for the companies of the
Group A, and the transhipment of coal from ocean to lake vessels. The dollar-
volume of its business in recent years has averaged 62 per cent anthracite, 33 per
cent bituminous, and 6 per cent other commodities. : ’

(2) The British Coal Corporation is a company organized and completely
owned by the Canadian Import Company. It was organized for the sole pur-
pose of handling the Canadian Import Company’s importations of Welsh anthra-
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cite. The reason it was necessary for the Canadian Import Company to organize
an intermediary company was that when obtaining the exclusive agency from
the Amalgamated Collicries, which had previously been held by the F. P.
Weaver Company, the Amalgamated Collieries insisted that the selling agency
for the district of Montreal be divided equally between the F. P. Weaver Com-
Bany and the Canadian Import Company. Since the organization of the

ritish Coal Corporation the Canadian Import Company and the F. P. Weaver
Company ‘have acted as joint selling agents for its importations into the
Montreal district.

-1t is thercfore clear that these three companies—Canadian Import Com-
pany, British Coal Corporation and the St. Lawrence Stevedoring Company—
form a single commercial unit completely owned by Senator Webster and his
family. In this report they will be referred to as the « Webster Companies.”

(3) The F. P>, Weaver Coal Company, Limited.—The contractual rela-
tions between the F. P. Weaver Company and the Webster Companies, men-
tioned above, as they existed in 1932, are fully set out in the 1933 Report on
pages 103 and 104. As previously stated, following the judgments of the
courts, the old agreements were cancelled and new agreements were ‘entered
into between the Amalgamated Collieries and the British Coal Corporation and
alsc between the British Coal Corporation and the F. P. Weaver Company.
Under the latter agreement, the F. P. Weaver Company and the Canadian

Import Company again became joint agents for the British Coal Corporation.
The process by which, in 1932, the control of the F. P. Weaver Company
was secured by Senator Webster, and the reasons therefor, are set out clearly

in the 1933 Report, page 141, as follows: .

“ Through this transaction, which was begun in February and com-
pleted in May, 1932, a controlling interest in the Weaver Company was
acquired_by Charles M. Barnett of New York, a personal friend of
Senator Webster's, who had acted for him in other important financial
transactions. ‘The negotiations with Mr, Barnett were carried on by W. Q
Stobo, first vice-president of the Canadian Import Company, and the funds
“were supplied by Senator Webster. In his evidence, Mr. Stobo stated that
the ranney was advanced to Mr. Barnett merely as a loan; that Mr. Barnett
and nut Senator Webster or the Import Company, had secured control. On
further questicning, Mr. Stobo stated definitely that ‘he (Mr. Barnett)
represented us’ (evidence, p. 4586). Mr. Barnett it a pears, was not free
to sell the stock to any other person, and by recaliing the loen at any time
the Import Company could acquire his interest in the Wesver Company
(evidence, p. 207). The preferred shares bought by Mr. Barnett were
endorsed by him in blank and were in the keeping of a personal trust
company controlled by Senator Webster, Eventually, Mr. Stobo gaid, they

would have possession of the common stock also (evidence, pp. 211-212).
“The greatest sccrecy has been maintained with respect to this change
of control. Mr. Stobo was asked ‘ Why was this transaction put through
Barnett? He answered, ‘ We were not anxious that the eaver office
should know very much about it. . . . That would spoil the effect of
it." (avidence, p. 197). Thus the principal officers of the Weavor Company
did not actually know what interests were represented by Mr. Barnett.
Mr. Barnett stu-ed to Mr, Mickles that he was prepared to make an invest-
ment ‘ and he represented it was a personal investment. (evidence, p. 1837).
Mr. Mickles knew at the outset that Mr. Barnett had associations with
Senator Webster in other matters. but when asked whether he had been
informed at the time of the negotiations * just who Mr. Barnett was and
whom he represented,’ he answered, ‘No, Iwasnot . . . It was given
me gort of on the instalment plan.’ (evidence, p. 632). In referring to Mr. ,
Miokles’ lack of information on this vital point, Mr. Stobo added: :
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“‘1 would say that he might have a suspicion, but he has no
knowledge of the faots as far as I know. I certainfy have not told’
him.”” (evidence; pp. 202-203).

. “Mr. Mickles’ further statements throw some further light on the
object of the transaction. As far as his business was concerned there was
great need for new working capital and the approach of Mr. Barnett was
therefore most welcome. _ '

“On the part of the Import Company there were evidently many
advantages in securing control of such a business. Asked what was the
chief asset which had attracted Senator Webster, Mr. Mickles answered:

‘Well, we have a history behind us of some twenty years, a
growing business, and extreme diversification of sales as far as fuel °:
goes. . . I think the whole set-up .o

‘Q. Was your Russian contract an important consideration?—A. I
think that all those agreements were important.

‘Q. And your strength as a competitor, and having that com-
petitor within control, would be a very important consideration?—A. It
might be a tribute to our competition.” (Evidence, pp. 1839-1840).

“ Another consideration was doubtless the fact that the Weaver Com-
pany’s contract with the Amalgamated, as one of its joint distributors, was
due to expire in. March, 1932. If it were not renewed and if the control
of the Weaver Company were not secured otherwise, competition might
become a serious matter in Welsh coal and cther fuels, Mr. Mickles com-
mented on this aspect: ‘ .

‘You see, there has been absolutely nothing in the nature of any
understanding of what the other company might be doing except in so.
far as we were tied on that British coal—A.A.C. contract. . . . It
was expiring in that same spring and he (Mr. Barnett) thought that,
and I recognized it, there might be an advantage in having no neces-
sity to keep watching a competitor, in having no contract with him
except when we did meet him in the competition for every,piece of .
business, in bituminous or any other type of fuel”” (Evidence, pp.
1835-1836). ,

“Mr. Stobo stated that one of the reasons why his company had
become- interested in-the Weaver Company was that ¢ they have a very
large bituminous coal business and we certainly thought it would be of
advantage to us.’ To this Senator Webster added: ‘ An American anthra-
cite coal business too.! (Evidence, p. 209).

“One of the chief attractions appears to have been the opportunity
to secure the Weaver Company's contract for ths distribution of Russian
coal in Canada, this for use ‘if at any time Russian coal came into the
market.” In Mr. Stobo's evidence the following passages appear:

: ‘*Q. Who was anxious for him (Barnétt) to acquire this inter-

est?—A. I was.

‘Q. In connection with the Webster inte-ests?—A. Yes, and espe-
cially in connection with Russian coal.” {Evidence, p. 196).

*Q. Was the idea of obtaining control of the Weaver Company
to prevent them exercising their exclusive option for the introduction
of Russian anthracite, or was it to get in on the ground floor if that
took place?—A. Our thought was—we already had trouble with the’
Russian coal, to the dettiment of Welsh, and our thought was that if
-at any time Russian coal came into the market we would be in a better
position to keep it out or to work against it if we had some hold-on
the Weaver Coal Company.) (Evidence, p. 208).

Further evidence on the question was taken during the present inquiry to ,

establish the present position, which is as follows:
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In 1932 Mr. Barnett purchased 75 per cent of the common stock of the
reorganized company, the ¥. P. Weaver Coal Company, Limited, Mr. Mickles
the president, retaining the remaining 25 per cent. Mr. Barnett also furnishe
the new company with working capital to the extent of $300,000 through the
purchase of 3,000 shares, the whole of the preferred stock of the company. In
1934 Mr, Barnett purchased Mr. Mickles’ remaining interest. The funds used
by Mr. Barnett for these purchases were borrowed from the Imperial Trust
Company, a company owned and controlled by Senator Webster and his
immediate family. All the shares of the company owned b‘y Mr. Barnett were
deposited ‘with the Trust Company as collateral security for the loans made.
By March 23, 1936, these loans, with accrued interest, amounted to $746,251.09.
On this date the obligation to the Imperial Trust Company was retired, Mr.,
Barnett obtaining the funds from the Chase National Bank of New York on
the security of his personal note for one year, backed by a collateral note from
Senator Webster and the deposit of all the shares of the company.

An interesting feature of the situation is the absolute absence of any corres
apondence or agreements between Senator Webster and Mr. Barnett in connec-
tion with the loan. (Evidence, p. 1136):

“Q. So there is no writing, no instrument whatever?—A. The only
writing—— .

-“Q. Pardon me; just to make it clear—no writing, no instrument
whatever between you and Senator Webster?—None whatever.

“Q. Or between you and Mr. Aird?—A. None whatever.

“Q. Or Mr. Stobo?—A. None whatever, or anybody representing them.”

In effect the present legal situation, apart from any mutual understanding,
is that if Mr. Barnett fails to retire his note when due, the obligation is auto-
matically transferred to Senator Webster who, on discharging it, will become
the owner of the entire capital stock of the company. In the iight of these
facts, it is difficult to justify the statement made by Mr. Barnett to ‘your Commis-

r

sion: “I decided to make an ecarnest effort to free the Weavers om any out-
side finaneial interest.”

In view of the fact that the original loan of $592,000 made by Senator
Webster in 1932 had grown by 1936 to $746,251.09, it is difficult to believe that
Mr. Barnett ever intended to make any serious effort to discharge the obligation
other than by eventually transferring the shares of the company to Senator

Webster. - Mr., Barnett, in a prepared statement read into the evidence by his
‘counsel, stated: :

“ Nevertheless in March last, I decided to make an earnest effort to
free the Weavers from any outside financial interest, so made arrangements
in New York to secure a loan for a year which was guaranteed by Senator
Webster personally, with the proceeds of which loan I retired all borrow-
ingislt:;rao)m or trhroug'h Imperial Trust with interest up to date.” (Evidence,
p. . : : ,

In just what way this transaction might contribute toward freeing “ Weavers
from outside financial intercst " is not clear. It is also worthy of note that this
decision was reached a few weeks after the Dominion Government had
announced, in the Speech from the Throne, that a further inquiry would be
made into conditions existing in the anthracite coal trade in' Canada.

It is even mote difficult to believe that Senator Webster had any expectation
that the loan would be repaid and that Mr, Barnett would acquire a controlling
interest in the company on his own behalf. Mr, Barnett was first approached
b{ Mr. Stobo, representing Senator Webster, and the proposal for the purchase
0

the company outlined.  He was assured that no personal investment wculd
be expected of him.
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“ By the Commissioner: :

“Q. I think it is quite clear, that those diséussions would never have
taken place if Senator Webster had not put up the moncy—A. That is
perfectly correct.

“'The Commissioner:. Mr. Barnett is not putting up money, himself,
in it at all. . o

“The Witness (Mr. Barnett): No. I didn’t know anything about it.
T didn’t know whether the business was worth five cents or five million. [
wanted to investigate it, and I could only investigate -it by contact.

“ Q. But you would not have done that, if they had not been willing to
: finance it?—A. I made that as the first stipulation, yes.”

(Evidence pp. 1192-1193)

This statement is borne out also by the evidence of Mr. Stobo on page 1641.

No arrangements were made, either when the first or when subsequent
loans were being negotiated, for any method of repayment. The evidence shows
that although the risk of loss was borne entirely by Senator Webster, no pro-
vision was made that he should benefit through any profits that the company -
might earn. Actually, the company’s earnings since ~932 have heen sufficient
to double the value of its tangible assets, but no dividends have been declared
and no pressure has been exerted by Senator Webster to secure payment of either
principal or the interest.

In view of the fact that the initiative of the whole transaction was under-
taken at the request of Mr. Stobo admittedly acting for Senator Webster; that
Mr: Barnett did not assume any financial responsibility and stated in evidence
: that the only condition on which he became party to the transaction was that
3 he was to make no personal investment; that the majority interest originally
¢ purchased was purchased with money supplied by Scnator Webster; that over
3 & period of years the remaining minority interest in the company was also pur-
{ chased with money supplied by Senator Webster; that all working capital in
the company was supplied from the same source; that no pressure has been
"brought by Senator Webster to collect cither principal or interest; that the
large profits which have been earncd have been allowed to accumulate and, in
the meantime, Mr. Barnett has been paid by the company a salary of $10,000
a year for his services; it scems to your Commission perfectly clear that Mr.
Barnett in the whole transaction was merely acting as agent for Senator Webster.
4 It was never intended that the syndicate suggested in the agreement should
2 beconie a reality except as an agent for Senator Webster. If this inference
»f is not well founded then it must be assumed that Senator Webster advanced
$750,000 for the pleasure of keeping his chief competitor in business. In other
words, Senator Webster having assumed all the risk and up to the present hav-
‘ing received no remuneration, it can only be assumed that he expects to be
repaid from the-enhanced value of the capital stock of the company, of which
he is the actual owner. i
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Process of Co-ordination:

Since 1932, apart from the financial transactions deseribed above, the process
of co-ordinating the activities of these two companies has continued. For
cvidence of this we must take the admitted practice as distinguished from
written agrecments, as the officers of the companics “deelared that no written
agrecments existed and refused to admit any official association other than
ordinary business relations. :

In this connection, a statement made by Mr. Mickles in his evidence con-
cerning the destruction of correspondence is of such importance that a quotation
from it seems neccessary: ‘

“Q. You are on very good terms with the Import Company and the

British Coal Corporation?—A. Yes, we are.

-3
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“Q. And for all these things and covering all these relations you have
no agreement whatever, it is all verbal; there are no writinge?—A. There is
nothing in writing in relation to any of these transactions.

“Q. And no correspondence, nothing?—A. No, there is correspondence
in our office up to 60 days only in relation to all inter-office, inter-exccutive
and inter-staff— —

“Q. And inter-company ?—A. Inter-company, no, I would not say that,
but any correspondence thal& cov%red ogr t_ir{angeme’r,)ts with the British Coal

orporation, that was not kept beyond six ays.
Corporation, P oy i (Evidence p. 1014)

(a) From the beginning of the relation of the Canadian Import Company
and the F. P. Weaver Company as joint agents of the British Coal Corporation
all Welsh coal imported by the latter company was handled by the St. Lawrence
Stevedoring Company at Montreal. The price at which this anthracite was sold
wholesale in Montreal was the c.if. cost at-the docks; 85 to 95 cents per ton
allowed the St. Lawrence Stevedoring Company for ilandlmg charges, which
included dock rent, wharfage charges, allowance for degradation and profit; any
profit made by the British Coal Corporation; the commission allowed the two
agents on their respective sales. The plan of operation made possible profits
in succession by the three companics—the British Coai Corporation, The St.
Lawrence Stevedoring Company, and The Canadian Import Company, the first
two on all imported coal and the latter on approximately 50 per cent of the
importations, while the F. P, Weaver Company received its profit on the remain-
ing 50 per cent.

(b) It is pointed out in the 1933 Report (pages 106-113), that from 1928,

when the Amalgamated Collieries had acquired control of -the major sources of
supply, an effort was made to limit as far as possible shipments of Welsh anthra-
cite into Canada to the production of the Amalgamated mines, or independent
ones selling to the Amalgamated. To this the British.-Coal Corporation was a
party.

Next to the Amalgamated Collierics, the other important shippers of Welsh

. anthracite to Canada were the T, T. Pascoe Company, and Evans and Reid

mainly agents for Evans and Bevan coal. In addition T. T. Pascoe had a
monopoly of German anthracite shipments to Canada. A continuous effort was
made by Sir Alfred Cope, Managing Director of Amalgamated Collieries, and
Senator Webster either to eliminate shipments to Canada by independent col-
lieries or to secure a working arrangement between British shippers giving
effective control of the Canadian market to the Amalgamated Collieries and the
British Coal Corporation. The plan was to eliminate independent shipment from
Wales and independent importation into Canada.

The other Canadian companies concerned were Hartt and Adair, the Sus-
quehanna Collieries, and Mongeau and Robert, all of which were importers

"~ of Welsh anthracite.

Finally an agrecment was reached between the two major sources of supply—
the Amalgamated Collieries and the T. T. Pascoc Company—granting the Pascoe
Company the privilege of shipping to Canada coal purchased from independent
collieries and from the Amalgamated Collieries on condition that German

anthracite would uot be sent to the Canadian market. The result was that.

90 per cent of the shipments to Canada in 1932 came from these two companies
which controlled most of the high grade mines in Wales. The 1933 port
(p. 109) shows that in 1932, 890,000 gross tons were imported into Canada of
which only 90,000 were purchased from independent companies, and of this
amount only 30,000 tons, secured from Evans and Bevan, could be considered
up to standard quality. Evans and Bevan was the only substantial independent
colliery left shipping to Canada.

i
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(c) Collatetal to the above agreement, agreements were entered into with the
British companies involving the Canadian ¢ompanies now being considered. In
an agreement made between the T. T. Pascoz Company and the F. P. Weaver
Company in 1932,-in recognition of the privilege given the T. T. Pascoe Company
to export to Canada and to keep the anthracite out of the hands of other
importers, the F. P. Weaver Company in 1932 purchased 60,000 tons of anthracite
from the T. T. Pascoe Company. This coal was handed over in Montreal to
the British Coal Corporation without compensation, dumped on the same pile

_on the Bickerdike pier, and sold through the joint agenoy of the F P, Weaver

Company and the Canadian Import Company. _

The same agreement required the T. T. Pascoe Company not to supply
any Welsh anthracite to other Canadian importers, except Hartt and Adair,
during the years 1932, 1933 and 1934.

This agreement was fully carried out in 1933 and 1934, and Welsh anthracite
in those years -was shipped by T. T. Pascoe Company only to Hartt and Adair
and the ¥, P, Weaver Company. During 1933, 68,000 tons and in 1934, 40,000
tons of Welsh anthracite was purchased by the F. P. Weaver Company from
the T. T. Pascoe Company and handed over to the British Coal Corporation,
without profit, to become part of their stock. During the correspondin years
the British Coal Corporation purchased 455,000 tons and 494,000 tons irectly
from the Amalgamated Collieries. o : ,

During 1934, due to the fact that the demand for Welsh small sized coal
wag apparently greater than the supply, German anthracite was imported to
make up the deficiency. The F. P. Weaver Company that year imported 39,000
tons of small sizes for the Montreal market through the T. T. Pascoe Company.-
This anthracite was also made Eart of the stock of the British Coal Cerporation
on exactly the same terms as the Welsh importations, In addition, 14,000 tons
was turned over to the Canadian Import Company, Quebec, on the same condi-
tions, with this distinction: the F. P. Weaver Company would profit in the
re-sale of the anthracite turned over to the British Coal Corporation in Mont-
real, but would have no such interest in any anthracite sold to the Ca‘adian
Import Company in Quebeo. : :

he same practice was continued in 1935, during which year the British
Coal Corporation imported from the Amalgamated Collieries 321,000 tons and,
through I. P. Weaver from thoe T. T. Pascoe Company, 53,000 tons of Welsh
and 79,000 tons of German, a total of 453,000 tons. Further, in that year,
40,000 tons of German anthracite were again turned over to the Canadian Import
Company, Quebec, without profit to the Weaver Company.

Again in 1936 the F. P. Weaver Company is estimating to import from
T, T. Pascoe Company, 47,000 tons of Welsh and 98,000 tons of German, a total
of 145,000 tons to be handed over to the British Coal Corporation to be added
to their estimated importations of approximately 300,000 tons from Amalga-
mated Collieries. This ¢oal will be so é) from a common pile at a common price
by the two agency companies.

(d) As already pointed out, in 1932 the Amalgamated Collieries and the
T. T. Pascoe Company had been keen rivals for the Canadian market, so kéen"
that an effort was made by the Amalgamated Collieries to buy up the on!
source of supply available to the Pascoe Company. (1933 Report, p. 107.
Then the agreement previously referred to was entered into by which the T. T.
Pascoe Company was given frezdom of purchase from the independent collieries,
including certain collieries owned by Amalgamated Collieries, on condition
that they would (a) sell onl?' to the Weaver Company and Hartt and Adair for
1932, 1933 and 1934; (b) refrain from shipping German anthracite into Canada.
That the scheme thus inaugurated has remained in full force is evident from the
fact chat it was carried out in 1933-34 and thet since that time the British Coal
Corporation has purchased freely both Welsh and German anthraocite through

-8 : _
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the Weaver Company and Hartt and Adair, with the necessary permission of
the Amalgamated Coilieries, without profit to either of these companies.

Your Commission finds it impossible to accept the statements made in the
evidence by leading officials of the Canadian companics concerned that these
transactions were only normal transactions between independent companies and
not the result of some speeinl understanding among the companies concerned—
T. T. Pdascoe Company, Amalgamated Collicries, British Coal Corporation, the
I, P. Weaver Company, and Hartt and Adair. ‘

{e) In a factum prepared for your Commission by Commission counsel, the

" statement is made that the Indo-China coal was imported by Elias Rogers

into the provinces of Ontario and Quebee because Elias Rogers was unable to
obtain sufficient stocks of Welsh anthracite. In the reply to this by counsel for
the Webster companies, the statement is made: “ It is misleading to state that
the Elias Rogers Company was unable to obtain sufficient stocks of Welsh
coal.” This is followed by the statement that there was a reduction in importa-
tions by all Canadian importers, including the British Coal Corporation.
Having gone over with considerable care all the evidence submitted on this
point, your Commission is satisfied that in 1934, and especially in 1935-36, all
importing companies had difficulty in securing the amount of those sizes of coal
for which there was the greatest demand in Canada. Since the Amalgamated
Collieries had an. exclusive ageney with the Milnes Coal Company and the
F. P. Weaver Company for shipments into Ontario, the demand of the Elias
Rogers Company to be permitted to import directly from Amalgamated Col-
lierics was, as one would expect, challenged by both the Milnes Coal Company
and the F. P. Weaver Company. But, after Government intervention (Evidence,
pp. 1892 and 2562), the Amalgamated Collicries agreed to divide the shipments
to Toronto among the three companies, F. P. Weaver Company, the Elias Rogers
Company, and the Milnes Coal Company. (Exhibit No. 177.) Under the
arrangement both the Milnes Coal Company and the F. P. Weaver Company
received a commission on the shipments to the Elias Rogers Company. ’
The correspondence submitted by the Elias Rogers Company (Exhibit No. |
203) shows that they had great difficulty in getting the contract carried out, and
that Senator Webster and the Milnes Coal Company resented the action that

“had made it possible for Elias Rogers Company to purchase direetly from

“

Amalgamated Collieries. It is further clear from the evidence that although
Sir Alfred Cope, who was then in charge of Amalgamated Collieries, found it
necessary to conform more or less to the terms of the agreement, he made it
execedingly difticult for the Elias Rogers Company to secure their share of the
supplies. That there was direct interference from Canada from the two sources
mentioned to prevent the Elias Rogers Company securing the quantities con-
tracted for, there can be no doubt. Naturally, this was to be expected.

~-..wJust as the British Coal Corporation found it necessary to purchase German
anthracite to satisfy the demands of the market for small sizes, so the Elias
Rogers Company turned to the Indo-China coal for the same purpose. . The
diserimination against the Elias Rogers Company is seen in the fact that under
the terms of the agreement Elias Rogers Company was to have a certain amount

- for its- general business and additional tonnage to cover the requirements of

three large Toronto dealers whom they had been supplying. Apparently the
assurance was given-by the Amalgamated Collieries that the requirements of
these local companies would be extra to whichever of the importing companies
concerned secured the order.

. The three_dealers concerned, bein% unable to procure their supplies from
Elias Ro%er_s Company, turned to the F. P. Weaver Company which was able
to meet their requirements as well as the requirements of the other customers.
Any shortage in the Weaver Company’s direot importations was supplied by
shipments from the British Coal Corporation in Montreal. Tonnages so shipped
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were supplied at the c.if. cost price, plus actual handling charges. It is surely
& fair inference that the Amalgamated Collieries was co-operating with the
Webstcybgompamcs to keep the shipments to the Elias Rogers Company as small
as possible. 4 ,

Mr. Alfred Rogers stated in evidence that an effort was made by the F. P.
Weaver Company, through the agency of Sir Alfred Cope, to secure a monopoly
of the supplies of Indo-China coal for which the Elias Rogers' Company was

-negotiating. ‘The evidence is as follows:

“Q. Was any competition offered by other Canadian importers for
that Indo-Chinese conal?—A. Sir Alfred Cope put forth very strong cfforts
on behalf of the Weavar Coal Company, ia which company he claimed to
be a partner, to get control of that coal for the Weaver Coal Company. 1
understand it was just for the Weaver Coal Company.

“ Q. That is what Sir Alfred Cope told you?-—X. No, that came from
Mr. Noblot. -

By Mr. Taylo:i: :
Q. Mr. Noblot told you that Sir Alfred Cope had approached him?—
A. On more than one oceasion. R

By Mr. Bissonnette:

““He said the ‘interests he was representing was the Weaver Conl
Company ?—A. He claimed to be a partner.

' “.Q.. Did Mr. Noblot tell you what agreement was suggested to him
by Cope?—A. They wished to have contro] and offered to help finance.
That was the general idea. :

“ Q. Did he mention any figures or any offer which had been made to
him by Sir Alfred Cope?—A. I was informed there was an offer of $200,000
wade, but whether that was by Sir Alfred Cope or Mr. Mickles I do not
know.” (Evidence, pp. 1915-1916).

This is further substantiated by correspondence between the F. P. Weaver
Cé)ln)apany and the Transocean Coal and Transport Company. (Exhibit No.
301). . .

For further verification, a questionnaire was sent to the Saremine Company
in Paris, asking them for definite information relating to the above statement,
but, by direction of French governmental authorities, the company refused to
divulge what had transpired.

Az the F. P. Weaver Company had already secured for that year abundant
supplies from Wales and Germany through the Amalgamated Collieries and the
T. T. Pascoe Company, as well as a monopoly on Westphalian anthracite from
‘Klockner (Exhibit No, 302), and as by the very nature of things Indo-China
coal could not be bought more advantageously than the supplies to which they
already had access, it is a reasonable inference that the desire to monopolize
the Indo-China field was intended, by anticipating the Elias Rogers Company,
to forestall competition.

(f) Co-ordination of Activities of Subsidiary Companies.—The Canadian
Import Company-has, in Montreal, the following retail subsidiary companies:. .-
Farquhar-Robertson Limited, - )

Hand and Parker Limited, -
Ouimet-\Vilson Coal Company Limited,
Monroe Coal Company Limited. :
The F. P. Weaver Company has also the following subsidiaries:
Weaver, Limited, -
F. B. Painter Coal Company Limited,
Prudential Coal Company, Limited.
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Up to 1934 each of these companies had its own location, office and manage-
ment. In April, 1934, a central office was opened in association with the office
of the Farquhar-Robertson Company to do the joint accounting of *he remain~
ing six companies. A chartered accountant was put in charge of this central
office under the supervision of Mr. Benson, the aecretary-treasurer of the Webster
companies, '

Mr.

Mr. Mickles’ evidence regarding this is interesting:

“Q. Mr. Mickles, to put a direct (1uestion, may I ask this: Is there
any central office in Montreal where all those companies, to wit Weaver
Limited, Prudential Coal, and F. B. Painter—where book-keeping and
accounting is done?—A, No. - -

“Q. There is none?—A. No.

“Q. You swear to that?—A. Yes.

“Q. I was told that there was a central office where the following
companies are managed, so far as credit is concerned, and sales, and
invoices are concerned—Farquhar Robertson, Hand and Parker, Munro
Coal Company, Weaver Limited, Prudential Coal, and F. B. Painter,
Limited; do you deny that?—A. Yes.

“Q. You do deny that?—A. Yes.

“Q. Is it not a fact that there is what we may call a central book-
keeping office at Victoria Square, in the Imperial Trust or Imperial Bank
Building?—A. No.

“Q. There is not?—A. No. - :

“Q. Last year had you one there?—A. Yes.

“ Q. When did you close it up?—A. Some time either in the latter part
of the winter, or early spring. :

“Q. This_year?—A. Yes; if my memory serves me correctly, it was
some time in February or possibly March; some time along there,

“Q. 30, had the office not been elosed my question would have been
correct?—A. Yes, correct.” ’

(Evidence pp. 1102-1103-1104.)

When further questioned, Mr. Mickles said:

“1 do not know that the office is closed. I had no—

“Q. You do not know?—A. No. I don't know whether the office is
closed, or not. Our company has withdrawn from there, and whether the

_office is closed or not, I don’t know.

“Q. Those com;lmnies were functioning together?—A. Yes.

“Q. But your three companies withdrew in February?—A. Yes.

“Q. You say that?—A. Yes. )

“Q. Aid they have been functioning with Farquhar-Robertson—with
your own companies, your subsidiaries—with Farquhar Robertson, Hand
and Parker, and Munro Coal for how many years?—A. I think it was in

_ the neighbourhood of two years.

“Q. Two years. So iou opened that office in 1934. and closed it this
year?—A. That is right; that is my recollection.”

(Evidence pp. 1104-1105.)
The manner of organizing this central machinery was, at least, peculiar.

‘Beuson’s evidence on the subject is as follows: = .
“Q. Will'you tell us in a word the operation or system of that central

office?—A. Just a system of keeping a separate set of books of six retail
organizations. ‘

“Q. You establishec. that for economy, as we were told?—A. For the

purpose of economy, yes,

“Q. Was there an agreement signed between the Canadian Import
and the Weaver Company?—A. None whatever, not to my knowledge.
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“Q. How did you arrange with Weaver Coal Company so that their
subsidiaries, and yours, would be operated under that central book-keeping
office?—A. I received my instructions from Harry Aird.

“Q. Mr. Aird gave you the instructions?—A. Yes.

“ Q. Did he tell you how he had arranged with Weaver Coal Company?

. —A. No, he just asked me to go ahead and look after this book-keeping

system.”
(Evidence: pp. 1385-1386.)

“I% Diid you invite other firms to join in the central book-keeping office?
—A. No, sir. ' : ‘
“ Q.,' You did not offer that to Hartt and Adair?—A. No, sir.

“ Q. Or the Scotch Anthracite?—A. No. =™

“ Q. Why did you limit it to Weaver Coal?—A. Do you think a com-
petitor would be lacking in sense to the extent of giving information in our

premises?”’
: (Evidence pp. 1407-1408)

With regard to the ¢xpense of the central office Mr. Benson stated that the
expense was paid by the Canadian Import Company (Evidence p. 1384) and
distributed over the companies which participated in the arrangement.

This arrangement was terminated in February, 1936, almost immediately
after the announcement by the Dominion Government of its intention to appoint
a Royal Commission to investigate the coal trade.

Certainly, if the Canadian Import Company had brought its own subsidiaries
together under a commna organization and the F. P. Weaver Company had done
the same thing, no criticism of the situation would be possible.

To your Commission such an intimate co-ordination of effort can only be
interpreted as the working out of a common plan between the two major com-
panies concerned.

(g) The Situation in Quebec.—Another indication of the same co-ordination
of effort is seen in the situation in Quebec. The correspondence between the
Canadian Import Company in Quebec conducted by Mr. Stobo, and Mr, Alan.
Rogers acting for the F. P. Weaver Company, with regard to furnishing of
supplies and in exchanging information in relation to customers, shows complete
unity of interest. (Exhibit No. 328.)

(k) The Situation in Ontario.—Although no arrangement is admitted by
officials of either company, the records of the two companies indicate that any
shortage of anthracite experienced by the F. P. Weaver Company in Toronto is
replenished by British Coal Corporation from its Montreal docks, The prices
charged the F. P. Weaver Company appear to be the actual cost prices c.i.f.
Montreal paid by British Coal Corporation plus the cost of handling, It appears
also that there are frequent borrowings between the two companies, i.e. if certain
sizes are required by British Coal Corporation in Montreal they are withheld
from transhipments of F. P. Weaver Company's Toronto importations or,
if F. P. Weaver Company is short of certain sizes in Toronto, shipments are
made from British Coal Corporation’s piles in Montreal and British Coal
Corporation is repaid from later cargoes billed for Toronto.

. (i) Division of Customers—In the original agreements, as described in the
1933 Report (p. 103), occurs the following paragraph:

“The Import Company and the Weaver Company shall mutually - -

-arrange the division of customers with a view to as nearly as possible a 50-50
division of tonnage (disturbing as little as possible existing conneotions).”
The question was raised before your Commission as to whether the F. P,
Weaver Company and the Canadian Import Company were competitors in 8o
far as the sale of Welsh anthracite to dealers was concerned. On ihis point

Mr, Aird gave evidence as follows:—
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Q. Are you dealing through the same people as the Weaver Coal
Company ?—A. In cases, yes. ) y )

“Q. Generally speaking, you have your own clients and they have their
own clients?—A. Well, I would not like to put it just that way. In actual
practice we are not spending our time canvassing Weaver’s customers, but
there are cases where the Weaver Coal Company may be selling a dealer
and the Import Company be selling the same, and they are perfectly free

to do it.” (Evidence, p. 70.)

When Mr. Mickles was questioned on the same point his evidence was as
follows:— -

“ Q. Has the Weaver-Company and the Canadian Import Company
separate customers?—A. The Canadian Import Company have customers,
“and we have customers,

“Q. The F. P, Weaver Company Limited has customers?—A. Yes.

“Q. Is it possible for any of your salesmen to get, or to take Import
Company’s customers?—A. Yes.

“Q. Do you say that?—A. Yes. -

“Q. Did it happen once?—A. Yes.

“Q. Cite a case within the last three years.—A. I can more readily
cite you a case where they took a customer from us. :

“Q. Cite a case within the last two years.—A, There was Alex. Danse-
reau who was taken off our books on to the books of the Canadian Import
Company, and I could cite others by reference to our records.” -

-“Q. Did he leave your firm of his own free will, or was it by arrange-

ment between your company and the Canadian Import Company?—A.
No, he expressed his preference to buy his coal from the Canadian Import
Company. .
.. Q. Did you go to them about it, before you made any change?—A.
No, we very readily aceeded to it,—said we didn’t wish to lose him as a
customer, but if he wished to go to Canadian Import. Company to buy his
coal, he was free to do so.”

Referring to the retail subsidiaries the théstion was asked:—

“ Q. Did the six companies work together,—three of yours, and three
of Canadian Import?—A. I believe that our salesmen competed for any

H in ”
business they could obtain. (Evidence, pp. 1114 to 1117.)

An examination of the lists of customers supplied by the two companies
(Exhibits 112 and 127) shows that in the vear 1935 the F. P. Weaver Company
had 285 customers and the Canadian Import Company 385 customers, making
671 in all; 28 of these customers appear on both lists. In 1935 the British Coal
Corporation delivered 536,771 tons which, under the arrangement for sale would
mean that on the approximately 50-50 ageney arrangement each company sold
268,000 tons. During that year the Canadian Import Company supplied 2,688
tons to 24 Weaver Company customers. The remaining 4 of the 28 names
appear on the F.'P. Weaver Company’s list, and also on the Canadian Import
Company’s list. The tonnage supplied by the F. P. Weaver Company to the

" Canadian -Import Company’s customers was not reported.

., Further, with regard to this point therc is one other item in Mr. Mickles'
evidence bearing upon it:— .

“ Q. May I call your attention to one letter signed by A. R.. Managing
Director; that is Alan Rogers. This is dated September 25, 1935, and is
sent to Mr. Hotehkiss. One paragraph reads:— .

‘I note that Elmer states that Central Canada Coal is buying the

“Welsh coal from Import. Neither the Central Canada Coal Company
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nor James Brennan, nor W. B. Reynolds is on the old exclusive list,

and therefore there is no obligation on our part to abstain from solicit-

ing the Welsh coal business of ahy of these three dealers, in competi-
tion with Canadian Import.
Do you-know of that letter?—A. I do not know of it.

“Q. That would look as though the exclusive list was still function-
ing?—A. That inference could very easily be drawn, yes.

“Q. That the exclusive -lists- are still in practical operation? This
happens to refer to Montreal?—A. The Montreal distriet, I believe the
situation was that one of Mr. Hotchkiss’ men was extending his territory
to cover Brockville, which had previously been covered by Montreal, and

_ that is why Mr. Elmer got a little confused as to who should eall upon

who.” v
(Evidence, pp. 2299-2300.)

(j) There is one other cvent of significance bearing upon the same subjeet.
When, in the spring of 1936, Belgian anthracite entered the Montreal market
as a competitor at a cheaper price’ than Welsh anthracite, both the Canadian
Import Company and the g‘P Weaver Company introduced a eommon policy,
namely, of secking to bind all their customers to purchasing their entire require-
ments of overseas anthracite exclusively from either the Canadian Import %om-
pany or the F. P. Weaver Company. (Exhibit 28.) That the scheme did not
succeed does not alter the fact that it was a common policy introduced at
the same time by the two companies which control the major part of the Welsh
anthracite entering Canada.

(4) -The-Harit and Adair Coal Company Limited is one of the oldest
importers of anthracite into Canada. For many years this company ‘imported
United States coal, purchasing all its supplies from the Hudson Coal Company.
When Welsh anthracite became an important factor in the Canadian market
this company imported Welsh anthracite from the T. T. Pascoec Company. The
1933 Report (p. 107 et seq.) states that for some time during and after 1830 a
continuous effort was ma((\c by Senator Webster to effect a working arrange- -
ment with Hartt and Adair for the better control of the Montreal market. At

- first the desire was to get Hartt and Adair to use the joint dock and facilities of

the St.-Lawrence Stevedoring Company. This they refused to do. This was
followed by an effort on the part of the Amalgamated Collieries, on suggestion
from Montreal, to buy up the anthracite from the mines supplying the T. T.
Pascoe Company. This failed also. Eventually an agreement was effected, as
previously stated, which gave the T. T. Pascoe Company a share of the Cana-
dian market through the F. P. Weaver Company. The pusition of Hartt and
Adair vas protected by the T. T. Pascoec Company reserving the right to ship
to them dircct. That Senator Webster was. anxious to control the operations
‘of Hartt and Adair is appriert from the beginning of these negotiations. He
first sought to bring them 'nto *he combination, then to shut off their supplies,
and, finally, to get them ivto the price agreement scheme. According to the
testimony of Alfred Rogers (Evidence, p. 1927), Scnator Webster told him in
1}933 ": that Hartt and Adair were going broke and that he was going to get
them. .

During 1933 Robert Adair, the owner of the firm, was apparently willing
to consider the sale of his business. Mr, Forsyth of the Scotch Anthracite Coal
Company, desiring to get direct connections with sources of Welsh anthracite
(Evidence, p. 918) discussed the question of the purchase with the officers of
his company, and Mr. Bellerby of the Maris Export and Trading Company.
Mr. Bellerby, apparently fearing the Scotch Anthracite Company might become
too 1}nuch absorbed in the sale of coal other than Scotch, decided against the
purchase. . :
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Mr. Forsyth, having failed to persuade the directors of his company to
make the purchase, then turned to Mr. J. H. Gundy, of Wood, Gundy and ‘
Company, to see if money could be found for a local organization to secure :
the company. This Aalso failing, Mr. Gundy (Evidence, p. 743 et seq.) went to_-
Senator Webster. According to Mr, Gundy’s evidence, the Senator informed
him that he could not buy the business himself, but that some of his friends :
in England might. Following this interview early in 1934 Senator Webster was
80 intcrested that he “ went to England and arranged with people over there to
buy this company.” (Evidence, p. 746). On his return the purchase: was
completed. The agreement between Robert Adair and Mr. Gundy was signed
on March 22, 1934.

Apparently it was considered necessary to clothe the transaction in a good
deal of scereey as, apart from the agreement, no letters of any kind or memo-
randa are available concerning it. Mr. Fleming, the vice-president and general
manager, was apparently not informed. The method of procedure was as
follows:—

A company was formed in England known as Clase Securities, Limited, :
which, according to Senator Webster, is owned entirely by Sir Alfred Cope. This ;
company was brought into being soiely for the purpose of this transaction and ~'

_for another transaction in Quebec which will be referred to later. It has no nther |
business. The money for the purchase of the Hartt and Adair Conupany,
$250,000, was lent by Senator Webs*er to Sir Alfred Cope, together with an :
addit.ional]$50,000 which, on the testimony of Senator Webster, was for work-
ing capital. ] e

Tllle only correspondence presented to your Commission covering the whole
transaction was a letter from Senator Webster to Sir Alfred Cope, bearing the
date December 4, 1935, which states in part:

“1 have arranged through the Imperial Trust Company that they will

loan you some $300,000, at 3 per cent, against collateral of all the shares

of the Clase Security Co., of London, which I understand amount to some

200 shares.” (Exhibit No. 125).

On being recalled the second time to give evidence, Senator Webster stated
that an additional $225,000 had been advanced to Clase Securities for working
capital, making $475,000 in all.

(Evidence, p. 3758.)

When asked by Counsel whether there was any written agreement between \
him and Sir Alfred Cape covering the matter, Senator Webster stated:— -
“Q. Did you make any written arrangement or agreement with Clase R
Securities?—A. My arrangement was a verbal one with Sir Alfred Cope.”
(Evidence p. 1336)
In a statement ‘nade to your Commission by Counsel for Senator Webster
he said:— : v

“Sir Alfred Cope, who is the owner of Clase Securities Limited, agreed
to take over these shares (of Yartt and Adasir) on the understanding—
- first, that Senator Webster would guarantee his financing; second, that
* Senator Webster would undertake to take back the shares if Sir Alfred
asked him to take them back. Tn consideration, Senator Webster stipulated

that if he ever wanted these shares he could get them.”

(Evidence p. 574)

. Under cross-examination by Counsel for Senator Webster, Senator Webster
gave the following cvidence:— -

“Q. One question: I made the statement on your behalf here about
{ : Hartt and Adair, and I would like to know if it is correct?—A. It is correct.
R “Q. In that case, as I understand it, not only can Sir Alfred Cope
compel you to pay back, to protect him, and therefore take back the shares,
but if you like you can call for the shares, also?—A. Correct.
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“ Q. In the Barnett situation, you being the guarantor of the loan, and
therefore being liable to have to take the shares, to pay the loan and then
take the shares, is there anything more there? Have you any right of any

“ Q. Otherwise the two transactions are the same?—A. Yes.”
(Evidence p. 1352)

All the shares of the Clase Securities Limited were deposited in trust as
collateral sccurity for the loan, which was callable at any time. According to
the evidence given, the officers of the-company were not notified until later of
the transaction, nor was Mr. Gundy awarc of the identity of the persons by
whom the purchase was made,

During the year which intervened between the signing of the agreement
and the final transfer of shares to Clase Securities Limited, J. H. Gundy acted
as a director of the company in the interests of the purchasers.

Mr. Fleming, Vice-President of Hartt and Adair Company, in his evidence
was insistent that his. company was independently managed. - In the factum
presented by counsel for the Webster.companics the same consideration is urged
in the following words:— '

“ Moreover, as he (Senator Webster) had no intention of interfering
in any way in the control or management of Hartt and Adair, he left the
entire direction of the situation to Sir Alfred Cope’s Clase Sceurities Limited.
They, in turn, decided that no change was to be made in the Board of
Directors of Hartt and Adair cxcept that the Montreal counsel for Clase
Securities Limited was made a member of the Board, so that Clase Secu.ities
Limited might make its desires known, as owner of the shares, and be kept
informed of all that happened. In the same way, no change was made in the
management. Mr. Fleming was left in entire control, and he continued to
carry on the business exactly as he had done before. Instead, therefore, of
there being any lessening of competition by the change in ownership of the
shares of the Company, the fact that it was provided with necessary addi-
tional working capital actually increased its- power to compete.”

Now what are the facts. Immediately on this transaction going into effect the
policy of this company was reversed. Hartt and Adair, which had previously
refused to be parties to the plan for a common dock using the facilities of the
St. Lawrence Stevedoring Company, became a party to the scheme. They
continued to purchase Welsh anthracite from the T, T, Pascoe Company and,
since 1934, German also. Their anthracite is all handled now by the St. Lawrence
Stevedoring Company and dumped upon the same pile from which the Canadian
Import Company and the F. P. Weaver Company. draw also their supplies. For
each ton purchased, the St. Lawrence Stevedoring Company has agreed to-give
them a definite quantity of prepared anthracite, charging them the same rate
for handling as that charged British Coal Corporation. As in the case of the
F. P. Weaver Company, a pportion of their purchases of both Welsh and
German anthracite is taken over by the British Coal Corporation, in 1935 with-
out compensation, and in 1936 with an allowance of 3d. per ton. In the year
1934, 27,659 tons of Welsh anthracite was so taken over; in 19356, 23,326 tons
of Welsh and 31,804 tons of German, and in 1936, it is estimated that 25,000
tons of Welsh will be so transferred. In each of these years the balance sheet of
the company shows a net loss. Under such conditions it would seem impossible
for this company to show a profit, -

Further, Hartt and Adair entered the Toronto market in 1932 against the
strenuous opposition of the F. P. Weaver Company (1933 Report p. 118). In
1933 they continued their Toronto sales selling 46,900 tons. This was reduced
to 7,859 tons in 1934, the year of the purchase of the company through J. H.
Gundy. This business was dropped in 1935 and 1936 entirely, the company's
activities being limited to Montreal,
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In view of the fact that Clase Securities Limited was organized solely for
the purpose of transactions in which Senator Webster was involved, and that Sir
Alfred Cope who, it is stated in the evidence owned the shares of ‘the Clase
Securities, had made no personal investment nor incurred any personal ohligation
- sinerRenutor \Webster had arranged the financing and guaranteed him against
loss, it scems perfectly ~lear that in the whole transaction Sir Alfred Cope was
acting as agent for Senator Webster. This in his later evidence Scnavor Webster
really acknowledged. (Evidence p. 3759.) The contention of counse! that “if
the purchase—of shares of IHartt and Adair by Clase Sceuvities Limiicd had
not been arranged, Hartt and Adair might very probably liave passed out of the
picture as a factor in the coal trade in Montreal, as it was at that time having
confessedly a hard time to meet its financial needs. . This would have meant
one less competitor in Montreal in the coal business.”, seems to your Commission
to be wholly untenable.

In the remainder of this Report the companies previously designated the
Webster Companies, with F. P. Weaver Company and the Hartt and Adair
Company, will be spoken of as the Webster Group.

‘There are two other transactions related to the foregoing which require
speeial mention:—

(1) Clase Securities Limited and Lane and Robitaille Limited:

Previous to 1934 R. G. Lane and Company of London, England, exported
Welsh anthracite to Canada. The business was done through a subsidiary com-
pany, R. G. Lane (Canada) Limited. R. G. Lauc (Canada) Limited supplied
the firm of Lane and Robitaille Limited, Quebee,—a firm in which they had a
controlling interest (66 per eent of the stack). At that time Lane and Robitaille
was the only firm in Quebee competing with the Canadian Import Company in
importing Welsh anthracite.

On May 2nd, 1934, Scnator Webster purchased, through Clase Securities
Limited, for $23,500 the interest of R. G. Lane in Lane and Robitaille Limited.
(Evidence p. 1842 to p. 1848.) This was about the same time that the similar
transaction was made in the purchase of the Hartt and Adair Company. The
mamner of the transaction was also the same, in that great secrecy was main-
tained Mr. Robitaille not being made aware of it. Mr. Robitaille’s evidence on
this point is of interest:—

“Q. At that time Mr. Lane transferred his rights or transferred his
shares; what did he do?—A. He sold his shares; we never knew to whom.

Later on we learned that they had ben transferred to My, Bush, in trust.

“Q. When Mr. Lane transferred his shares in the company—at that

timo1 vou did not get any information as to the new owner?—A. No, nothing 1

at all. :

~ “Q. You discovered later on, and the minute hook indicates it, that it

was Mr. F. G. Bush, in trust, who became owner of the shares of R. G.

Lane?—A. Yes, sir. ; . ) i

“Q. Did you ever meet Mr., Bush, Mr. Robitaille?-—A. Once only.
| “Q. Who is he; where does he come from?—A. He comes from Mont-
real. . .

N “Q. Is he a business man; what does he do in Montreal?—A. I don’t

know him at all. He came once to visit us in the month of December, and
: » he stayed about ten minutes. e inquired how things were going, -and he }
: went away. ;
“Q. Did Mr. Bush tell you that he was the holder of these shares?—A. :

R No, and T didn't ask him either,
P “Q. Do you know if Mr. Bush is a member of the legal firm of Brown,
. Montgomery and Company?—A. Yes, that is what he told me, at least.
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“Q. Was Mr. Bush’s name registered in the transfer book of your
company?—A. Yes, sir.” ) ) ,
(Evidence pp. 1703-1704)

As a consequence, Lane and Robitaille Limited ceased to be an importing
company and became customers of the Canadian Import Company of Quebee,
leaving to the Canadian Import Company a complete monopoly of importations
of overseas anthracite in Quebee City, ’ .

The effect of this upon the business of Messrs.” Lane and Robitaille is at
once apparent. In 1933 the company imported 16,555 tons, of which 11,000
tons, approximately, were buckwheat sizes and 5,500 tons were domestic sizes.
In 1934 all purchases were made from the British Coal Corporation, and Lane
and Robitaille Company’s business fell to 8,192 tons, altogether of small sizes.
In 1935 this was further reduced to 6,085 tons, also-of small sizes.

After the notice given in the Speech from the Throne that an investigation
of the anthracite coal industry would be carried out, Mr. Bush of Brown, Mont-
gomery and Company offered the sale of the stock to Mr. Robitaille Sr., the
holder of the minority interest. A sale of the stock to Mr. Robitaille Jr. was
finally effected through the assistance of Mr. Braff (Evidence p. 3715, also
Exhibit No..166) for $14,500, Mr. Braff guaranteeing Mr. Robitaille’s personal
note for the amount at the Royal Bank. As $23,500 had been paid for these
shares, they were sold back at a loss. Senator Webster admitted this. (Evidence
p. 3759.) Mr.-Robitaille’s evidence on the repurchase is also of great interest:—

“Q. Later on did anybody else transfer to—Ilater on did Mr. Bush
transfer to anybody else the shares that he had in the company?—A. I
don’t think so; I bought his shares myself.

“Q. Yourself?7-—A. Yes, personally. .

“Q. How many shares did Mr. Bush hold at that time?—A. Fifty-five
per cent of the stock, I think. You can find those details.

“Q. He was holding, 5,534 shares of Class A. shares, and 2,000 Class B.
shares, and that total represented 55 per cent -of the stock of Lane and
Robitaille, Limited?—A. Yes. .

“Q. You never knew, directly or indircctly, who Mr, Bush repre-
sented?—A. No, and I never inquired, cither,

“Q. He did not show you any contract, or any option, or anything like
that?—A. No, sir.

“Q. Did you understand why it was that Mr. Bush offered you these
shares? Vas it he who offered them to you, or did you offer to buy them?—
A. He offered them to me; that is to say, he offered them to my father, first.
My father said to me that he had suffeient shares at that time, and he said
that if I wanted to buy them or if U was interested in that that I could
acquire them, myself. I bought them at a fair price.

“Q. Did you learn why R. G. Lane ‘vansferred these shares?—A. It
was certainly not because we were making too much money in Quebee,
because he would have stayed in the company I think. - .

_ “Q. At that time was the company the debtor of R. G. Lane?—A.
Absolutely.

"“Q. As a result of your buying the shares belonging to Lane, was he
entirely paid what was due him?—A. Yer, we gave accounts receivable, and -
we paid 100 cents on the dollar, and besides we gave a certain amount-—a
certain other amount that I don’t know,

“Q. According to the transfer book Mr. Bush held that stock during
two years, from the 4th May, 1934, to 12th May, 1936?—A. Yes, that is
correct.

- “Q. And during those two years did Mr. Bush take any part in the
administration of the company?—A. By power of attorney, only.
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“Q. Who held that power of attorney?—A. Mr. Marois,—you will
find that in the minute book.

“ Q. Did Mr. Marois participate in the administration of the company?
—A. No, he was coming to the mecting; we do not hold meetings every

N S

day:

Y Q. Either through Mr. Marois, or from Mr. Bush directly, did you
discover who Mr. Bush represented?—A. No, and I didn’t inquire, either.
“Q. Mr. Bush told you that he was holding those shares in trust.-—
A. Yes. , . : '
““Q. You never tried fo learn who he was trustee for?—A. No.

“ Q. When Mr. Bush told you that he was holding these shares in trust,
did he not tell you that it was through a letter addressed to Mr. C. G. Dunn?
~—A. I didn’t have any knowledge of that..

‘““Q. That letter seems to have been produced to the company in order
to effect the transfer?—A. I don’t know; I would have to see the secretary.
I didn’t inquire about that. .

“Q. Here on page 29 of the transfer book we read, * Issued directly to
F. G. Bush in trust, as per letter of direction to C. G. Dunn’?—A. I don't
know.

“Q. Mr. Robitaille, did Mr. Dunn, who was also a director of the
company, transfer his shares to Mr. Bush?—A. I was informed that he had
sold his shares to Mr. Lane. He is no longer interested in the company,

“Q. Was it necessary that Mr. Duvan should transfer his shares to give
the absolute control of the company to Mr. Bush?—A. No, he didn’t have

enough for that.” . _
(Evidence pp. 1704 to 1707)

(2) R. G. Lane (Canada) Limited and Vipond-Tolhurst Limited:

In addition to supplying Lane and Robitaille with anthracite coal, R. G. Lane
(Canada) Limited had a 50 per cent interest in the firm of Tolhurst-Lane

"Limited, Montreal. This latter firm acted as an agent in selling Lane (Canada)

Limited coal to Vipond-Tolhurst, a retail organization in the same city. In
1934, Vipond-Tolhurst purchased the shares of the Lane-Tolhurst Company
held by R. G-Lane (Canada) Limited. R. G. Lane (Canada) Limited ceased
to operate in Montreal after the sale of Lane’s interest in Lane and Robitaille
and surrendered their Canadian charter in 1935, ‘

The repercussion of the withdrawal of R. G. Lane from Canada, after the
sale of Lane and Robitaille Limited to Clase Securities, upon Vipond-Tolhurst
Limited, Montreal, was immediate. The commitments to Tolhurst-Lane Limited
in 1934 were carried out by R. G. Lane and Company of London, England,
with anthracite purchased from Amalgamated Collieries and Evans and Bevan.
(The details will be found in Exhibits Nos. 335, 336, 337, 338 and 339.) From -
the correspondence it is clear that Messrs. Vipond-Tolhurst had grave difficulty
in securing their supplies of anthracite, especially small sizes, and apparently
R. G. Lane considered that the Amalgamated Collieries, to say the least, were not
facilitating the supply to Vipond-Tolhurst. Apparently Messrs. Evans and
Bevan, who had previore'y supplied Vipond-Tolhurst through R. G. Lane
(Canada) were not in a position to give satisfactory terms to Vipond-Tolhurst,
with the result that an arrangement was made with R. G. Lane and Company,
Limited and the Amalgamated Collieries that the Amalgamated was to supply
Vipond-Tolhurst with 30,000 tons of various sizes of the same grade as they
were shipping to other Canadian customers, and that, in turn, Amalgamated
Collicries was to purchase from R. G. Lane an -equivalent amount of anthracite
produced by Evans and Bevan on condition that Evans and Bevan were not to
be made aware of the transaction. A further ‘condition. was that shipments
were to be made in ships of Amalgamated Collieries, and that the amount of
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Evans and Bevan anthrueite in the shipments to Vipond-Tolhurst were * not to
exceed in cach eargo more than you will load in vessels to Weavers, ete., in
other words, the composition of your cargoes is to be equivalent in every way
to other shipments of yours.” (Exhibit No. 399.)
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The result of these difficultics was that Tollnrst-Lrane sokitheirequipment,-
carly in 1935, to F. P, Weaver Company for $50,000, and Vipond-Tolhurst
became a client of the I, P, Weaver Company.

Grour B.: e :

(1) The Scotch Anthracité Coal Company Limited.——As previously stated,
this company is a subsidiary of the Maris Export and Trading Company of
London, England. The company does both wholesale and retail business in
Canada. All the Scotch anthracite which comes to Canada is imported by this
company. So far as the evidence before your Commission is coneerned, it shows
that this company is an independent company having no contractual relations
or agreements with other companies in Canada other than that of ordinary

.business arrangements between an importer and his customers. All its retail

business, and part of the wholesale business, is done in the city of Montreal.
In addition, the Scotch Anthracite Company sells dealers in the Maritime
Provineces and in the Toronto District. Apart from its importations of Scotch
anthracite it has, in thé past, imported s certain amount of dry steam coal from
Wales for customers who desire Welsh blower coal.

(2) Susguehanna Collieries Limited is a subsidiary of the M. A, Hanna
Company of Cleveland, Ohio. This company does wholesale business only,
importing anthracite from both the United States and Wales. From the United
States it imports coal from the parent company--the M. A. Hanna Company.
Susquehanna Collieries Limited has no direct relation with other companies in
Canads except those that could properly be described as the ordinary relations
between buyer and seller. _

(3) Mongeau et Robert Compagnie Limitée was organized in 1930 and is
a successor to the business of Mongeau et Robert, Limitée. The majority stock
of the company is owned by the Mongeau and Robert families, but a minority -
interest is held by the M. A, Hanna Company of Cleveland, Ohio.

It has two subsidiary companies,—Andrew Baile Limited and Service Coal
Corporation,—both of which conduct a retail business. The company does an

- import and wholesale business in Welsh, German and American anthracite.

As previously stated, this company is now under an agreement to buy its
Welsh anthracite from the firm of Bessler, Waechter, Glover and Company,

_ Limited, of Newcastle-on-Tyne, until 1939. It will be recalled that under the

arrangement made between the F. P. Weaver Company and the T. T, Pascoe
Company in 1932, Mongeau and Robert were prevented from buying anthracite

~from the T. T. Pascoe Company for the years 1933 and 1934. The agreement

referred to above between Mongeau and Robert and Bessler, Waechter, Glover
and Company was made on December 18th, 1934. Although the agreement
was made with this company, the coal supplied is from T. T. Pascoe Company,
and at a cost of a.considerable commission to Mongeau and Robert.

There was no evidence brought before your Commission to indicate any
relation existing between this company and any other Canadian company other
than that described above.

(4) The Iroquois Fuel and Coal Company Limited.—As previously
stated, The Iroquois Fuel and Coal Company Limited of Montreal is a new com-
pany, suceessor. to the Iroquois Fuel Importers Limited which operated in 1935.
The relation of this company to foreign sources of sipply will be found on page
26 of this Report. The company is an independent importing company doing
mainly a wholesale business. '
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There is no evidence of any association in any form with any other Canadian
company other than ordinary business relations of buyer and seller.

(5) Co-operative Catholique des Consommateurs de Combustibles.—In
August, 1933, a company_was Qrganized as a_co-operative company called, La—
Co-operative Catholique des Consommateurs de Combustibles, Inc. This com-
pany was organized for the purpose of promoting mass buying in the interests ‘
of the persons who entered into a co-operative arrangement with it. The com- T
pany was purchased in March, 1934, by Mr. Paul Payette. A new provineial "

. charter was granted in June, 1934, which was abandoned for a third charter
granted in November, 1935, under the name Co-operative Catholique des
Consommateurs de Combustibles.  Although the company bears the name
“‘co-operative” it is not on a co-operative basis in the sense in which that word
is usually used. It is a limited liability company owned and controlled by Mr.

Paul Payette himself with “as many powers as it is possible to obtain in a
charter.,” (Evidence p. 403.) » |

In evidenée Mr. Payette stated:— - ;

“Q. It is not on a co-operative basis that this Company exists?—A. Our ;
present charter contains all the ordinary powers of a limifed company. In
so far as the charter is concerned, we are an ordinary limited company.

From the angle of our operations with religious institutions, we do not sell

the coal to them, we buy it for them, on a cost-plus-commission basis. We _,

buy the coal for religious institutions at a uniform price for all religious 2

institutions.  Consequently we operate on a co-operative basis in that -

department. which supplics coal to religious institutions.” :
(Evidence pp. 406 and 407)

The company is an importing company doing a wholesale business in addi-
tion to supplying the Catholic institutions on a commission basis, It has one
subsidiary, Richelicu Coals Limited, which, under its charter, does both whole-
sale and retail business apart from sales to the religious institutions. '

Co-operative Catholique des Consommateurs de Combustibles has no affilia-
tion with any other company in Canada. T

(6) The Milnes Coal Company, Limited, of Toronto, is the oldest importer
of overseas anthracite in the Toronto market. Its chicf business is in’ importing i
and retailing Welsh anthracite. This company, along with the Standard Fuels -
Company of Toronto,—a company dealing principally in American coke and
America « ~nthracite,—are subsidiaries of a holding company known gs Standard
Fuels Limwd The latter company was organized for the purpose of acquiring
the capital stock of The Milnes' Coal Company Limited and the Standard Fuels
Company, . ' .

Asg pointed out in a previous scetion, since- 1930 this company has been
recognized as the exclusive agent of Amalgamated Collieries in the Toronto
district. The contract between Amalgamated Collieries and the Milnes Coal
Company runs until 1940. -In 1930 an arrangement was entered into between
Amalgamated—Collierics, the F. P. Weaver Coal Company and the Milnes
Coal Company by which the F. P. Weaver Company became the principal
wholesale distributor of Amalgamated anthracite unti] 1935, the Milnes Coal
Company undertaking to confine itself principally to the retail trade. (Evidence
p. 2552). In any one year the wholesale business of the Milnes Coal Company,
under the agreement, was not to exceed 20 per cent of their total business.

In return for the concession made to the F. P. Weaver Company, the 2
Milnes Coal Company was granted an over-riding commission on all the ’

- Amalgamated Collicries anthracite imported into Toronto. This commission
has varied from 1/6- to 10d. per ton. In the event of the Milnes Coal Com-
pany’s wholesale business exceeding 20 per cent of its importations, the com-
mission on such excesses was to be rebated to the F, P. Weaver Company.
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When the agreement terminated in 1985 it was not formally renewed. The
Milnes Coal Company considers itself now free to engage in both wholesglé and
retail business in Toronto, although Amalgamated Collieries is still sellmg to
the F. P. Weaver Company and to the Elias Rogers Company and paying the
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commission to the Milnes Coal Company. \Evimfmfc—pp 2544-2560:)

So far as the evidence submitted to your Commission is concerned, the
above represents the total extent of the Milnes Coal Company s affiliations in
Canada.

(7) The Elias Rogers Company Limited is one of the oldcst wholesale
and retail coal companies in Toronto. This company, until recently, was an
importer mainly of American anthracite, having the agency for the Delaware,
Lackawanna and Western Company.

When the company realized that it w ould be compelled to handle overseas
anthracite in volume in order to retain its position in the trade, the agencies:
for the major producing companies in Wales had already been granted to other
Canadian importing companies. The Elias Rogers Company succeeded in mak-
ing an arrangement in 1933 with Amalgamated Collieries for a certain amount
of Welsh anthracite. -In addition to the Commissions paid to the British Coal
Corporation, both the Milnes Coal Company and the F. P. Weaver Company

were compensated by a_commission from Amalgamated Collieries on all coal--- .

purchased by the Elias Rogers Company.

While this company, in 1932, was implicated in certain efforts to restrict
the importation of British coke and at various times has been a party to dis-
cussions on co-operation, it has so far as the evidence before your Commission
is concerned, maintained an independent position; having no affiliations with
any other company in Canada.

(8) Lake Simcoe Ice and Fuel Limited, of Toronto, is a direct importer
of Welsh anthracite. It is an independent company, havmg no affiliations with
any other company in Canada. This company purchases its coal from W. R.
Barrett and Company, which acts as an exporting agency for a number of small
independent Welsh mines.

(9) Halliday Brothers Limited.—This company is 'a company ong'mallv
formed in Manitoba to do wholesale business. It is doing wholesale and retail
business in Ontario under a licence from the Ontario Government. The business,
however, is mainly wholesale.” Halliday Brothers Limited imports both Welsh
and American anthracite. '

(10) S. Cunard and Company, Limited, of Halifax, is a company doing
both wholesale and retail business in anthracite coal and coke. This company
is an independent company, apparently having no affiliations other- than those
resulting froin ordinary business transactions with any other company in
Canada.

As stated in Section 111, under the contract between the British Coal Cospota-
tion and Amalgamated Collnerlcs the Provinces of Nova Scotia and Prince Bdward
Island were exempt from the agency agrcement with the British Coal Corpora-
tion. 8. Cunard and Company'’s distribution arrangements cover only the
Provinces of Nova Scotia and Prince Edward Island.

This company also imports Scoteh anthracite directly from the Maris
Export and Trading Company, Glasgow.

. Further, they have a working agency with the Philadelphia and Reading
Coal and Iron Company for Novn Scotia and Prmce Edward Island on a com-
mission basis.

(11) A. T, O’Leary and Company, Limited, as stated in & previous sect,non,
is an independent company importing directly from Wales, having an exclusive
3%N— A
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ageney for Nova Scotia from the T. T. Pascoe Company. This company also
does a wholesale business. . . .
A. T. O’Leary and Company imports small quantities of Scotch anthracite.
In 1935 they also imported a certain amount of German anthraqlte, due to the ;
fact thiat certain people who shippedapples to-Germany—found-it necessary to—
take conl in payment. It was purchased under a barter arrangement. ;
A. T. O'Leary and Company, Limited, has no affiliations with any other
Canadian company except those neccessarily associated with ordinary com-
mercial transactions.’

" (12J Roy E. ‘Archibald.—Mr. Roy E. Archibald of Halifax is an inde-
pendent importer of Welsh anthracite. He does a wholesale and retail business,
and has no affiliations with any other Canadian company. He purchases anthra-
cite from Ingram and Company, Swansea, one of the independent exporting
agencies in Wales, and imports only genuine anthracite, approximately 8,000
tons annually, as required. ) C

In 1933 Mr. Archibald imported some dry steam coal (evidence p. 3985)
to try it out. His statement regarding it was: “ we found it very goft; too much
degradation.” It was so/d as No. 2 anthracite, but for a considerably lower
price than gentine anthracite. He has at various times imported small quantities
of Scotch anthracite.

(13) C. R. Nelson Comipany, Limited, of Saint John, N.B,, is a company
wholly owned by Mr. C. E. Nelson. This company has no subsidiary companies,
-and is doing both wholerale and retail business.

C. R. Nelson Compeny has a contract with the Scotch Anthacite Company
giving an exclusive agency for the Province of New Brunswick. Shipments are
made directly from Scotland, the importations being between 25,000 and 35,000
tons per annum (Evidence p. 4159). This company has an arrangement with
the Scotch Anthracite Company whereby all Scotch anthracite brought—into
Canada after the close of navigation on the St. Lawrence River is sent to Saint
John and handled by C. R. Nelson Company, Limited, for the Scoteh Anthracite
Company. :

.. . In_ addition, this-company purchases American anthracite through the
F. P. Weaver Company, under an agency they have with Pattison and Bowns.
{Evidence p. 1460.)

C. R. Nelson Company, Limited, is an independent company and has no

affiliation with other companies in Canada except those mentioned above.

(14) Parker D. Mitchell, Limited.—According to the evidence given by
Mr. Mitehell, this company is an independent company and has no subsidiaries.
They buy Welsh anthracite from the British Coal Corporation, handling about
12,000-tons annually. The British Coal Corporation has an agreement with
Parker D. Mitchell, Limited, whereby the British Coal Corporation in effect
provides a substantial part of its working capital. (Evidence p. 78.) Appar-
ently their agency for Saint John is an exclusive one. The company owns its
own dock. They also handle Scotch anthracite, imported through H. W,
Schofield, the Donaldson agent in the City of Saint John. - :

Parker D. Mitchell, Limited does both a wholesale and a retail business.

(15) Consumers Coal Company, Limited.—This is a joint stock company

-~ -owned and controlled by Mr. Henry N. Stetson of Saint John, N.B. The com-

pany imports its own coal and sells both wholesale and retail. In addition to
overseas anthracite it handles American. '

" The Welsh anthracite handled by this company is imported directly from

Wales through the agency of Guerett, Llewellyn and Merritt. The imports of

the company are wholly Dufferyn-Aberdare. This coal is classed in Wales a8
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dry steam coal, although under the test established by the Department of
National Revenue, viz., a ratio of fixed carbon to volatile matter of 6, it enters
Canada duty free. It is sold in Saint John as “Hi Heat” coal and described ss
second grade anthracite.

SRR

(16). R. P. and W. F. Starr, Limited.—This company is almost wholly
owned by Mr. Francis Starr, The company sells both wholesale and retail, and
imports Welsh, Scotch and American anthracite, and Welsh dry steam.

The company buys its Welsh coal from T. P. Rose<Richards, the major
part of the importations being dry steam coal and, as in the case of tiie Consumers
Coal Company, admitted duty free. According to Mr. Starr’e evidence this
coal is sold to dealers as semi-anthracite. -

The foregoing analysis of the situation as it exists in Canada is as coraplete
as could be determined from the evidence available in this country.

328024}
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~ SECTION V .
IMPORTATIONS—AVAILABILITY, PRICE, QUALITY

It was repeatedly stated to your Commission that the particular relations, as
set forth above, which existed between the Amalgamated Collieries and the:
- T, T. Pascoc Company in Wales and the companies of the Webster group ‘in
. Canada resulted in placing other importers at a disadvantage both as to the
A quantitics of Welsh anthracite-obtainable and price to be paid for it. A special
effort was made to determine this point. It was clear that the absolute deter-
mination of the facts could not be made in Canada because access could not be
had to British agrcements. Further, any special arrangements made by the
Canadian companics with British companies were either verbal or not available
in Canada. The existence of any speeial agreements was denied by representa-
tives of the Canadian companies concerned.

(1) Availability of Supplies:
(a) Wales: .

The question of the availability of Welsh anthracite for importers other
than the companies of the Webster group was constantly referred to during the
sittings of your Commission. Representatives of the above companies were
firm in their statements that independent collieries, other than those associated
with .r controlled by Amalgamated Collieries or by T. T. Pascoe Company, gave
to other importers a free market in which to purchase.

Mr. Aird stated in his evidence (page 205 et seq), that there were 46 ex-
porters of Welsh anthracite in Wales and that it was possible for importers to

- secure supplies through these agencies.

On _this point Senator Webster was even more emphatic.  Counsel quoted
to him the following statement from page 108 of the 1933 Report:—

“At the suggestion of Senator Webster an understanding was reached
between the two Welsh sourees of supply, the Amalgamated and the Pascoe
companies, whereby Paseoe might purchase freely from independent mines
without interference by Amalgamated interests. In return the Pascoe Com-
pany undertook to refrain from shipping German anthracite into Canada.,
The arrangement was described as follows by Sir Alfred Cope in evidence:—

‘We said if they would keep away from -German coal we would
not stand in their way at all from buying independent coal, but would
give them a cheaj »r price.”

To this Scnator Webster replied:-—

“l cannot answer for Mr. McGregor. Ne doubt he is of that opinion,
but I would say to-day that Welsh coal is available and can be got, even if
Mr. McGregor thought differently in 1932. To-day in 1936 you can get
Welsh coal from other-sources.”

v el

(Evidence p. 1271)

Mr. Aird gave & long list of independent companies which could ship to
Canada, as follows:—
“The Emlyn Anthracite Company, Limited;
i Ponthenry Colliery Company, Limited;
! S. R. Anthracite Collieries, Limited;
; Nantgwyn Colliery Company, Limited;
g_ i Brynhenllys Colliery Company, Limited;
P P Evans and Bevan Company;
E C. & E. Collieries, Limited;
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Ynisarwed Colliery Company;
Tareni Anthracite Colliery, Limited;
Dillwyn Colliery Company, Limited;
Rigos Colliery Company, Limited;
-Cory-Brothers, Limited ;-

Hook Anthracite Colliery, Limited; :

Glanamman Anthracite Colliery Company, Limited;

Dulais Anthracite Colliery Company, Limited.”
- ’ (Evidence p. 306)

In view of this statement, it scemed to your Commission necessary to*

-examine the actual facts on a statistical basis to see whether it were possible to

buy coal in sufficient quantities and for regular delivery to meet the needs of
those other importers who were anxious to supply Welsh anthracite to their -
regular dealers. '

The three major exporting companies to Canada, exporting directly or
through agents, arc the Amalgamated Collieries, the T. T. Pascoe Com-
pany, and Evans and Reid. Taking the years 1933, 1934, and 1935, of the
6,770,000 net tors (the approximate average production of the three years):—

Amalgamated Collieries produced approximately..... 4,785,000 tons
Collieries producing high grade but not shipping to
Canada ...ttt i it i e e 674,000 “
All other independent collieries...................... 1,311,000 “
| 6,770,000 ©

'The shipments from T. T. Pascoe, Evans and Reid, W, R. Barrett Limited,
and others are included in the last item. ’

The importations into Canada are shown in the following table:—

IMPORTS WELSH ANTHRACITE INTO QUEBEC AND ONTARIO
(Thousands of tens

From ‘
Year Total Amal- IF rom Total | All Others
gamated | - * 88C00
1933 ..., e 1,234 811 218 1,020 208
X 1,218 870 179 1,049 169
D L 2 1,115 619 209 918 107
PERCENTAGES
B S SR F 65:7 17.7 834 18-6
L Y [ . -4 14- 86-1 13-9
R L 3 P PRI F R 855 26-8 82-3 17-7
Total.coooivviienieiienii]ivnnannnnnns 4.5 195 84:.0 16-0

Of the 4,785,000 tons mined by Amalgamated Collieries, 16-0 per cent is
sent to Ontario and Quebec and a very limited amount to the Maritime Prov-
inces. The actual percentage from the mines owned and operated by the
Amalgamated Collieries is probably less than this, as Amalgamated has either
secured control or has purchased under contract from a number of so-called
independent producers. For examiple, some of the largest independent pro-
ducers have contract relations with both Amalgamated Collieries and the T. T.
Pascoe Company, In fact, nine of the largest independent producers gell to
one or all of the three companies,—British Coal Corporation, the F, P. Weaver
Company or Hartt and Adair,—for shipment to Canada. ’bvans and Bevan,
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Rigos and Tareni, through Evans and Reid, supply approximately 100,000 tons
yearly to the Susquehanna Collicries. Further, the T. T. Pascoe Company is
supplying Mongeau and Robert with anthracite supplied by independent col-
licrics, eking out the necessary supplies by purchases from Amalgamated
Collieries, which surely would not happen if independent supplies were available,

=—0ft he-1;311;000-tons-minied-by-¥;vans-and-Bevan-and-the-other-independen
companies,

T. T. Pascoe sends to Canada... ............covue..., 17-7 percent
All others send to Canada...................... cer 1445 “ b
TotAl . vvtieineeeiiaaeannnn, e 32:2  «

1t is clear, therefore, that durin;g the last three years mines other than Amalga-

mated exported to Canada twice as much as Amalgamated Collieries in propor- :
tion to their production. This would certainly indicate that the independent
collieries have heen giving a iull share of their production 1o Canada during the
last three years, and could not be expeeted to do more. i

About one-third of the production of the mines is normally small sizes;} of
the kind mainly roquired in Canada. and two-thirds domestic  sizes. Amalga-
mated Collierics has annually approximately 3,190,000 tons of domestic sizes and
1,595,000 tons of smxll sizes. On the ratio of total shipments to Canada to total
production, as stated 2bove. Canada would receive annually only 255,000 tons
of small sizes from Amalgamated Collieries and 140,000 tons from independent
sources, & total of 395,000 tons. During the years 1933 to 1935 Canada’s
average annual imports of small sizes from Wales was 564,000 net tons, of
which apparently 348,000 tons came from Amalgamated Collieries and 216,000
tons from other sources. Of the Amalgamated coal exported to Canada 44 per
cent was small sizes; of the coal from other sources 53 per cent was small sizes.

In other words, the sources other than Amalgamated Collieries not only
exported a very much larger share of their total production to Canada, but in
that larger share sent a substantially larger proportion of buckwheat sizes.
Under the circumstances it scems hardly likely that any considerable increase
for immediate shipment to Canada can be expected from independent collieries.
In any case, it was not possible in 1933, 1934 and 1935. Senator Webster, on
being recalled to give evidence, admitted this to be o case, stating as follows:—

“Q. If Amalgamated and Pascoe were out of the market, it would
be easy to get coal from anybody else in Wales?—A. Of course it would be.

“The Commissioner: Let us have that clear; do you mean Pascoe
and Amalgamated,—if they were to decide to ship their coal to South
Afriea, for instance, and not to Canada, where would we be?

“By Mr. Bissonnette: Q. Yes?—A. I would not agree with that for
this reason: if any person will conduct his business as we have conducted
it for some years past, and make a term contract—in other words, there
are millions and millions of tons of Welsh coal under the ground in Wales,
All that is required there to-day is some additional outlay for goodwill
and plant, and contracts, and know where they can sell it—if someone
wants half a million tons of Welsh coal a year from to-day, or two years
from to-day, and pays for it in advance, I would say that they could go
over and arrange a contract in Wales to get as much coal as they would .
require. The coal is there. It is all a matter of contract.”

(Evidence, p. 1264.)

“Q. You know better than anybody else in the coal business—can you
tell the Commission out of those 46 mines, 46 names, if you can secure, your
coal companies in Canada, your own companies, §0,000 or 60,000 tons a year.

“ The Commissioner: As they stand to-day.
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“The Witness: I think if we made preparation, and if we had some
foresight, yes. No trouble to get coal in Wales. You would not be able to
- do it in a few days, or weeks, or months, even. It would take longer than
“that.  But, if you will notice, our contract is ten years, and with that it
has enabled them to open up mines, and enlarge mines. And there is.another ———
-~ great difficulfy there: The mines existing now ‘have small cars which only -
carry eight or ten or twelve tons, in the wagons, It is impossitle to load &
big steamer with little cars like that. . I would like to make that clear, if I
can. Anybody else can go over, as we have done—we have been pioneers

in this business, may I'say . . . .7 . .
(Evidence p. 1265.)

Evidence given by Mr.. For.syt,h of the Scotch Anthracite Coal .Company
shows that it was impossible to buy small sizes of cither Welsh or German anthra-

%3

i cite: : . : :

:g Mr. Forsyth . . . “I think, in order to appreciate that situation,
s you should understand—and I think our correspondence bears this out—
£ that in the first place Scotch small coal is not a good blower coal, because it

will not clinker, and conscquently could not be used in every type of installa-
tion. We had been trying for a long time—the correspondence will show it—
to get a suitable blower coal. Apparently the Maris Company, who look
after the purchases on the other side, weré not able to get us the Welsh
anthracite, or German anthracite coals. Consequently we wanted to get
" something, and they got us what I think Mr. Regan's letter shows to be the

best they could get.” ‘

' (Evidence p. 3348.)

Further evidence on this point was supplied by Alfred Rogers of the Elias
Rogers Company. Under an_agreement with Amalgamated Collieries, 1934
(Exhibit No. 177) he asked in 1935 for 65,000 tons of blower. He was promised
40,000 tons but only received 28,000 tons. To meet the deficiency the Amalga-
mated Collieries urged Rogers to import Welsh dry steam coal as the necessary

_ quantity of blower was not available. In 1936 the Elias Rogers Company wanted
75,000 tons, but only received 30,000 tons. (Evidence p. 1874 ¢t seq.)

Further evidence pointing to the conclusion that during 1933, 1934 and 1935
it was difficult to secure Welsh anthracite from any source in Wales, especially
for new importers, is supplied both by the recorded. evidence and from the cor-
respondence filed. Mr. Aird stated in his evidence Cp 181), that Mongeau and
Robert ‘were large customers of the T. T. Pascoe Company. This is true for
1935 and 1936 but it was not true for 1933 and 1934. The agreement men-
tioned in the 1933 Report (p:. 105) wherein it was provided that the T. T. Pascoe
Company would no; ship \\Pelsh anthracite to any other firm in Canada than the
F. P. Weaver Company, except Hartt and Adair, was literally carried out. No
shipments were made tc any other importer in Montreal by the T. T. Pascoe
Company during that period. For their supplies in 1033 and 1934 Mongeau and
Robert were dependent on purchases from the Susquehanna Cellieries Limited.

After Hartt 'and Adair were taken into the Webster group in 1934, the
imports of Welsh anthracite, for the Montreal market, on & percentage basis,
stood as follows: )

Webster group. . . 80-4 per cent

Susquehanna (including Mongeau and Robert). : 12-2
Lane-Tolhurst.. .. v vv vv vt ev ve ve we on 44b
Catholique Co-operative.. .. . 20
All others.. .. .. 0-9

_ , (See page 56 of this Report;)
The percentages for 1935 are only slightly different from the above.
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Is it reasonable to suppose that if abundant supplies were available the
proportion outside the Webster group would have been so small? The truth is
there was no open market in 1933 and 1934 and only a slight relaxation in favour
of Mongeau and Robert in 1035, first, because the Amalgamated Collieries and
T. T. Pascoe, working with the Webster group, had made purchases difficult to
obtain; secondly, because the quantities of small sizes in the proportion to suit
Canadian requirements were difficult to get. The fact is that the independent
companies were already shipping to Canada practically all the available supplies
they had for that market.

In the following tables, and eclsewhere in this Report, where the term
“district ” is used, the following boundaries are to be understood: Quebec, that
portion cast of Three Rivers; Montreal, from Three Rivers West to Kingston;
Toronlo, the remaining portion of Ontario. These may be regarded as natural
economic divisions from a distribution point of view.

The following tables show the quantities o/ ..'elsh anthracite imported into
Central Canada by the various importing companies for the vears 1933, 1934,
1935, by districts, with pcreentage and summary

(Thousands of Net Toas)

'

District | Year | Total “(f:i;};r 8.A.C. | Susq. | M.R. Iroq. | C.C. | Milnes | Rogers{ Other
Quebee...... 1933 127 071 20
1934 130 WO .o S O e O

1935 107 107 b e

Montreal... .} 1933 | 858 673 (. ....... 9 [ b 90
1034 797 64 §........ 97 1., B P 28 FUUU I 43

1935 752 476 |........ 117 107 ]........ 21 ...

Toronto.... | 1933 | 249 1290 .o 77 3 ........
1034 201 ML 77 56 13

1935 | 236 100 73 54 28

Quebec......

Montreal....
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; SUMMARY
Year Total | Wbt | susq. | M.R. [C.CCC Milnes | Rogers | Others
ST W 1,234 209 05 e 7 4 110
3 el 1,218 916 ezl 16 77 35 56
2 1035....i.ienna.... 1,115 654 17 107 52 73 54 28
PercENTAGES
? .
& 1933 73-8 Tt b 6-3 35 89
1038 75.2 g0l 13 5.3 146 4.6
1035, 61.3 10-5 9:6 47 6 48 2.5

(b) Scotland:

Scoteh anthracite is a strong competitor with Welsh anthracite in the Cana-
dian market. The compelition, however, is largely in the domestic sizes and not
in the blower sizes. This is due to the fact that this anthracite has a higher ash
fusion point and hence has not the clinkering quality required for use in blower
furnaces of the ordinary type. Practically all the Scotch anthracite imported into
; Canada is brought in by the Scotch Anthracite Company, Limited, of Montreal,
% which purchases its supplies through the Maris Export and Trading Company,
4 from the Scottish "Anthracite Producers Association, a co-operative selling
: agency for a group of collicry owners producing approximately 90 per cent of all
4 Scoteh anthracite. This company is eptirely independent of any group in
3 Canada, although it joined in the price fixing agreements of 1932. Since that
3 date no evidence has been found of any combination or working agreement with

other importers. :

The associated group of companies in Scotland produce about 800,000 net
tons of anthracite annually, of which from 250,000 to 300,000 tons is sold in
Canada. Only with great difficulty could the annual production or the proportion
exported to Canada be substantially increased. The Scotch Anthracite Coal
Company has practically complete control of all importations of Scotch anthra-
cite into this country. It does a wholesale and retail business in Montreal and
also sells directly to dealers in Ontario and the Maritime Provinces. It sells
in cargo lots to Weaver at Three Rivers and to Mongeau and Robert in Montreal
buying its requirements of Welsh anthracite for iis retail department in Montreal
from the latter company. The following table shows the imports into Canada
i during the last three years: i

A0 By AR T St TR A L R

IMPORTATJONS OF SCOTCH ANTHRACITE INTO CANADA
(Thousa;tds of net tons)

Year Total Maritimes | Montreal Toronto

1033 o T275 Wl 28]
1934, 0 SRR R 301 33 233 35
280 31 195 54

»‘, 1935
i

" This company has its own equipment in Montreal for discharging, preparing
and tranghipping its coal. In its retail department it handles Canadian coke
and American anthracite in limited quantities.

SR A Pt el
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(¢) Germany:

An important competitor in the Canadian market is German anthracite.
Previous to 1932 T. T. Pascoe Company had the ageney for the German syndicate
for all anthracite sold in Canada. Under an agreement made in 1932 by the
T. T. Pascoe Company, the Amalgamated Collicries, and the Webster group,
the Amalgamated Collieries agreed to assist the T. T. Pascoe Company in its
effort to obtain a sufficient supply of Welsh anthracite to provide for its Cana-
dian commitm. ats on condition that it prevent German anthracite from reaching
the Canadian market. The result was that the German syndicate cancelled
the exclusive contract with the T. T. Pascoe Company. The cffort to keep the
German anthracite off the market was successful, however, so long as an adequate
supply of the small sizes could be obtained in Wales.

In 1934 the demand for smalls was so great that most of the important
companies began to look for other sources of supply, with the result that German
anthracite, chiefly of the small sizes, again began to enter the Canadian market,
in-considerable-quantities. In 1933 no Germen anthracite entered Canada;
in 1934, 85,000 tons was imported; in 1935, 228,000 tons and in 1936 the estimate
is 300,000 tons. ‘The following table shows the way this coal was distributed:

IMPORTATIONS OF GERMAN A NTHRACITE INTO ONTARIO AND QUEBEC

(Thousands of net tons)

Year Total , Quehee Montreal ‘ Toronto
W
W4 85 14 39 32
VO35, Lo 228 46 127 55

Most of this anthracite was bought from the T. T. Pascoe Company, but
apparently the German syndicate was prepared to sell to other customers.
1936, however, is the first year in which independent importers have purchased
in any quantity directly in the German market.

(d) Belgium:

In 1934 a group of apartment house owners in Montreal, seeking to purchase
coal for their own requirements at a better price, undertook to import from
Belgium. That year they imported 12,000 tons. That proved so successful
that a company was formed, Iroquois Fuel and Coal Company Limited, and a
regular import business established. In 1935 this company imported 62,000
tons of Belgian anthracite and, in 1936 has agrecments for the importation of
70,000 tons of Belgian and 50,000 tons of German anthracite. This company
is importing both Belgian and German anthracite at a much lower price than
was charged the F. P. Weaver Company by the T. T. Pascoe Company.

(e) Indo-China:

The anthracite areas of Indo-China produce two types of anthracite—one
having clinkering qualities making it suitable for the Canadian market. In

— 19357the F. P. Weaver Company brought in a cargo, but of the non-clinkering

type, and it was not found to meet the Canadian needs. The same year the
Llias Rogers Company broi:zht in 70,000 tons of the clinkering type and found
a Canadian market for it although the cost, because of the heavy freight charges,
was above the cost at which German anthracite could be purchased. For the
yenr 1936 the Elias Rogers Ccmpany has secured the exclusive Canadian agency
ard has contracted to import 124,000 gross tons.
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f) Rugsla:

- It is hardly necessary to point out that an embargo was put upon Russian
anthracite in the year 1931. In that year a contract had been made by the
F. P. Weaver Company for the importation of 250,000 tons. Although the
F. P. Weaver Company had striven to keep the contract alive against the lifting
of the embargo, the evidence shows that the old contract was cancelled. The
result of the negotiations for a new contract are not available. The possible
further importation of Russian anthracite will definitely affect the market for
Welsh, Scotch and other European coals.

So far as your Commission has been able to determine, there are no agree-
ments affecting either the distribution or the price of other overseas anthracite
exeepting the agreements mentioned above.

The following tables show the quantities of Overseas anthracite other than
Welsh imported into Central Canada by the various importing companies for
the years 1933, 1934, 1935, by districts with percentages:-—

{I'housands of Net T'ons)

District Totali Webster | S.ALCL| Susq. 2.C.} Milnes | Rogers | Others
. Group '

Quebee. .., ..

Montreal. ...

Torounto

Quebee......

Montreal. ...

e 00

DOWL =i

Toranto.....

L

PERCENTAGES

97-8
73-4
10-4
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The following tables show the quantities of all Overseas anthracite imported
into Central Canada by the various importing companies for the years 1933,
1934, 1935, by distriets with percentages:—

(Thousands of Net Tons)

District | Year [Total| Webster | S.A.C. Susq. { M.R. [ Troq. { C.C.| Milnes Rogers | Others
Group
Quebee. ... o ool ovor L 20
1034 | 134 e | URDUDIEE RUDUIS! IR IDPUOS! ISORUREY USRS e
1035 153 183 e e
Montreal. .. .| 1933 {1,084 673 222 0 o 04
1034 {1,081 €S0 233 07 [........ 12 | L PO e 43
1935 11,159 598 105 117 1 IS 62 52 Lo 17
Toronto..... 1933 | 203 129 42 7 445 ...,
1934 338 177 25 71 56 13
1935 420 146 54 £5 107 28
PERCENTAGES
Quebee,..... 1033 . ..... 8424,
1934 ... ... 100-0
1935 {...... 100-
Montreal....] 1933 |... ... 62-1
1934 ). ..., 2.9
1035 ¢, ..., 516
Toronto..... 1033 {...... 410
1034 [...... 494
1935 |.. .00 348
SUMMARY
1933, drsos ] o0 | 24 95 ... 77 45 114
1034 1,583 | 1,001 268 87 L....... 12 16 7 56 56
1038 ., 1,732 897 249 1y 118 62 52 85 107 45
PERCENTAGES
1933, 60-4 17-6 63 0....... ... ... 5.1 3-0 76
1934, ... 63.2 16.9 81 |........ 08| 10 4.8 3.6 3-6
1935, . oo, 51-8 14-3 6.8 68 36| 3.0 49 6.2 2.8
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2o 2 fvy P

The following tables show the quantitics of all Qverseas anthracite imported
into Central Canada from the various exporting countries for the years 1933,
4 1034, 1935, with percentages, based on reports filed by the companies:—

AL

(Thousands of Net Tons)

Total - Indo-
7 Year Welsh Scotch British German Belgian Chinese
A
S 1033 1,234 270 1504 [ o e
2 1034, 1,218 268 1,486 85 2. .
21985 1,115 249 1,364 228 62 78
3 _ PERCENTAGES
033, i 82:05 17-95 10000 SUUTTTITE FRTTUTUT TR
........................ 76-94 16-93 0387 5.37 076 |ooviaennnne.
........................ G438 14.37 7875 13:17 3-58 4:50

Taking the average for three years, 84 per cent of tlie Welsh anthracite
comes through the two companies,—Amalgamated Collicries and the T. T.
Pascoc Company; the Scotch from one agency. The German comes mainly
through the T. T. Pascoe Company, though some is now sold direct by the
agencies of the German syndicate. The Belgian anthracite is a national mono-
poly with an exclusive ageney in Canada. The Indo-China is sold in Canada
! through an exclusive agency.

4 It will be noted that the above tables include only imports into Ontario
% and Quebec. The Maritime Provinces use chiefly Canadian bituminous coal for
% domestic heating purposes, though the consumption of anthracite is increasing
¢ to some cxtent. The total consumption of anthracite in the three Maritime
Provinces is little more than half that consumed in the city of Quebec and the
surrounding district. ‘

There is little complaint in the Maritime Provinces as to the availability
3 of overseas anthracite. The demand is for small cargoes, 2,000 to 3,000-ton -
% vessels as compared with 6,000 to 8,000-ton vessels for Montreal and Quebeo,
um}l1 some difficulty is experienced in ‘getting boats of this small size at the
right time. '

‘Certain individuals complained of inability to purchase anthracite direct
from Wales, but with such a small market, the exporters can hardly be blamed
for confining their sales to a single company. The fact that S. Cunard and
Company in Halifax is exclusive agent for both Amalgamated Collicries and the
Scotch Anthracite Coal Company gives this company control over between 70
and 75 per cent of the overseas coal sold in Nova Scotia.

The following table shows the details of the imports of overseas anthracite
into the Maritime Provinces in the years 1933-1935. The figures include only
true anthracites. Dry steam coals and semi-anthracites, which are imported
from Great Britain in considerable volume, are not included. Anthracite from
the United States is only a small factor, imports into the three provinces being,

¢ —in-1933,28,000 tons; 1934, 36,000-tons; 1935, 27,000 tons.
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IMPORTS OF OVERSEAS ANTHRACITE INTO THE MARITIME PROVINCES -
—_..___(Thousands of nct tons)

. All other
— Halifax Saint John importers
inpl?lnri- Total
Cunard O’Leary Nelson Mitchell times
1933
Welsh..ooovvvvivaninenana., 29 Tlheeeiinannen 4 11 51
Sc%thh ..................... 10]............ 1B 2 25
German......oooovvivniiiioninniic oo oo
Total.............. 39 7 13 4 13 7
1934
Welsh...................... 25 L2 IO 6 18 57
Scotch.......ooveiiiune.. myl........... Hml........... 2 AU
German....c..ooovennn oo
Total.............. 36 8 11 6 20 81
1035
Welsh......coovvnniinnn..n 30 [ P 7 12 56
Scotch....ooviieiiaiaia... 1.3 RO 19 .00, 1 B
German...............coo0 v, 2 T F Y R, 3
Total...........:.. 45 10 19 7 13 “

(g) United States:

It has already been pointed out that prior to 1923 the United States was
virtually the sole source of Canadian ‘mports of anthracite coal, and that our
annual imports were between 4 million tons and 5 million tons. Since 1923
Canadian imports from the United States have steadily declined, and in recent
years have been between 1,500,000 tons and 1,800,000 tons. Canada is prac-
tically the sole export market for American anthracite and Canadian imports
from the United States are about 3 per cent of the total United States production.

Production of anthracite in the United States has been falling steadily
during the past fifteen years, from batween 80,000,000 tons and 90,000,000 tons
in the period 1920-24 to between 50,000,000 tons and 60,000,000 tons in-1931-35.
The principal reason for this decline is the aggressive competition of other fuels.
The consumption of coke for domestic heating purposes in the United States was
5,000,000 tons in 1924 and 12,000,000 in 1935. Fuel oil for domestic heating has
risen phenomenally and by 1934 had reached a volume of 77,000,000 barrels—
the equivalent of nearly 20,000,000 tons of anthracite. The rapidly increasing
number of domestic installations for burning bituminous coals has meant the
further displacement of several million tons of anthracite each year.

There has never been any problem of commercial availability of American
anthracite. Some of the major producing companies sell through exclusive
agents in certain parts of Canada; others sell freely through their own sales
organizations to all bona fide dealers. For example, the Philadelphia and
Reading Company has its own sales organization in Canada. The Delaware,
Lackawana and Western has the Elias Rogers Company as its wholesale agent
for Toronto and district, but sells elsewhere through its own organization. The
Hudson Company sells through F. P, Weaver Company in the Toronto area, _j

~~~througlrHartt wnd -Adair im Quebte, but covers some parts of Ontario with its
own salesmen. The Pittston Company sells through P. Burns and Company in '
Ontario, and through T P. Weaver Company in Quebee. The Lehigh Valley
: Company sells through its own organization; the Lehigh Navigation Company
: through the Empire Coal Company, a subsidiary of the Consolidation Coal
Company, New York; and Susquehanna through its own Canadian subsidiary.
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These seven * line ” companies supply about 85 per cent of the American anthra-
cite sold in Canada, the remaining 15 per cent coming from various independent
companies. Your Commission has received no complaints from dealers of
inability to get the kind and amount of American coal required. .

On a few occasions during the past thirty-five years there have been
shortages of available supplies of American anthracite. In 1902 and again in
‘4 1922 prolonged strikes in the Pennsylvania fields created serious conditions and
A in the winters of 1917 and 1918 shortages of railway rolling stock and serious con-
4 gestion on the railways caused temporary shortages. The acute situation that
arose in 1922 was one of the important reasons for the development of the Welsh
import trade in the years immediately following. :

From the broad standpoint of national interest the maintenance of alterna-
' tive sources of supply is very desirable. At present (1935-36) Canada is
'~ drawing 48 per cent of its anthracite from the United States, 42 per cent from
Great Briain and 10 per cent from other countries. Supplies from Great Britain
‘ and other overseas countries might be cut off or drastically reduced by war
. (either through attacks on the shipping lanes or through conseription of shipping
~ for other purposes), or by prolonged strikes. Supplies from the United States
can he endangered by either miners’ or railway. strikes. Unexpectec reduction
of available supplies from the United States would be difficult to cover. The
; short shipping scason, the limited ‘available tonnage of coal ecarrying vessels,
- the relatively fixed capacity for discharging and storing coal at the main Cana-
i dian termini, and the fact that developed Welsh and-Scottish anthracite mines
are worked fairly close to present capacity, would make it very difficult if not
mpossible to meet a sudden increase in demand of, say, 1,000,000 tons from
:"overseas. On the other hand, if supplies from overseas were partially or wholly
cut off, the deficiency could fairly easily be made up from the United States
. (though with some embarrassment to consumers with equipment designed for
. low ash fusion point coals). Canada’s consumption as a percentage of American
production is so small, and the presently unused capacity of the American mines
. so large, that an increased demand for 1,000,000 tons, or two or three times that
. amount, could be met without great difficulty.

Complete statistics of imports from the United States in comparison with
. those from other countries have salready been given on page 12.

. (h) Agreements Regarding Coke:

_ It will be recalled that the Montreal Coke and Manufacturing Company

¢ Limited (Lasalle) was involved in the prosecutions which grew out of the 1933
Report. It seemed necessary to inquire, therefore, whether the Lasalle Coke
Company, or any other company producing coke, was involved, in any arrange-
ments with any other Canadian or British company which aimed at the sup-
pression of imports, or in combinations and, further, to what extent coke, either
imported or manufactured in Canada, was becoming & competitor with anthra-
cite in the Canadian market. :

The record of importations shows that in 1933 the Tolhurst-Lane Company
imported one cargo of 6,670 tons, and the Susquehanna Collieries, one carge of
5,212 tons of British coke. In 1934 the Montreal Coke and Manufacturing Com-
pany (Lasalle) imported 20;713 tons and Susquehanna Collieries, 3,803 tons of
British coke. In 1935 no British coke was brought in, but 4,492 tons of German

-coke-and 4;277-tons-of-Polish-coke was-imported by the Iroquois Fuel an

. Company, and 2,786 tons of German coke by Mongeau and Rooert. In 1936 a

¢ certain amount of German coke was imported by the Iroquois Fuel and Coal

. Company. - The reason that importations_have ceased appears to be that the

1 demand for coke in Great Britain is sufficient to absorb the supplies and, there-
fore, the price has become practically prohibitive so far as importation to
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Canada is concerncd. 'The same remark applies to European coke as it is recog-
nized that a European coke cartel is in existence, to which British producers
are a party. o )

The facts before your Commission are set out in the following evidence by
the only importer in 1936. The Mr. Munroe referred to is the General Manager
of the Montreal Coke and Manufacturing Company.

“Q. What about coke—you advertise coke tor sale at such and such a
price?—A. And we are losing money. )

“Q. We will have to ask vou to give an cxplanatmn?-——A_. We are
losing money, and I don’t mind telling you we do not plan—this is for the
information of Mr. Munroe—we do not plan importing as much coke next
year if we do import any at all. .

“Q. Why are you offering coke at that price?—A. Well; it is really
a summer price to move it. We admit that we have imported much too early
in the scason, and that we certainly did not expect prices would back up
that way. Last year we sold at $10.50 and we expected this year to sell it
nt $10.75. 1t is mostly retail business, which is cash business, and brings in
the cash. There is very little wholesaling in coke.

“Q. What is that, Belgian coke?—A. No, it is German coke.

“Q. Will the coke coming in next year be sold at a higher price?—A.
We do not know. We know we are not going to lose any money. There
are the carrying charges and everything clse and we calculate it is complete
extra from our business; it is more or less a side line,

“Q. Are you selling your coke at a price to compel Mr. Munroe to
reduce his price?—A. No, I am afraid that whatever we would sell would
have absolutely no effect on Mr. Munroe’s company. We might sell at -
the maximum about 15,000 tons, and when you compare that with his pro-
duction figures—I don’t know what it is—of around 200,000 or 250,000
tons, you will see our little 15,000 tons won’t make much change in his price.”

) (Evidenee pp. 4348-4349)

It therefore appears that in so far as the provinee of Quebec and Eastern
Ontario are concerned, the competition offered by coke to anthracite is a com-
petition of coke manufactured in Canada by the Montreal Coke and Manu-
facturing Company, Limited (Lasalle).

In Western Ontario the Hamilton By-Produets Coke Ovens Limited, and
the Steel Company of Canada, manufacture coke quite extensively, The various
gas companies also sell a considerable tonnage of pas coke. In addition, con-
siderable quantities are brought in from the United States. According to the
evidence of Mr. Henry of the Hamilton By-Products Coke Ovens Limited
(Evidence p. 2744), such a quantity of American coke was imported in 1935 as
to leave a surplus of coke on the Canadian market.

The growth of the competition of coke to anthracite in Western Ontario
is indicated by the fact that in 1926 coke constituted 20 per cent of the fuel sold
in Hamilton for domestic heating purposes. In 1935 this had increased to 54 per
cent. In the city of London, from 1926 to 1935 the use of coke increased from
23 to 39 per cent of the fuel used. In Toronto, the increase was from 20 to 38
per cent, so that in the last ten years coke has become quite an important factor
in the domestic fuel market. But, on the other hand, the quantity of coke
manufactured in Canada is necessarily limited by the activity of the steel mills
and the possible sale of its by-products, esnecially_gns.*As-mat»ters—stand,—cok ——
represents approximately 31 per cent of the domestic fuel used in the province
of Ontario as comnared with 9 per cent in the province of Quebee,

The question was raised whether the Lasalle Coke Company, which pur-
chased coke and coal from the Maris Export and Trading Company of London,
England, or the Scotch Anthracite Company of Canada, has any private arrange-
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ment for the purpose of controlling the importations of British coke in the Mont-
real market. Mr. Munroe, the Vice-President and Managing Director of the
Montreal Coke and Manufacturing Company, whose shares are owned 50-50
by the Montreal Light, Heat and Power Company, and the Koppers Company
of Canada, a subsidiary of the Koppers Company of Delaware, submitted cor-
respondence between himself and the Maris Export and Trading Compan
(Exhibit No. 304) which indicated no special agreements of any kind existed.
Additional evidence on the point was as follows:

.. " Q. In that agrcement to which you are referring, were there any con-

ditions imposed upon your company by the Maris Export whereby you

- had to deal with Scotch Anthracite Coal Company in Canada?—A. No, none.

“Q. But is there any understanding between you and Mr. Bellerby

(of the Maris Company) whereby you will do business with Scotch Anthra-
cite Coal Company in Canada?—A. No, none.

(Evidence p. 3479)

“Q. Mr. Munroe, your statement surprises me. Would you say that
the Scotch Anthracite Coal Company was never used as an intermediary
between your firm and the Maris Export Company?—A. No, not in any
business transaction.

(Evidence p. 3482)

“Q. You had nothing te do with the Scotch Anthracite Coal Company?
A. Not in connection with this.

“ Q. All purchases were made and all orders given direct io the Maris
Export?—A. Yes, and the reason for that is quite easy to sce. They are in
England, they are on the spot where the coke which we had purchased
was to come from. That is the reason we dealt with a broker in England
because we could not be there ourselves. There would be no point in dealing
with the Scotch Anthracite Compeny, as I could do it as well myself without
ever having any agent in England.”

(Evidence p.. 3485-3486)

(2) Price:

(a) Exporters Prices c.i.f. Montreal:

: Before entering into a detailed statement of the wholesale costs of anthracite,
. it ought to be pointed out that there is a_considerable variation in the quality
: of the coals available. There are generally recognized two major divisions of
. quality of Welsh anthracite, namely, Big Vein and Red Vein. The Big Vein
. is divided into four classes: primes, bests, seconds and thirds. The difference

betwcen them, however, is largely a question of friability (the tendency of the
. coal 10 break down into small sizes and dust during the process of transportation
, and handling) as an examination of the content, as expressed in volatile matter,
. fixed carbon and ash and the resultant B.T.U’s, does not show great. variation
¢ (See table p. 99). As the coal, in the end, is all sold at a common price the
* selection of the grade by the importer will depend upon which grade will be
¢ to him the most profitable.

Generally speaking, the importations into Canada are from the lower grades

of Big Vein with a small percentage of Red Vein, the importers doubtless
* believing that the loss they have to take on degradation_is_compensated by -the
¢ difference in price they pay at the mines. At the present moment this is also
, due to the fact that the development of the blower furnaces has resulted in an

increasing demand for the smaller sizes, for which previously there was no

market, while the European market favours the larger sizes for which they-are

willing to pay a substantial premium.

323029
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For example, the South Wales Coal Anaual of 1936 shows that the average
price for 1935 of best grades cobbles and French nuts was 42/3} per gross ton
f.0.b. Swansea, while the average price paid by Canadian importers was slightly
under 30/-. A difference of approximately $2.70 per short ton.

An analysis of the importations into Canada for 1935 shows that of domestic
sizes, none of the primes and bests were imperted; all importations were seconds
and thirds. 1In the peas and small sizes, approximately 40 per cent were primes
and bests, and 60 percent were seconds and thirds. The value of the small sizes
from the primes and bests would, of course, not be greater than those from
seconds and thirds, as there would be no further losses due to degradation.

As previously stated, the major difference is one of friability and consequent,
degradation. The effect of this will be pointed out under “Wholesale Prices in
‘Canada”, :

The difference in value between the primes and firsts, and seconds and thirds,
is also apparent when the retail prices in London, England, are considered. In
1936, domestic size anthracite (primes and firsts), were selling in London for
71/- to 72/- a long ton or, approximately $16.00 a short ton. This was $3.00
more than the retail price in the City of Montreal for the seconds and thirds
which are imported into Canada. This difference is partially - accounied for by
the high rail freight rates to London as compared with ocean rates to Montreal
(12/- London, 7/- to Montreal), uncconomical distribution, and the absence of
degradation in the home market.

Your Commission has had no aceess to accurate figures of costs of pro-
duction of anthracite in Wales, but it is generally known that coal-mining has
‘mot been a profitable industry for many years. While Amalagamated Anthacite
Collicries has had better income statements then some, it has paid no common
dividends in the past eight years, and its preferred dividends are heavily in
arrears. Your Commission has no figures bearing on prices charged to buyers
in other countries in comparison with those charged to Canadian importers,
but it will be reealled that the contract between British Coal Corporation and
Amalgamated Collieries stipulates that the prices “shall not be higher than the
average f.o.b. price A.A.C. is obtaining on the Swansea market. .. for similar
coals” (Exhibit 11). Your Commission has no reason to believe that Canadian
importers are paying unreasonable or excessive prices for their coal.

An analysis of the prices paid for Welsh anthracite by the various importers
shows in certain years a remarkable variation. In 1933 the British Coal Cor-
poration purchased T. T. Pascoe anthracite through the F. P. Weaver Company
and Hartt and Adair at 5/- and 6/- per ton respectively, more than they were
paying Amalgamated Collicrics, 1In 1934 this situation was reversed, Amal-
gamated obtaining 2/6 and 3/- more from the British Coal Corporation than
T. T. Pascoe Company from F. P. Weaver Company and Hartt and Adair for
Welsh cobbles. In 1935-36 these differences completely disappeared. Whether
the figures for 1933 have any relation to the agreement by which T. T, Pascoe
Comany refrained from sending German anthracite into Canada, is impossible
for us to determine. In the table on page 74 will be found the detail of items
entering in the price. -

An examination of the contract prices being paid for overseas anthracite by
the various importers reveals keen price competition between the several
exporting countries. . The following table gives the range of -prices being paid by

Canadian importers, c.i.f. Montreal,
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RANCE OF PRICES PAID BY IMPORTERS OF ANTHRACITE SFEASON OF I.DQQ
{In shillings per gross ton, c.i.l. Montreal) i

From all Countries Welsh Oknly German Only
High I Low

Cobbles..... . : 35/4 33/
French Nuts :

Small Peas.................

2
Peas and Grains mixéd 19/~ J a 24/10}

No one company pays the lowest prices in all sizes, and no one company
pays the highest prices in all sizes. If the names of the companies paying the
lowest and highest prices in each size were given, it would be found that the
names of five different companies would appear in the low column and nine
different companies in the high column. In other words, most of the importers
are paying higher than the average on some grades and sizes and lower than
the average on other grades and sizes. ' o

It should be added that the variations are not entirely pure variations in
price; there are quality grades in the same country and as between countries.
Variations in quality are not, however, of sufficient importance to result in
different prices to the ultimate consumer. A further point to be noted in studying
the above table is that a sharp break in the price of German coal occurred after
some Canadian importers had signed contracts for the season and before others
had made their purchases. A final clement in these price variations is that

exporters vary prices slightly according to th(:1 (Proportions of various sizes pur-
i

chased, i.e. an importer, by agreeing to take additional tonnage of domestic sizes
may be given a small price concession on either the domestic sizes or the buck-
wheats. : .
Before the application of the blower furnace to household use, the blower
sizes were only worth on the market the price of steam coal and were sold, largely
for industrial uses, in competition with bituminous coal. The introduction of
the blower furnace into houschold use completely reversed the situation. The
problem lately has been to secure enough coal of the blower sizes to meet the
requirements of the Canadian market. The result has been an increase in the
price of the blower sizes and a consequent fall in the price of the domestic sizes,
An example will serve our present purpose.

The costs of cobbles and buckwheat No. 1, c.i.f. Montreal (that is, alongside
dock, before unloading, and before allowing for degradation) in the years 1930
to 1936 have been as follows:

1930 1931 1933
$ cts. | & cta

8 32 738
5741 521

PERcENTAGE CHANGES (1030=100)

83
88
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" The course of Montreal wholesale prices (ex dock less cash Jiscount) shows
a still more divergent trend.

— 1930 1931 1032 1033 1934 1935 1936
$ ctsa] § cts] § cta] & cts] § .cts $ cts 3 cts.
Cobbles.... ... 13 00 12 70 1175 12 00 12 25 11 25 10 25
Buckwheats................. § 00 790 785 755 8 30 8 40 8 05
Prreestace Craxces (1930=100)
Cobbles. ..o an 100 98 90 92 94 87 79
Buckwheats................. 100 99 04 o 104 105 101

The differcnce in the price trends of cobbles and buckwheats has been
very marked in the past ten years. Buckwheats, which at one time presented a
very serious problem of disposition to the producer, arc now difficult to secure
in the quantities required. The development of the small blower furnace had,
until recently, tended to produce a nice balance in the Welsh industry. The
English and the European markets demanded domestic sizes almost exclusivly,
and the Canadian and New England markets took a large proportion of buck-
wheats. The two types of demand fitted together very neatly.

A numnber of factors have contributed to the disturbance of this balance,
and since 1934 the technical problems presented by the relative demands for
the two sizes have become progressively more difficult. Canadian demand for
buckwheats has continued to inerease, as the following figures repeated from the .
table on page 13 show: :

DOMESTIC CONSUMPTION OF BLOWER SIZES OF ANTHRACITE AS A PERCENTAGE
O TOTAL SOLID FUELS USED FOR TI'OMESTIC HEATING

1926 1929 1932 1935

N

1

Quebee. .o o e
ORATIO .. e

]

-6 37.0
-2 12-0

7
7

"1

|
I
-7| 2
3
i

Not only has Canadian demand increased rapidly, but with the spread of
central heating in England an English demand has developed for buckwheat
sizes. The real problem, however, has arisen out of the drastic decline in the
European demand for Welsh domestic sizes. - High tariffs and low quotas in many
Furopean countries seriously affected sales. Further, in 1935 the application of
limited cconomic sanctions practically destroyed a large trade with Italy; and
in 1936 the Spanish troubles almost climinated another important market for
domestic sizes. The Welsh producers have thus found the old position completely
reversed. Ter or fifteen years ago the small sizes tended to pile up on the banks
difficult to sell; of late, the domestic sizes have been piling up. Obviously one
size cannot be produced without the other, and the proportion of each size
produced cannoi be easily or ecconomically changed. The result on prices:-is
clear; a downward trend in cobbles, and an upward trend in buckwheats.

Welsh producers, and Canadian importers, have installed machinery for

"breaking large coal so as to produce a larger proportion of buckwheats, but

beyond a very limited increase, the costs of -thus manufacturing buckwheat
sizes have proved to be too l}igh.’ _The Welsh exporters have tried gto ease their
immediate problem by refusing to sell buckwheats unless the importer agrees
to take a certain proportion, often an equal amount, of domestic sizes. But
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the immediate result of this has been to send the Canadian buyers to Germany,
Belgium and Indo-China. _ :

The inevitable result of such a major shift in demand must be to force a
rearrangement of the two sets of prices. There are not separate costs for
producing cobbles and for producing buckwheats. The two are joint products
of a single process. The Welsh producer in the long run must cover his costs -
from his total sales realization, and the price of each of the joint products
will be determined by the relative strengths of the several demands. -

(b) Wholesale Prices in Canada:

An effort was made to determine the basis on which the importing companies
fixed the price to the dealers. : :

Montreals

The following are the items which enter into the establishment of wholesale
costs in Montreal:
(1) Exporter’s price c.i.f. Montreal;
(2) Cost of sterling;
(3) Customs duties;
(4) Harbour dues:
(5) Dock rental;
(6) Handling (discharging and screening) ;
(7) Loss irom breakage—degradation;
(8) Selling, administrative and genera‘ overhead costs.

(1) Exporters Price c.if. Montrea.—\We have already discussed the
variations of c.if. costs Montreal. Afier considering the other items an appli-
cation will be made to specific cases. :

(2) Cost of Sterling.—Importers contract to buy coal at certain prices in
shillings, ci.f. Montreal.” The cost in Canadian dollars, therefore, depends on
the rate of sterling exchange. The following table gives the variations in ster-
ling exchange for the years 1932-36:

STERLING QUOTATIONS AT MONTREAL, 1032-1036
(Monthly Averages)

— 1632 1033 1934 1935 1936

$ $ $ $ $
JROUAEY o e 4.028 3-847 5-070 4-887 4-966
February... ... il 3-959 4099 5-078 4-883 4-094
March. ... . 4-004 4-134 5-107 4-825 4.078
APril. e 4-173 4-234 3-148 4-862 4967
May s 4157 4408 5:100 4.935 4-980
JuRe........ s 4-203 4015 5013 4-943 5:033
July. o e 4087 4-031 4-985 4-967 5-027
AUgust..ovoivine o e, 3.075 £-787 4-951 4-993 5:027

beroooooo i i e 3-847 4-839 4-885 4.970 5-037 -

(s)ecl:})el:onrer ................ U 3-723 4-787 4-843 4:078 4-897
November.................... e 3760 5-082 4.872 4.978 4883
December.............. ... ... 3.787 5:096 4.887 4976 )..ovnnnnnen,
AVEIAEC. ..ot er it 3.979 4-580 4-993 4-033) 4:973

The actual average cost of sterling to an importer in any given season is
not necessarily the sume as the average rate for the year. In 1933, for example,
at least one importer covered his whole requirements for the year at the rates
prevailing in the spring months. In 1934, 1935 and 1936, however, the average
cost of sterling actually purchased by importers has been within 3 or 4 cents

_of the average annual rate.
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{3) Customs Dutics.—Antiracite coal enters Canada free under the British
Preferential Tariff, but under the Intermediate and General Tariff it is subject
to a duty of 50 cents a ton and to the 3 per cent excise tax on imports. To the
c.if. costs of overseas antlivacite, other than Welsh and Scoteh, there must be
added these charges which amount to between 60 and 65 cents a ton on b 1ck-
wheat sizes, and 70 to 75 cents a ton on domestic sizes. In the case of domestic
sizes these duties are reflected almost exactly in the differences in e.if. prices,
Welsh domestie sizes on the average realizing to the exporter almost oxactl'y
three shillings a ton more than the German. In the small sizes, where there is
a definite shortage of Welsh, the average spread between Welsh and German
c.i.f. prices is only about half the duty and excise.

(4) Harbour Dues.—The harbour dues of 9 cents a ton, payable by all
companies alike, are fixed by the Harbours Board.

{5) Dock Rental.—The charge for dock rental is also made by the Harbours
Board and beyond the control of the companies. It is 10 cents per square foot
per vear. The actual per ton cost will vary with the different companies,
depending upon the turnover during the year. Costs appear to vary between
8 and 12 cents per ton, depending on the quantity handled.

(6) Handling (Discharging and Screening).—The cost of unloading
varies with different companies, depending upon the methods used in doing the
work. Forexamplethe British Coal-Corporation pays the St. Lawrence Steve-
doring Company a fixed rate of 85 cents per ton for unloading, storing (includ-
ing dock rental) and screening. In the case of “larger” coal, which is put
through a breaking process, the charge is 95 cents per ton. This covers all the
anthracite handled for the Canadian Import Company, the F. P. Weaver
Company, and Hartt and Adair. The Scotch Anthracite éompany has its own
equipment for handling, the charge being the actual cost. Other importers use
the equipment of the Harbours Board for unloading, at a cost of $8 per hour
for the machinery and its crew, but to this must be added the cost of the steve-
doring work on board the ship itself. The prevailing rates charged by companies
for unloading only or transhipping for parties other than themselves is between
35 cents and 40 cents. :

(7) Loss from Breakage.—Reference has been made previously in this
Report to the tendency of anthracite to break down to small sizes and dust during
the process of transportation and handling. This process is commonly referred
to as degradation. In the trade, machirery is used for screening the various
sizes out and special names have been assigned to them. The following table,
copied from the 1933 Report, gives the names of the various sizes of Welsh
anthracite as taken from the screens, with the corresponding sizes and names
for Scotch and American anthracite. It is usual to speak of the sizes above
thirteen-sixteenths of an inch as “ Domestic ” sizes, and from thirteen-sixteenths
to three-sixteenths of an inch as “ Blower”” or “ Industrial ” sizes. The differ-
ence in prices for the domestie sizes, either wholesale or retail, is small as they are
of practically equal utility for the purposes for which they are used, the 24”
to 13” size (French Nuts) commanding a small price premiumn.



ANTHRACITE COAL 71
SIZES OF WELSH, SCOTCH AND AME\{H(‘]AN ANTHRACITE AS SCREENED AT
MINES
. Hereens Nereens J
Welsh —osm————————} Heoteh [—-x -—t——i Ametrican ~-»--m—--—
e Through | Over Through | Over Through | Over
“' "_* T _.‘—._'. - » [ _'
Lovge........... oL 6
Chirles. ; 3
Machine made e ’ 3 | Broken..... 4 3
cobbles. ........ 4 2]
Sercened cobblos. s " Cuhbles. 3 2 | Furnace or ogg. 3H{ 111,16
French nuts....... 23 1} | Trebler.. 24 1%
o ] H‘(ovo .......... 1 11/16 13
i’:“;’l:\{l'l:\.xf?: }i 1 | Doubles. 13 1 | Chestnut... ... 1§ 13/16
Beans........ ..., 1 s
Singles. . 1 Pea............ i}
Pous... ... . ... i H Pearls. .. H ; Bf:lc‘-kwho:\t 1316 /16
No.t........ !
Beans. . 3 316 ne o/e s
Peas..... H 3716 | Buckwheat
l' . i / ..
Graine ) | No. 2 (rice). . 5, l? 3/16
Buckwheat
No. 3 (Bar-
fey)...... 3/16 3,32

The following table taken from the 1933 Report (p. 32) gives the names
under which the various sizes of Welsh, Scotch and Ameriean anthracite are
so0ld on the Canadian market:

COMPARABLE SIZES OF WELCH, SCOTCH AND AMERICAN ANTHRACITE A8
RETAILED IN CANADA

(Numes in brackets are of corresponding size in country of origin)

Market

Welsh

Seoteh

American

Montreal and area
served therefrom

Cobbles

V. ench Nuts

oas (Beans)

Buckwheat No. 1 (eas)

Buckwheat Nos. 1 and 2
(Peas and Grains)

Cobbles

Domestic (Trebles)

Peas (singles)

Buckwheat No. 1 (Pearls)
Beans and Peas

Toronto,...........

Cohbles (a mixlurg of
cohbles, French Nuts,

Egg und Stove

Stove

Pea

Buckwheat No. 1
Buckwheat Nos. 1 and 2

Egg. Stove and Chestnut

~tove Nuts, and D’ea-
nuts)

Blower (n mixture of
Beans, Peas and
Girains)

Buckwheat Nos. 1and 2

It will be scen that on the Montreal-market the number of prepared sizes
is greatly in excess to that in Toronto, Welsh anthracite in Montreal being sold
iua six sizes while in Toronto only two are demanded. This is another way of
saying that the Welsh anthracite is much more specifically prepared in Montreal
than in Toronto. .

Degradation is one of the most important items of eost.. This is due to the
difference in price obtainable for the large coal and for the smaller sizes. It is a
very important item in the case of friable coals such as Welsh anthracite. In
the case of Welsh anthracite it is exaggerated too, by the number of handlings
the coal has to be given. It is loaded on cars at the mine to be taken to the
ship by rail, loaded on the ship, subjected to the movement of the ship on the
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voyage, unloaded again with heavy machinery and often transferred from the
front to the back of the dock. If reshipped, either by rail or by water, it receives
two additional handlings,

It is generally estimated that a hundred tons of Welshi cobbles, properly
cleaned at the mine before shipment, will have shrunk to 75 tons of the original
size before delivery to the customer, with the remaining 25 tons of varying small
sizes which have to be sold at a lower price per {on than the cost of the original
cobbles. The loss on the price of the 25 tons, therefore, is an important con-
sideration in fixing the price at which the coal is to be sold.

The amount of degradation on Scoteh .anthracite is said to be a little less
than on Welsh; that on German and Belgian is believed to be about the same
as Welsh; but for these we have no accurate figures. Indo-Chinese coal is said
to be of a substantially harder strueture than Welsh., The Russian contract with
the 1. P. Weaver Company guaranteed a degradation of not more than 11
per cent.  American anthracite is very much the hardest type, and the degrada-
tion on domestic sizes is not more than 5 per cent.

Considerable difficulty was experienced in arriving at a definite estimate of
the losses due to degradation. The value of this item is important as an error
would affect inventories at stock-taking. The only accurate method cf deter-
mining it where accumulated piles are eoncerned would be to sample the coal
for small sizes and measure the pile by engincering methods.

Different importing companies gave estimates of the item varying, for
cobbles, from $1.20 to 22.38 per ton. For huckwheat No. 1, the loss is approx-
imately 20 cents per ton.

A. A, Crawley and Company, accountants for the 1933 investigation, 1n
summarizing their examination of the situation for 1930-31-32 gave the following
estimate of returns for imported cobbles after sereening process is completed:

Cobbles .. .. .. ..o .0 .00 75+12 per cent
Buckwheat No. 1.. .. .. .. .. .. .. . .  '3.3¢4 «
Sereenings .. .. .. .. ... L. 20-43 ¢
Loss.. oo oo oo oo 11
Or from 2,663 pounds of cobbles imported, there were:
Prepared Cobbles .. .. .. .. . ... .. .. .. 2,000 pounds
Buckwheat No. v .. .. .. .. .. .. .. .. .. 89 “
Sereenings .. .. .. .. .. .. .. ... .. 544 “
Loss oo oo oo 30 ¢

On this basis the degradation on cobbles for 1936 amounts to 81.48 per ton.*

~ John D. Baille, President of the Susquehanna Collieries. estimated that of
imported cobbles after the sereening process is completed would yield:

Cobbles .. .. .. .. .. .. ... .. .. .. .. .. .. 72 per cent,

Buckwheat .. .. .. .. ... . 0 000 14 o«

Sereening .. .. .. .. .. ... ... .. ... 14 «
Or, from 2,777 pounds of cobbles imported, there were:

Prepared Cobbles.. .. .. .. .. . .. .. .. .. 2,000 pounds

Buckwheat.. .. .. .. .00 0000 L) g o«

Sereemings .. .. .. .. .. ... .. .. ......, 38 &

. NOTE—(*A. A. Crawley and Company in 1932 stated that the percentages which they gave
in their report on which the above is based were “on the basis of actual experience, details of
the degradation which took place in respect of anthracite discharged at Vulean Dock and
Bickerdike Pier during 1930, 1931 and 19327))
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In the statement of degradation furnished by the British Coal Corporation,
the primary cost was taken as the c.if. cost, plus wharfage and insurance and

handing charges, plus an allowance for shrinkage of 1 per cent. Their estimate
of returns from imported cobbles is—

Cobbles .. .. .. .. .. .. .. .. .. .......... 67percent
Pea.. .. .. .. .. ..., . ............ 4 =«
Buckwheat No. 1.. .. .. .. .. .. .......... 4
Sereenings.. .. .. .. .. .. L L L 25
Or, from 2,985 pounds of cobbles imported—
Prepared Cobbles .. .. .. .. .. .. .. .. .. .. 2000 pounds
Pea .. .. .. .. .. ..o Lo oo 120 “
Buckwheat No ¥.. .. .. .. .. .. .. .. .. .. 120 ¢
Sereenings .. .. .. .. .. .. .. .. .. ...... T4 ¢

On this basis the cost of degradation on imported cobbles for 1936 season
would amount to $2.38 per ton.

In the contract between Hartt and Adair and the St. Lawrence Stevedoring
Company, the Stevedoring Company agrees to deliver to Hartt and Adair 70
tons of cobbles or nuts, 4 tons of Buckwheat No. 1, 4 tons of Buckwheat No. 2,
and 212 tons of Standard Sereenings for cvery 100 tons of cobbles unloaded from
vessels,

In the case of large anthracite brought in and broken down to the sizes
demanded by the consuming public, A. A. Crawley and Company estimated the
percentages of the various sizes obtained as follows:

Cobbles .. .. .. .. .. .. .............. b8:5percent
Pea .. .. .o oo o e e e e e . B3 “
Buckwheat No. 1.. .. .. .. .. .. .. v .. .. 709 “
Buckwheat No. 2.. .. .. .. .. .. .. .. .. .. 179 «“
SCrecnings .. .. vv i i eh e e ee e ... 200720
Loss . .. 0-49

The British Coal Corpzration'’s estimate is as follows:—

Per cent.
Cobbles. . .. o u i e e e e e e e e e BB
Buckwheat No. 1.. .. .. .. .. cv vv v vt or e s 85
Buckwheat No. 2.. .. .. .. ve th vh e e e s 8:5
SCTECRINES. + o oo ve ve e e e e e ee e e e 23075

The British Coal Corporation’s estimate of loss per ton on cobbles derived
from large coal is $1.06 more than an estimate based on the percentages used
by the A. A. Crawley Company. . .

As previously stated, we have no way of checking this item, but eall atten-~
tion to the fact that if the A. A. Crawley Company’s estimate is a correct one,
then the value of the inventory of the anthracite on hand given by the British
Coal Corporation to P, S. Ross and Sons for their audit, is greatly under-stated.
Further, it will be obvious that if this is the case, then the profits of the British
Coal Corporation, as disclosed by its financial statements, and its per ton profits,
as set out on page 77 of this Report, are also understated.

(8) Selling, Administrative and General Overhead Costs.—These cannot
be calculated on a per ton basis for individual sizes of coal. They are, how-
ever, shown on the tables summarizing total operations. They include, of
course, selling and advertising expenses, executive and office salaries, rent, taxes,
insurance, depreciation, legal fees, and many other minor expenses. These must
all be paid out of the importer’s gross margin as shown in the following tables.

3
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BRITISH COAL CORPORATION—MONTREAL -
SCREENED COBBLES FROM  IMPORTED COBULES
(1936)
Price at mine per short tOn. ... ooorore e %5 07
Rail vate to docks, ... . 0o s 2/
Wagon hive ........... e e ]
Dock chavies, weighing, tipping. ete..o.ooonnonio !)1}
Insurance ........... e e, e e, 3 8
deean freight Swansea to Montreal 61 L e [ 153 2 33
8 30
Deduet 260 addvess commission il 20 in Hew of weivhine. ... ..., 0 06
8 24
Degradation
Additional 663 Ibs. of cobbles at 824, .. ... ... ... ... . Leen AR
Deduct proceeds 89" Ihs, buckwheat at 26.07 and 334 lbs. serecnings _
at $350 ... e e 125 148
sNet cost 1 ton cobhles cif. Montveal. ... ..., o 072
Havhowr dues o000 0 o 09
81y
Importer’s margin (anloading, sereening preparation and handling
storage,  selling  costs, wlministration.  coal inxpection,  taxes,
profits, ete) ..., e e, RN e 0 44
Importer’s selling price to dealer. Qctober, 1936................... 10 ?:\
Montreal dealer’s gross margin........ e PP 295
Selling price to cousumer, Montreal. October, 936, ................ $14 00
30 1bs, lost in handling,

*(Based on sterling at 25, For every five cents reduction in cost of sterling deduct eight
cents from c.i.f. cost and add cight cents to importer’s gross manrgin,)

CORELES DEKIVED FROM [ MPORIED LARGE ('OAL

(1936)
Price at mine per shot ton.......o 477
Rail vate to docks... ... 000 11l 2/--
Wagon hive ... T 0
Dock charges. weighing, tipping, ete. ... ... .. e a}
Fnsurance ..o 000 00 e e e 3 0 30
Ocean freight Swansea “to Moutreal. GAVOL oL 133 233
710
Deduct 2¢7 address commission and 297 ju len of weighing., ... .. » 0
- T4
Degradation
Additional 1418 Ibs. large coal at 04, 109
Deduct proceeds 181 Whs. peas at 28.30: 242 Ih<. No. 1 buckwheat at
£6.67: 270 lbs. No. 2 bhuckwheat at $6.08. aud 708 Ihs. screenings 4
at W30 oo, L 3 64 135
*Net cost 1 tun cobbles cilf. Montreal........... Ceeeean e .. ‘ S 39
Harhour dues ... ... . .0 .. [ e i . 0 09
1) . . . 8 48
Importer’s margin (unloading, Screeming. prepavation and handling.
storage, selling  costs, administration, coal inspection,  faxes, .
profits, ete) ... ...l ettt ee e, : 177
Iuporier's selling price to dealer, Montrveal, Octoler, 1936......... 10 ‘;.;
Montreal dealer’s gross nuargin, . ........ et e, e . 275
Sellizg price to consumer, Montreal, October, 1936. .. .. 313 00

“(Based on sterling at $5.
cents from ed.f. cost and add se

For every five cents reduction in cost of

[ X sterling deduct seven
ven cents to importer's gross margin.)
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BRITISH COAL CORPORATION—MONTREAL—Con.
OvERsEas Buckwiieat No, 1

, , . (1936)
Price at mine per short ton............... i i $42
Rail rate to docks, ele...ovoiiei il 0 80
Qeean freight oo e 153 233
L. 6 58
Deduet 2% address commission and 2¢¢ in lien of weighing........ 0 06
6 52
Degradation
Additional 100 1bs. of buckwheat at $6.47 per ton 0 42
Deduct proceeds 100 lbs, of sereenings at &3.30......ooouieen.. ... 017 015
*Net cost 1 ton No. 1 buckwheat cif. Montreal...oooevernrenern.. 8 67
Harbour dues oo ittt et ee e e 009
] . 6 76
huporter's margin (unloading, screening, preparation and handling,
storage, selling costs, administration, coal inspection. taxes.
profits, efe.) .......... et et eaet et et 129
Importer's selling priceé to dealer. October, 1936.........ccvovvn.... 8 05
Montreal dealer's gross margin..........covveiiiininiiiinininnnin. 195
Selling price to_consumer. Montveal, October, 1936.. ... ............. 10 00

Toronto, Quebec and the Maritime Provinces:

In the case of Toronto, for overseas anthracite, there are additional charges
for transference to small draught vessels and for freight from Montreal. In the
ase of interior points, there are the costs of loading onto cars and freight. In
Quebee the conditions are similar to Montreal. On shipments froin Wales to the
.\Im-i}imo Provinces ocean freights are somewhat higher due to the use of smaller
vessels,

The following table shows the prime cost, (that is, the cost alongside dock
before unloading and with no allowance for degradation) the wholesale price and
importer’s gross margin for the British Coal Corporation from 1929 to 1936.
It will be seen from the table that the cost e..f. Montreal of all grades of anthra-
cite are somewhat higher in 1936 than they were in 1935. The wholesale price
for cobbles and French nuts is $1.00 less; for Buckwheats No. 1 and 2, 35 cents
less, and there has been a gradual shrinkage in spread between prime costs and
wholesale prices during 1935-1936.

'

| *(Based on sterling at $3. For every five cents reduction in cost of sterling deduct seven
| cents from c.if. cost and add seven cents to importer’s gross margin.)
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(2) Wholesale .

(1) Prime }’riies (Ix I?):ﬂ;c-rcncc

Rize of coul Costs dock prices ctween

tee aleo (e.id. for Dec. | (1) and (2)

Meontreal) less cash
discounts)
$ cts. § cts. $ ets,

obbles oo 19249 S 4 13 00 4 36
Cobbles.......ooo ool 100 s 56 13 0 T
1931 8 32 12 70 438

1032 733 11 75 4 42

19833 738 12. 00 4 62

1034 § 02 12 25 4 23

1035 8 00 1125 325

1036 8 24 10 25 201

) Muts.. oo e 1629 8 59 13 45 4 86
French Mut<. ... . ... ... e s o he i
1931 832 12 95 4 63-

1432 752 12 00 4 48

1433 738 12 25 4 87

1034 {02 12 50 4 48

1935 S o0 11 50 3 50

1936 824 10 50 2 26

swheat Noo Lo 1029 547 7 50 203
Buckwheat N 1930 5 00 S 60 210
103 L3YE ] 790 216

1032 515 755 2 40

1933 52 755 224

1034 5 05 8 30 2065

1035 5 98 8 40 2 42

1936+ 6 52 8 05 153

Buckwheat No. Yand 2. ... .. .. .. . ... . . .. 1020 521 6 85 164
1930 588 735 177

1931 5 39 725 1 86

1932 485 6 90 205

1933 505 6 90 185

1B7Q 5 48 7 65 217

1035 5 51 795 225

1930 6 14 740 126

* Based on sterling at £5.00. For every 5 cents reduction in sterling deduct 8 cents frgm prime cost
of eabbles and Freach nuts, 7 conts from buckwheat No. 1, and 6 conts rom Buckwheat No. 2,and add
same to gross margin.

The following tables show the 1936 costs per ton of the British Coal Cor-
poration on three types of coal, and additional tables give the summarized results
of operations of the Canadian Import Company at Quebec, the British Coal
Corporation and the Canadian Import Company at Montreal, and the Scotch
Anthracite Company at Montreal.

SUMMARY OF QUEBEC OPERATIONS OF CANADIAN IMPORT COMPAN Y, INCLUDING
DISCHARGING. PREPARATION AND HANDLING AT ACTUAL COST TO ST. LAW.
RENCE STEVEDORING COMPANY, LIMITED

Two Yeans £XpEDp DecEMRER 31, 1035 -

Total tonnnzre. oo 271,002 Net Tons
P Average
per Ton
. §  ets,
Net value of Sales. . 8§ 21
Net cost of sales (mcluding purchases, carryover from previous year, import tax, wharfuge
ducs, unloading, handling and preparation costs, eta)o i 6 84
Grossprofit.... 137
Selling administrative und general CXPENSeS. e P 0 57*
. 0 £0
Provision for bad debts......ooooooii L G 67
Net profit before 3-2ome Tax............oi 073

* Of this item .31 charged for office and executive saluries; ‘This is greatly in excess of charge else-
where. o

R
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SUMMARY OF MONTREAL OPERATIONS OF BRITISH COAL CORPORA N
CANADIAN IMPORT COMPANY, INCLUDING DISCHARGING, 3I§Pi¥:{(l)lNA1“I\OAX{')
AND HANDLING AT ACTUAL COST TO 8T. LAWRENCE STEVEDORING COMPANY,

: LIMITED Total Tonnage
319,062
; 393,794
v 428, 141
! 471,838
330
543,895
487,607
Average per Ton
: 1929 1930 1931 1932 0933-34 1935
$ cts| & cts| $ cts| § cta]l § cta] $ cte.
: Net value of sales........ PETETIRTTI 838 8 55 8§70 8 39 17 v o7
\ Net cost of sales (including purchases,
T carry-over frotu previous year, itnport
: tax, wharlage dues, unloading, hand-
a ling and preparation costs, ete.)...... 7 58 7 87 778 726 6 86 739
! Gross profit....o.ooooviiiii i 0 80 098 092 113 0 91 058
g Selling administrative and general ex- .
1 LT (YT N 024 024 023 023 020 02t
¥ 0 56 074 069 0.90 071 037
g Miscellaneous income (including dis-
: counts, commissions, and insurance
5 FOCOVOIN )t vt ienvenannerneneasnnanes 001 003 005 )..........0 ..o el
3 . i 0 57 077 074 090 07 037
] Miscellaneous charges (including eash
: discount allowed on sales, provision
for bad debts, ete.) ..o oo ool 0 02 004 010 018 004 004
- Net profit before Income Tux........... 0 55 073 0 64 072 067} 033
1

; SUMMARY QOF OPERATIONS OF SCOTCH ANTHRACITYE COAL COMPANY, LIMITED,
1 AND SCOTTISH ANTHRACITY, PRODUCERS’ ASSOCIATION JOINT ACCOUNT
{Years ending April 30th)

Tetal Tonnage

; 193283 o 250,242
4 Y 306,779
s 290,844
y 295,446
!

X Average per ton

1932-43 1933-34 10:34-35 103536
o ¢ ¢ § e & el & e
Net Value of Sales(......] ................... e e G 8 57 S 41 878 8§78
Cost of Rales  (purchases, carry-over, freight, uncading. - -
wharfage, e1€.). . oo o oii i 6 04 718 T 724
Grossprofit........... e e r e e iee e -1 123 143 154
. I’)ocl:nnd Mile End Yard expenses...... vovveoeenn [P 043 035 0 40 033
1Z [(E3 103 121
Selling FXpenses. oo ove.iiresiiiaiiee savararsrareaass aoes 020 021 023 022
130 067 0 80 099
Administrative and General Expenses.c......ocovveeinies vl 022 018 019 019
" : 108 049 0 61 0 80
. i A i X ision fur bad debts,
: Mo e (e s B e, 2 o3| o1s| o1 012
0178 031 0 45 0 68
Miscellaneous InCOMe. .....ueerersncrnereeoesersenss 041 025 025 030
Net Profit before provision for Incume tax..... ........ ceenes 110 0 56 0170 098
Share of Scotch Anthracite Coal Company, 60 per cent....... 0 59 028 035 049
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An effort was made to obtain similar information in regard to costs of
Toronto importers but, owing to the manner in which their accounts have be.cn
kept, it has been found impossible to separate the figures in respect to anthracite
- - (2 2] . L4 s A}
from those relating to other fuels. The following summary of The Milnes Coal
Company, covering all its operations, is, however, available.

SUMMARY OF OPFRATIONS OF THE MILNES COAL COMPAXY, LIMITED, TORONTO,
WHOLESALE AND RETAIL, INCLUDING ANTHRACITE, BITUMINOUS AND COKE
{Years ending April 201h)

Total Tonnage

372,475
298,650
280,503
267,582

Average por Ton

103233 193331 1934-35 193536

§ ctsf & cted 2 ets] & ets,
Net Value of Sales (including commissions received from

Amalramated Collieries on Welsh coal sold in Ontario) . . 1 8% 636 6 83 708
Costof Salos. .. oo 43 5 64 6:0 6 46
Gross Profit. . 0 65 072 063 0 42
Selling Expense. ... o oM 00 0 0S 008
Administrative and General Expense 0.0 016 014 015
Operating Profit. .......... .. ... ... .0 . ... ... 011 047 0 41 0 39
Miscellancous Income.... ... oo [N 002 003 010
Miscellancous Charges. ... ... . ... ... ... .. 010 012 0 06 0 06
Net Profit before Income Tax.................. ... ... ... . . 033 037 038 043

Importer’s Prefits:

Importer’s profits on a per ton basis have been given in the four preceding
tables. It has already been explained that vour Commission did not have its
own accountants to examine these books. The snalyses have been based on the
companies’ own statements as certified by their own auditors.

The auditors for the Canadian Tmport Company, Montreal, in submitting
that statement have explaived that they used the same methods in preparing
their statement as were used by A. A. Crawley and Company, accountants for the
Government in the 1933 investigation, except that in the years 1933 to 1935 a
somiewhat higher percentage of administrative costs have been allocated to
anthracite operations. : :

The profits per ton statement for neither the Quebee nor the Montreal
divisions of the Canadian Import Company include commissions received on
sales of Amalgamated Collieries coal in the Maritime Provinces and Ohtario.
These commissions amounted to $32,000 on 247,000 tons of coal in 1933; $28,000
on 235,000 tons in 1934; and $25,000 on 201,000 tons in 1935. The commissions
received by the Milnes Coal-Company are included in its net value of sales, the
amounts being $25,000 on 148,000 tons of coal in 1933-34 ; $28,000 on 169,000
tons in 1934-35; and $22,000 on 117,000 tons in 1935-36. ..

An examination of the balance sheets and profit and loss accounts of the
importing companies shows that only Canadian Import Company, F. P. Weaver
Company, Scoteh Anthracite Coal Company, and Milnes Coal Company have
made substantial profits in the years under review. Mongeau and: Robert and
Elias Rogers Company have made small profits; Halliday Brothers and S,
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Cunard and Company have made small losses; and Hartt and Adair, very large
losses. These financial statements, of course, include all operations of the com-
panies, not merely anthiacite coal operations!

Your Commission believes it is justified in calling special atiention to the
profits of the St. Liawrence Stevedoring Company. This company has peactically
no commereial risks; it does not buy or sell coal; it merely unloads, preoares and
delivers coal for the companies of the Webster group and, in addition, unloads or
tranships coal and small quantities of other commodities for other occasional
customers. The St. Lawrence Stevedoring Company has outstanding $200,000
of fully paid capital stock; its permanent assets are valued at $146,000; its
accounts receivable (due almost entirely from the British Coal Corporation) are
$470,000; its cash on hand $60,000. In the three years 1933, 1934, and 1935
its net profits were $360,000, $391,000 and $250,000; a total of over $1,000,000,
-or an average of 167 per cent per annum on its paid-up capital stock. In other
words, the rates it charges its own ‘associated companies are grossly out of pro-
portion to its costs of operation and the responcsibilities it assumes.

(¢) Method of Establishing Wholesale Prices:
Mentreal:

Previous to 1932, as shown by the 1933 Report, a definite agreement as to
wholesale prices had been reached between the importing companies in Montreal.
An effort was made to-extend this t include retail prices as well. After the judg-
ment of the Courts declaring such action illegal, all price fixing efforts apparently
ceased. Your Commission made an effort to determine whether any roundabout
method of continuing these practices was in operation. No evidence was found
to show that conferences for the fixing of prices had been held since 1932.
(See Evidence, pp. 180, 287, 394, 440.) At present, theorotically, there appears
to be complete freedom of action. In practice, however, the dominant position
of British Coal Corporation and its associated companies largely determines the
maximum prices for Montreal and the Province of Quebee. Generally speaking,
all the companies importing overseas anthracite await the action of British Coal
Corporation and fix their prices in relation thereto. (Evidence, p. 75.) It is clear
that whatever underselling may occur, the maximum price is that set by British
Coal Corporation. As long as German anthracite was kept out of Canada or its
price c.i.f. Montreal was controlled by T. T. Pascoe Company, the volume of
purchases by the Webster group gave them practically price control.

A new set of circumstances, however, developed in 1936 when the German
cartel made a sharp reduction in its prices and independent importers began to
bring in German and Belgian anthracite at prices considerably below the pre-
vailing prices for Welsh. As a result a definite cut in price below that fixed by
British Coal Corporation was possible. ) o )

It is the usual custom for British Coal Corporation to fix a price in April,
this price holding until midsummer, then-a gradual rise in prices until Decembex":
By referring to the tables on page 84 it will be scen that in 1933 the Aprii
wholesale price for cobbles was $11.00; in August this was.ralsed to $11.25 wgth
a slight increase monthly until in December it was $12.00; in 1934 the May price
was $11.75 and the December $12.25; in 1935 the Aprxl_ price was $10.25 and rose
to $11.25 in December. This plan of seasonal variation has been a custom of
the anthracite trade for nearly forty vears. While thg foregoing applies to
cobbles, the tables will show that such was not t‘he case w1t}1 rqgard to the small
sizes. Taking Buckwheat No. 1 as an illustration—the price in January, 1933,
was $7.55 which remained firm until April, 1934, when there was an increase of
75 cents, which went forward to April, 1935, when there was a further “increase
of 10 cents which continued until April, 1936, when a further increase of 25 cants

f e. 0 .
e lI?la(jSpril, 1936 the announcement of its prices by British Coal _Corpgrat-ut)ln
was promptly followed by eimilar prices being set by other companies, with the
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exception of the Iroquois Fue! and Coal Company, Limited. The British Coal
Corporation issued its first circular on April 14th, fixing its prices, ex-dock, at
$10.25 for cobbles and $8.65 for Buckwheat No. 1. The sccond circular was
issued on May 22, raising the price of cobbles to $10.50 and leaving the Buck-
wheat No. 1 the same price as previously, $8.65. Then, early in June, without
circularizing the trade but giving information to their own dealers through their
salesmen, the price of cobbles was reduced to $10.00 and of Buckwheat No. 1 to
$8.05, this price being made retroactive t¢ May 1. The other companies were
compelled to follow suit. The evidence shows that some of the importers
attempted to carry on at the prices announced on May 22, but soon found it
necessary to meet the British Coal Corporation’s price. Aceording to Mr. Aird’s
evidence, supported by his cost sheets, the price of $10.00 per ton for cobbles
meant a substantial loss per ton. _—
Mr. Lemieux, of Mongeau and Robert, made the following statement:

“Q. Do you consider the prices are more flexible today than they were
in 19337—A. Yes.

“Q. Who ‘has the say-so? Are there any importing companies which
cause the prices to oscillate?—A. There are some importers who are much
more important than we are, and, naturally, we follow their prices rather
than to try to fight them.

“Q. Who are they?—A. Canadian Import, Weaver Coal, Hartt and Adair,
Scoteh Anthracite. .

“Q. Would it be possible for you to fix prices without taking theirs into
account?—A. We certainly couldn't sell dearer than they do.

“Q. Could you scll cheaper?-—A. Not at the moment.

“By Mr. Geoffrion: Q. Why?—A. Their prices are too low.”

(Evidence pp. 518-519)

Om this topic Mr. Forsyth, in his evidence states:

“We ascertained, also from outside sources, that they were proposing
to make a substantial cut,—that a substantial cut was about to be made in
the wholesale prices of certain sizes of coal. Having that information we
had to consider what we had to do about it. We tried to maintain our prices
for, I think, four or five days, but we found we could not do it. Our
customers called us up and told us they were getting lower quotations from .
other people, and it beeame apparent to us if we wanted to hold our business
we had to do something about the price—and we did so0.” -

(Evidence p. 876)
Mzr. John D. Baile, of Susquehanna Collieries, made the following statement
pertinent to the issue: .

“Q. How do you fix prices at the beginning of the season then?—A. We
try to follow the leaders.

“Q. Try to follow the leaders?—A. Yes. X
lead “Q. Who are the leaders?—A. I should say the largest importers are the
eaders.

“Q. And so far as you can say, who are the largest importers?—A. I

. would say British Coal Corporation are, without doubt the largest.
“Q. Who is the leader in Montreal?—A. They are the importers.
Evidence has been given as to their distributors.

“Q. Yes. But do you consider British Coal Corporation is the leader
in Montreal?—A. Undoubtedly, yes.

“Q. So you try to follow the prices determined at the opening of the
ieaspn by British Coal Corporation?—A. Yes, circulars are sent out on their

asis.

“Q. Tn other words, before fixing your prices yc wait until British Coal
Corporation has issued its own circulars.—A. Yes, that is what we do, yes.

“Q. The same policy every year?—A. Yes.”
, (Evidence pp. 343-344)
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The level at which prices will be established depends on a number of factors.
Mr. Forsyth of the Scoteh Anthracite Coal Company describes this process in the
following words: _ .

_.“Q. Now, as to prices. What are the main factors that determine the
raising or lowering of prices?-~A, Well, there are a good many different.
things. In the first place there is always the American price. This is an
important factor. There is, of course, the question of how much you pay
for your coal, how much it costs you to sell it, and there is also the question
of what competitors are asking for their coal. My experience has been that
anybody with substantial quantities of coal and who establishes a price,
nobody can get a higher price than they. )

Q. So that would be the most important factor you have to take into
consideration?—A. I think the price of competitors is a very important

fact, no doubt. (Evidence pp. 869-870)
Quebec: - -
In Quebee, as far as Overseas anthracite is concerned, there is a complete
monopoly. This passed into the hands of the Canadian Import Company when
the interests of R. G. Lane were indirectly acquired by Senator Webster. Lane
and Robitaille have ever since purchased their anthracite in cargo lots from the
(IDanladian Import Company. |, They have become almost exclusively retail
dealers.

As a rule, wholesale prices are higher in Quebec than in Montreal, but retail
prices are lower. For details see table below and pages 84, 86, 88.

Toronto: :

The way in which wholesale prices are established in Toronto is much the
same as in Montreal. In Toronto the wholesale price for Overseas anthracite
is announced by the F. P, Weaver Company, and the other wholesalers follow
this price. Toronts wholesale prices for Welsh are usually about $1.25 above
Montreal prices, due largely to additional transportation costs. Through freight
rates by small ocean vessels, Swansea to Toronto, are about four shillings ($1.00)
higher than to Montreal. If the coal is transhipped from large ocean to small
lake vessels at Montreal the cost is 35 to 40 cents a ton for transhipmént and
60 to 75 cents a ton for freight, or a total extra cost of 95 cents to $1.15. The
rail freight from Montreal to Toronto is $1.50 a ton. .

American anthracite is a much more important competitive factor in Toronto
than in Montreal. In Toronto Welsh anthracite still commands a premium of
50 cents to $1.00 a ton over American, in spite of the fact that the retailer’s gross
margin is much smaller for Welsh.

So far as retail prices in Toronto are concerned—to which we will refer later
—ithe price announced by the Milnes Coal Company for Overseas arthracite
is the ruling price, and for American anthracite the price leader is the Elias
Rogers Company.

WHOLESALE PRICES (LESS CASH DISCOUNT), YfEBEC. MONTREAL AND TORONTO
e ! (‘IN DECEMBER EACH YEAR 1930-1936

— 1930 19031 1932 19033 1934 1035 1036

‘heat (W 3. e 7751 775) "725] 8501 85| 85| 825
Buckwheat ( etsmﬁlﬁergal ............... sool 7900| 78| 78| 830| 840 8¢5
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A comparison of the wholesale prices in Quebec, Montreal and Toronto
suggests the following comments:

The spreads between Montreal and Toronto prices for Welsh conform fairly
consistently to the additional transportation costs m\{olved. Toronto, however,
did not get the benefit of the Montreal fall in prices in 1935, nor of the further
decline in 1936. On the whole, Welsh anthracite in Montreal, especially in the
blower sizes, is cleaner and better prepared than in Toronto. On t}_le basis of
importer’s gross margins there is nc excuse for this difference in quality.

There scems to be no reason, except the absence of cqmpetition, to account
for the persistently higher prices in Quebec as compared with Montreal.

The generally downward trend in wholesale prices in Montreal since 1933,
in the face of a rise of 25 per cent in the price of sterling deserves special notice.
The Montreal importer’s gross margin as a percentage of his c.i.f. costs has been
as follows:

_— 1930 1931 1932 1033 1034 1035 1936

p.c. p.c. p.c. p.c. p.c. p.c. p.c.
Cobbles.. ... ... ..o 17 53] 60 63 53 41 24
Buckwheat....................... 36 38 47 45 47 40 23

Your Commission cannot escape the conclusion that the significant change
in the trend of these margins after 1933 was in large measure due to the inquiry
made under the Combines Investigation Act in 1933, the subsequent criminal
prosccutions, and the salutary publicity which these proceedings received.

(d) Method of Establishing Retail Prices:
Montreal:

In the 1933 Report it will be found that between the years 1930 and 1932
efforts were made to establish a retail price by agreement between the importers
and an association of retail dealers. The penalty for failure to observe these
prices was the refusal of supplies by wholesalers and importers. Because the
importers were advised by counse! that it would be clearly illegal to impose such
penalties, apparently no action of this sort was taken. It was found that without
the imposition of penalties the retail dealers could not be kept in line. No
evidence has been submitted to your Commission that any similar action has
been taken since 1932. Companies doing only wholesale business declared
positively that they did not seek to influence retail prices. This was left entirely
to the dealers themselves. (Evidence p. 173; p. 1399.) This applied even to
their own subsidiaries. This, of course, could not apply to companies doing
both wholesale and retail business. .

Apparently the modus operandi for the establishment of retail prices is
similar to that of wholesale prices, namely, in the spring some of the large
retailers publish a price list. That price list establishes the maximum price that
can be obtained for antbraci‘e of a similar quality. Other dealers follow suit,
generally fixing the same price. Such prices, however, merely fix the maximum
that can obtain for coal of similar quality. Apparently the actual price at which
the consumer purchases cosl may lie anywhere between this maximum and the
amount the dealer paid for. tlie coal plus cartage.

The tables on page 84 show the prices circularized to the trade, wholesale
and retail, month by month from January, 1933 to June, 1936. This table can
be read in connection with Table 8, page 53 of the 1933 Report.
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Quebect 7

In Quebec the dominant company in retail, as in wholesale, is the Canadian
Import Company. All dealers in both overseas and American anthracite pur-
chase their supplies from the Canadian Import Company which company, in
addition to its wholesale business, does at least one-third of the retail trade.
Both wholesale and retail prices, thercfore, are subject to the control of the
Canadian Import Company in Quebec. :

The Dominion Bureau of Statistics shows 51,888 tons of American anthracite
imported for the two years ending December 31, 1935, and the Canadian Import

Corp]()inny shows sales of 49,215 tons of American anthracite during the same
period.

As might be expected, the variation in price over a period of years, as well
as during any given year, shows little fluctuation. The margin of profit to the
retailer on both Welsh cobbles and American stove, is also nearly constant.
The table on page 88 shows that the retailer’s margin has been from $2.00 to
$2.25 since 1932, except for one month, May, 1936, when it was $1.50 for a short
time.  On Welsh buckwheats the margin has been uniformly smaller, and shows
greater variation, the variation being from $1.75 in 1933 to $1.00 in 1936, the
average over the whole period being approximately $1.50.

The table on page 88 shows the comparative cost and prices of Welsh and
American anthracite.

Toronto:

The method of establishing retail prices in Toronto is similar to that in
Montreal. The Milnes Coal Comj:any, one of the largest importers and one of
the largest retail dealers in Toront, sets the retail price for Welsh anthracite.
The Elias Rogers Company sets ‘he retail price for American anthracite.

The prices set by these two companies are maximum prices.
¢ price v Evidence pp. 2627-2631.)

The tables on pages 90 and 91 show the wholesale and retail prices, month
by month from 1933 to June, 1936, for both Welsh and American anthracite.

Tt will be noted that while Welsh anthracite brings a substantial premium
over American, the margins of profit to the retailer are much greater in the
latter case. This is one of the reasons why retailers in Toronto prefer to sell
American anthraeite. and make a special effort so to do although the demand
for Welsh is increasing. ,

Ottawa:

The wholesale and retail prices prevailing in Ottawa, month by month,
from January 1933 to June 1936, will be found in the tables on pages 92, 93.
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RETAILERS ANTHRACITE COST'i‘

(Costs and Prices on Cash Bagis)

ROYAL COMMISSION

. CIRCULAR RETAIL PRICES AND MARGINS AT
ORONTO, 1933-1036
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RETAILERS' ANTHRACITE COSTS, CIRCULAR RETAIL PRICES AND 3 NS
TORONTO, 1033-1036 ND MARGINS AT

WeLsH “Brower" «Np AMERICAN BuckwhEear No. 1
(Costs and Prices on Cash Basis) -
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%4 ROYAL COMMISSION

General Comments on Relaflers’ Position:

It would appear from the evidence submitted to your Commission, that
-sclling at prices below the list price is a common practice for cash sales. Your
Commission had no way of determining the extent of such price variation with-
out going exhaustively into the retail trade in a number of the more impor-
tant eentres of the country. But, in any case, price competition, unless accom-
panied by fraud, can be presumed to operate in the interest of the consumer.

Two methods of cutting prices were biiterly complained of in both Mont-
real and Toronto. One was group selling. By group selling is meant that a.
dealer contracts to supply coal to-a large company at a certain price agrees
at the same time to supply all its employees with coal for their domestic use
at a special price. In many cases the company tukes the responsibility for
payment for the coal supplied its employees, and thus relieves the dealer of
much book-keeping and the risk of bad debts. This latter fact was given as a
justification for the speeial prices. The argument presented by certain dealers
against the practice was that the price was originally fixed on a fairly narrow
margin so that any advantage given to one set of consumers had to be offset
by an increasad price to another set, with the result that one portion of the
community was being made to pay for the benefit of the other.

That group selling is of long standing in the coal trade is illustrated by
the following extract from a letter which was found in a desk in Osgoode Hall,
Toronto, during the sessions of your Commission. The letter is dated Toronto,
September 16, 1890, and 'is signed by an official of one of the Provincial
Departments:

“Our contract prices for fuel this year are $5.25 per ton for coal of
any kind or size; $4.90 per cord for hardwood; $2.76 for pine wood; and
81 per hundred bundles- of kindling wood. The nontractor— 1l supply
Departmental officers and employees at thesc prices, for payment on

delivery. Have the goodness to make this known to your staff.”

Group buyirg of the kind described above and also through * consumers’
clubs ” is a common practice in many lines of trade. Not infrequently it has
proved to be a first step toward a sound consumers’ co-operative movement, |
and as such should certainly not be impeded by adverse legislation.

Another common grievance among retailers is the existence of persons
known in the trade as “snow birds,” that is, persons who are not regularly
or continuously in the coal business, with permanent offices, yards and equip-
ment, bat who appear each winter, canvassing for orders from door to door,
and delivering the coal with a truck which they happen_to own or rent. The
prices charged by such perggns are usually considerably below the ordinary
retail price. P& ’

In earlier years when cities depended entirely on American coal, the
dealers’ yards with their sidings, trestles and silos, were a necessary part of
the distributing organization. But in Quebéc and Montreal, and to a lesser
degree in most other cities served by water transportation, this old organiza-
tion of the trade is disappearing. .In Montreal the great bulk of the coal
arrives by water and is stored in great piles on the water front. The -dealer
now requires little more than an office and a selling and delivery organization.
Orders are taken for one ton or twenty tons, the dealer’s truck goes down to
the dock, loads the coal and delivers it, direct to the customer.

In the period of transition from the cld to the new system dealers, with

—their considerable capital investment, have struggled bitterly to retain the old

organisation and their old price margins. They have tried collective agree-
ments on prices, and they have invoked municipal authority to retain the old
structural framework of the trade. In Quebec and Montreal the old system
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has broken down; it has lost the struggle, though, of course, parts of the old
organization still function. In Toronto the issue is now beiny olearly joined.

The Montreal system of distribution through dealers rireotly from the
docks is clearly the more efficient way of distributing overseas coal in cities
served by water transportation. "In Toronto, the ‘greater imgortance of Ameri-
can coal arriving by rail makes the situation a little more complex. But there
seems to be no good reason why there should be discrimination against over-
seas coal by compelling a dealer to deliver it through his own yard. While
legislative intervention can delay and obstruct technological change, its usual
result is only to prolong and increase the difficultics of the transitional period
and yet serve no useful end for the consumer.

A further broad justification for the existence of the * snow bird” lies in
the great seasonal variation in employment, especially in ports where naviga-
tion ceases during the winter months. Many truckers and carters are employed

“during the season of navigation in and around the docks. It appears unneces-
sarily wasteful to forbid these men and this equipment to engage in the dis-
tribution of coal during the season of closed navigation, especially since this
season coincides with the peak load in the coal trade.

_ It must be recognized, however, that the increase in the number of per-
sons who venture temporarily or seasonally into the coal business creates
- possibilities of grave abuses. -‘These men and their trucks often carry no marks
of identification, and-thus cannot easily be held responsibie for such frauds as
short-weighting, substitution, mixing, incorrect description of grades, ete. The
remedy appears to lie in the strict enforcement of adequate regulations for the
protection of consumers. These should include enforced public weighing, rigid
ingpection and checking of delivery slips, proper identification of trucks and
men, and an appropriate, but not prohibitive licence fee.  Any municipality
has the power and ought to have the competence to enact and enforce such -
regulations.

It has been urged that the collapse of the old system of coal distribution
has strengthened the economic position of the importers as a class. But the
increase in the average size and strength of importers is, up to a certain
point; an inevitable consequence of the shift in demand to overseas coal. Their
strength, moreover, cannot be curbed by compelling retail distributors to acquire
and maintain economically unnccessary capital equipment. The protection
of the public against the increased size and strength of the average importer
lies in the prevention of combination between groups of importers.

Retail dealers have further complained that they are under a great dis-
advantage in competing with the importers and wholesale dealers who also do
a retail business. ‘The importer who also does a retail trade is obviously
in & position of advantage from a purchasing point of view. From a sales point
of view doubtless he would also be in an advantageous position in dealing with
large orders such as apartment houses and industrial organizations, while the
ordinary retailer is generally in a better position to securs the business of the
mass of individual consumers. This is part of the larger problem of the changes
in methods of distribution, and regulation would be difficult even if regulation
were deemed expedient. ‘ . )

Another common practice with regard to prices in Mpntreal which applies
to both wholesale and retail prices, is to publish opening prices in the spring at a
lower rate, with a notice of a definite rise toward the end of the season. In

retail prie e maximum as between the spring and the autumn is about $1. -~

The reason given for this practice is that the lower price in the summer is fixed
in order to encourage: customers to fill their cellars, leaving the dock space avail-
able for the storage of winter supplies. The higher price in the autumn and
winter is to offset the extra cost of handlinf the coal at that time of year, and
to pay for the extra storage. The reason given scems to be an adequate one
for the practice.
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Certain types of advertising used in the coal trade seem to your Commission
to be reprehensible, that is, the use of special names, in order to avoid an exact
statement as to quality, and which at times are definitely misleading to the
consumer. The following will serve as illustrations: dry steam coal is sold as
*Welsh Blower”; Dufferyn-Aberdare, a dry steam coal, sold as “ Hi-Heat”; a
mixture of Welsh and German anthracites sold as “ Weaver Anthracite ” or as
“ British Coal Corporation Genuine Anthracite ” in order to avoid stating that
German coal was mixed with Welsh; a mixture of dry steam and anthracite sold
as “ anthracite.” Your Commission found that a great deal of mixed German
and’ Welsh anthracite was sold both in Montreal and in Toronto during the
winter of 1935-36 ‘as “ genuine Welsh anthracite.”

Your Commission was informed that this kind of advertising was being
watched by the Better Business Bureaux in the Cities of Montreal and Toronto.
In one test case, however, where the consumer had ordered and paid for Welsh
anthracite and had received bituminous coal, a prosccution launched by the
Better Business Bureau failed because the delivery slip merely read ¢ Welsh.”

The following table compares the retailer’s gross margins on various types
of coal in Montreal, Toronto,-Ottawa and Quebee for the winter seasons 1931-
32 to 1936-37. (Figures for the years_back to 1928 will be found in the 1933
Report, page 50). ’

. . . 31~ 032- - 34- - Nov,
e | e | oswe || e e | | v
"8 cts| $ cts] $ cts] $ cts] $ cts]| $ cta.
Montreal...... Welsh........... Cobbles......... ... 380 2175 2 50 300| 275 300
Seoteh. ... Cohble. . ...} 380 275 2 50 300 275 3 00
American. . ... ~L|8tove........ TRTTETS 3 52 274 2 52 3 64 2 24 2 50
Welsh........... Buckwheat No.1...| 2 60 270 145 105 185 145
American....... “ No.1...]| 240 2 43 159 216 177 160
Toronto....... Welsh........... Cobbles............ 255 205] 200] 28] 22| 200
. American....... Stove............... 309 2 54 3.06 33t 315 2 91
Welsh........... “Blower"........... 220 2 80 2 00 150 180 1175
American. ... .. L] 281 2 54 2 82 2 82 2 67 2 67
Ottawa. ... ... Welsh........... 385 365 3 80 3 50 37 3 50
Seoteh..... ... 385 365 3 50 3 50 375 3 80
American. ... ... 3 50 3 52 329 330 29 2 96
\}'olsh ........... Buckwheat No. 1... 340 3 30 2 80 3= 325 3 35
bmtcl_\.......... “ No.t..{ 3230 3 30 2 80 3E0) 225 - 335
American....... “ No.i... 324 299 2 82 333 3 33 333
Quebee. ....... Welsh........... Cobibles............ 225 225 2 00 2 00 2 00 2 00
~ |American.......{Stove.............,. 200 225 175 2 00 2 00 2 00
Welsh...........|Buckwheat......... 225 175 150 150 100 105

The figures suggest the following comments: (a) The general trend of
retailers’ margins, except in the City of Ottawa, is unmistakably downward, the
average decline from 1931 to 1936 being about 80 cents,

(b) The comparative spreads between Welsh and American are important,
beeause the dealer has a considerable influence over the choice that the consumer
makes, and he will naturally tend to push the sale of the coal which gives him the
better margin. In Montreal, Welsh and Scotch cobbles give the dealer 50
cents’ greater margin that does American, and the costs of handling American
are probably only a very little less than the costs of handling Welsh. It is
natural that the Montreal dealer should lose interest in pushing American sales.
The contrary situation exists in Toronto. There the dealer has nearly a dollar _
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extra margin on American. Sentiment in the retail trade is very hostile;
not to Welsh anthracite, but to the way in which it feels the importer-retailer
group have kept wholesale prices up and the retailer’s margin down.

(c) The retailer’s spread in Ottawa cannot escape comment. The margin
on every grade, except American stove, is from 50 cents to $2 greater than in
any of the other three cities. The absence of waterfront piles from which to
draw coal, and a certain amount of additional degradation might justify a small
additional spread, but certainly not the extra spread of $1.60-$1.90 on. Welsh
buckwheat, for example,

(d) The retailer’s margin in Quebec deserves comment for the opposite
reason. It has already been remarked that the absence of competition in Quebec
has produced a consistently higher wholesale price in that City. The present
table shows that in the presence of the dominant importing-retailing position of
the Canadian Import Company, the retailer’s margin has been reduced to very
narrow limits. Nearly half the domestic fuel sold in Quebee is blower sizes
of anthracite, on which the deal>r has for the past cighteci months reccived a
gross margin of $1 a ton. On this basis the Quebec retailer can be little more
than a cartage agent for the Canadian Import Company.

{e) What the retailer’s margin ought to be is not the function of your
Commission, or of the government to decide. Several Toronto dealers stated
that an average gross margin of $2.50 would be satisfactory. If that is a fair
estimate, then the Ottawa margins are unnecessarily high. In Montreal and -
Quebee where a less expensive system of distribution is in operation, a lower
margin than $2.50 would be indicated.

(3) Quality:
Evidence as to the quality of the anthracite being sold to thc Canadion

consumer was collected from three souices:

(a) Source of coal by mines; . :
(b) Study of analyses filed by importers and dealers;
(¢) Oral evidence.

(a) Source of Coal by Mines:

In a previous scction we referred to the fact that of the four grades of Welsh
anthracite—primes, bests, seconds and thirds—only seconds and thirds are
imported into Canada. From information available, it is estimated that approxi-
mately 68 per cent of the anthracite produced by the Amalgamated Collieries is
primes and bests; approximately 28 per.cent is seconds and thirds, and approxi-
mately 4 per cent is Red Vein. It is from this 28 per cent that all cobbles coming -
into Canada are drawn. ‘The small sizes are a mixture of the screenings from
primes and bests and the screcnings from seconds and thirds, as there is no
difference in value in the screenings from the different grades.

The same information indicates that approximately 37 per cent of the
anthracite produced by independent collicries is primes and bests, and 47 per cent
seconds and thirds and approximately 16 per cent Red Vein. It is from the 47
per cent of seconds and thirds that supplies to Canada from the independent
collieries are drawn. -Of the Red Vein produced by Amalgamated Collieries,
only experimental cargoes have been imported into .anada. A small percentage
- of Red Vein is imported from the independent collieries..

The above facts are a justification for the statement made by Amalgamated -
Collieries that they have secured most of the high grade mines in Weles as they
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have 80 per cent of the mines producing primes and bests as against 20 per
cent by the independent. collicries, The independent collievies in addition control
two-thirds of the mines producing Red Vein.

Of the cobbles produced by Amalgamated Collicries from the mines pro-

ducing scconds and thirds in 1934, approximately 70 per cent was shipped to
_Canada and also a tonnage cqual to its total production of .smalls of the same

grades. S

In the same year the independent collieries shipped, in cobbles, about 26
per cent of their production of seconds and thirds, and a tonnage equivalent to
approximately two-thirds of seconds and thirds in small sizes.

In 1935 Amalgamated Collicries shipped to Canada slightly under 50 per
cent of its production of scconds and thirds and, in small sizes a tonnage
equivalent to their total production of smalls from seconds and thirds. In the
same year the shipments of cobbles from independent collieries inereased from
25 per cent to 40 per cent, and practically their total production of smalls,

On page 66 of this report will be found a discussion of the values of these
various groups as shown by the prices obtaining in Great Britain, In 1935 the
best grades of cobbles and French nuts brought a price of $2.70, f.0.b. Swansea,
greater than the average price paid by Canadian jmporters. In 1936 these
higher grades were selling in London, England, for approximately $16—that is
$3 more than the retail price in the city of Montreal for the seconds and thirds
imported into Canada. Also, as previously stated, the difference is largely one
of friability snd not in the chemica: content of the coal as shown by chemical
analysis.

(1) Study of Analyses filed by Importers and Dealers:

Files of analyses of imported coal were obtained from Canadian Import
Company, Susquehanna Collieries, Iroquois Fuel Company, Elias Rogers Com-
pany, I, P. Weaver Coal Company (Toronto office), Co-opérative Catholique,
Mongeau and Robert, and the Scotch Anthracite Coal Company.

© Of the companies submitting files, only the Scotch Anthracite Company
makes regular analyses of cach grade of coal in each cargo received. The other
companies appear to make analyses only when & new Kind of coal is being
received, or when complaint is made, or for information for salesmen. Altogether
83}arlxaly§es of Welsh anthracite, 114 of Scotch and 61 of other kinds have been
tabulated.

The following table gives the results of these tabulations in the form of the
median average for each characteristic in each type of coal, as well as the inter-
quartile range of each characteristic. The latter gives some indication of the
variability of cach class, i.c. half the recorded cases will fall within the range
defined by the median plus and minus half the interquartile range, a variable
one will have a relatively large interquartile range. '
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ANALYSES OF COAL—-DRY-—-BASIS—~MEDIANS
\ > -
— s{.‘,?,‘,,?é, Volatite | Fhsed | o | sutphur | .U | FRA.
Welsh, Big Vein, Domestic 21 8:3 88-11 3.6 09 14,035
T T T * BloWer. AT TR AR TS0 0.0 T, TE0 T 33
“  Red Vein....... R 15 8-0 87-2 % 4.4 1.4 14,780
Russian............ 1 4-4 91-51 41 1-0 14,785 2350
Belgiaio.oooot coiiiiiiiiiniiann... ] 8.7 8591 68 0.9 14,7 2358
Goerman...........covviiienenaian. 10 8.1 86-2 | 4.9 11 14,550 2246
Indo-Chinese. ... ................. 13 5.6 89-8 | 541 0-7 14,535 2440
Scotch, Domestic.................. 67 68 87:7] 53 0-8 14,278 2630
" Blower. . .ovieii i 47 7-6 8541 711 08 14,010 2755
I’enns?'lvania. Domestie........... 10 56 84-81 96]......... 13,630
¢ lower.............. 7 6.4 804 | 12:8}.......... 3,050
British Dry Steam................ 13 12.3 82-5] 52 11 14,430 246
INTERQUARTILE RANGES
Welsh, Big Vein, Domestic........ J.......... 1.2 2.6 2.2 0-2 430
“ “ Blower...........|..... ... 2.2 2.9 1.4 0-3 374 154
“ RedVein..oooooooaiin oot 1-8 2.4 1.9 0-3 345
Belgian..........ooooeeiviiiinienninn, 0-8 2.91 1.8 0-1 018 160
sGermdn. ..o 1-5 251 16 0-3 <00 145
Indo-Chinese..................... Lol 3.0 351 2.0 0-1 210 597
8Scotch, Domestic..................0L........ 22 2:21 1.7 0-2 528 280
¢ Rlower....ooc e 14 6] 13 0-2 523 145
Pennsylvania, Domestic. ..........|.......... 2:2 18] 06 ].......... 103
“ Blower..............|.......... 25 471 2.8).......... 00
British Dry Steam...... ........|.......... 0-7 2.6 21 0-4 660 207

The ordinary domestic consumer of anthracite is interested primarily in two

characteristics: the heating quality (B.T.U. rating), and ash content.

The

following table presents the foregoing analyses arranged on the basis of B.T.U.

and ash content.

It will be seen at once that the order for B.T.U. and ash

content is the same—that is, the coal with the maximum B.T.U’s has the

minimum ash content.

TENTATIVE RATING OF COALS ACCORDING TO QUALITY

No. of . '
— Samples B.T.U. Ash

! Welsh, Big Vein, Domestic......ooovivevrieiiiiniiareneenen. e 21 14,935 3-6
I . ot ettt et stnetesnasnnsnssasatnornnrsncessasnononnsnan 1 14,785 4-1
Welsh, Red Vein.......ooivieiiiiiiieininnan, 15 14,780 44
Welsh, Big Vein, Buckwheatas.. 47 4,750 50
Belgian... 6 14,785 58
Gernmnan. .. 10 550 49
Indo-Chinese. ... 13 14,535 51
Brith Dry Steam 13 14,430 5.2
Beoteh, Domestic......oo..iviivriiisiesecrisrneriiisresierirsenys 67 14,278 5.3
Scotch, Buckwheats. .. JO S S, 47 14,010 741
I’annsy‘vanin, DI OMIESti. et e i vrrrenrrrirsaeransarsssnss 10 13,630 9.6
Pennsylvania, Buckwheata. . ..ovvuvneeiririerniieereneis PP, 7 ,050 12-5

The above analyses were made on a “ moisture free” basis, The figures,

of course, would be different on an * ash free ” basis. From the

int of view

of the consumer the former is the proper analyses as the presence of an excessive
qluantity of ash reduces the amount of heat available per ton of coal. This is
clearly brought out in the above table. :
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Further, in comparing coal analyses the question of whether the analyses
were made on an “ as received ” or “ ash free” basis is one of great importance,
The tendeney will be for the person dealing in a coal in which the ash content
is high to give an “ash freec” analyses. This, when compared with a coal
analyses on an “as reccived ” basis of course will appear to give the former
coal a place of superiority. This accounts for a good deal of the discussion
which has taken p‘ncc as to the comparative quality of Welsh and American

_anthracite. The_analyses given_ by the American Society of Testing Material

is always on a “ mineral free” basis.

Another characteristic of anthracite which has become of considerable
importance to consumers using forced draft in blower heating systems is the
ash fusion point of the small sizes. A “clinkering corl” is necessary to the
operation of blower systems with stationary grates, snd a coal to “clinker”
satisfactory should have an asiifusion point not higher than about 2,350-2,400
degrees Fahrenheit. Welsh, Russian, Belgian and German are. definitely
clinkering coals; Scotch and the ordinary varietics of Pennsylvania are non-
clinkering. There are two types of Indo-Chinese coal—one definitely clinkering
and the other not. There are also two or three special types of Pennsylvania
anthracite that do clinker.

For only one company was it possible to compare analyses for two different
vears. A study of the Scotch anthracite analyses for 1933 and 1935 yields the

following results:—

SCOTCH NOMUSTIC SIZES

1933 1035
VOIMe. . .oooieiiie o U 694 — 11| 674 — 085
FIRCd CATBION. o v o et o e e s 881 4 — 11 873 + — 0:85
ABN . e e 5:3 4 — 0-85 544 — 08
BT U, 14,203 + — 148 | 14,288 + — 264

SCOTCH BLOWER SIZES

_— 1933 1035
Volatile. ... .c..... i, 784 - 07| 754 — 06
Fived Garlon. ..o 854 + — 0-65 853 + — 08
A e o 8.0 4 — 0.5 7-4 + — 0:65
BT U 14,162 4- — 151 | 13,00 4 — 262

1t will be observed that in the domestic sizes there are no significant differ-
ences between 1933 and 1935 qualities. In the blower sizes, however, some
deterioration of quality can be seen. There is a significant rise in the ash
content, and a significant fall in the B./T.U. rating with a considerable increase
in its variability. This slight deterioration of quality in blower sizes is probably
due to the increasing pressure exerted by Canadian importers on the exporters
to maximize shipments of buckwheat siges.

(¢) Oral Evidence:

There has been a good deal of complaint, especially in the Toronto area,
on the quality of antbracite. These complaints cover several items:

(i) Sizing and preparation;
(ii) Heating quality;
(iii) Mixing,
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(i) Sizing and Preparation.—In Montreal it appears to be a fairly
standard practice among the importers and wholesalers to screen all sizes,
including buckwheats, prior to delivery to customers. In Toronto, the prac-
tice is that the customer gets his blower coal just as it was loaded in the coun-
try of origin, plus all degradation en route and in handling on the Toronto
docks. It foliows that the Toronto consumer will get blower coal that is much
dirtier and containing a much larger proportion of fines and dust than that
usually sold in Montreal. And since coals vary greatly in friability, he will

“"get some lots of coal miuch worse than otliers. Clearly if Welsh anthracite is to
keep its dshare of the Toronto market, its sizing and preparation will have to be
improved.

(ii) Heating Quality.—Complaints as to heating and burning qualities
are due in part to the inadequate preparation of the coal; in part to the fact
that the consumer must learn how ‘o handle it, but also in part to the inherent
variation in quality. Overseas coals are less consistent than standard Penn-
sylvania anthracites. There is, of course, always the possibility that the coal
is not as represented.

(i1)) Mixing.—The claim was made to your Commission by various dealers
that a mixture had been made of Welsh dry steam coal and anthracite and
sold as anthracite, the purpose being to reduce the cost of the blower size coal,

There is no doubt, as the following facts will show, vhat the mixing of
lower-grade coal with standard is practised to some extent, and the consumer
often does not know what he is getting. Some indication muy be inferred from
an examination of the analyses records. Out of 83 samples examined, 6 had
volatile contents varying from 102 per cent to 11:3 per cent. According to
the standard reference works, the volatile of genuine Welsh anthracite should
not go over 9-0 to 9:5 per cent. ’

An examination of the evidence submitted shows the following:

Quebee:

In 1934 the Canadian Import Company in Quebec brought in approxi-
mately 12,000 net tons of Aberdare coal which was sold for-two purposes,—

(1) for domestic use, when 30 per cent of the Aberdare was mixed with
70 per cent of Big Vein anthracite and sold at the prevailing anthracite price.
In this connection Mr. Stobo states “ that dealers were advised of the qualit
of the coal, and that consumers were also informed by circular” (Exhibit
No. 334); .

(2) it was sold unscreened to steam plants as Aberdare, again at about
75 cents less than Anthracite.

In the case of sales for domestic use, an additional profit of approximately
30 cents per ton was made. In the case of the other sales, a reduction of 75
cents was about equivalent to the difference in cost. ;

Montreal:

In Montreal the Canadian Import Company imported approximately
5,000 net tons in 1934. According to the testimony of Mr. Aird, only 118 tons
were sold and that only to special customers for experimental purposes, and
‘they were informed of the nature of the coal. The balance remains unsqld in
the possession of the company. A small purchase was made in 1935 which is
still on the company's docks. .

" In 1034 the Co-operative Catholique des Consommateurs de Combustibles
brought in approximately 7,000 net tons. This was sold directly to churches
and religicus institutions as Welsh buckwheat. Unless these organizations
were speocially informed, there can be no doubt that this coal was purchased
in the belief that it was anthracite. ~ :
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In 1034-35 the Scotch Anthracite Company brought in approximately
67,000 net tons of which about 50 per cent was sold in_the Toronto district,
and the rema;ning 50 per cent in the Montreal district. This coal was sold as
« Welsh Buckwheat No. 1” and “ Welsh Buckwheat Nos, 1 and 2” in the
Montreal market, and as “ Welsh Blower ” in the Toronto market. As it was
sold by a company specializing in anthracite and on the company’s published

rice-list was the only coal that was not anthracite, and as the description
“ Welsh Buckwheat” and “ Welsh Blower ” were those commonly used on the

market to describe small size Welshanthracite, a -purchaser;,-unless-the situa-—— .
tion were specially explained to him, would certainly understand that he was
buying Welsh anthracite. ) .

Mr. Forsyth, when questioned on this point, stated as follows:—

“ Q. But your dealers would expeet, would they not, that it would be
anthracite. because it is sold by the Scoteh Anthracite Company. In your
price list you refer to ¢Scotch’; that is all anthracite—the Scotch—is it
not? The American is all anthracite. Then you come to Welsh, and it is
not all anthracite?—A. I quite agree with you, that with that ambiguity of
expression it leaves it open to a man to be deceived. I quite agree with
that, but T am equally anxious to point out that we made no affirmative
representation that it was so, and that anybody who made inquiry about it
or asked for an analysis of it got a frank, open and full statement of what

3 . fave M
it was, always. (Evidence, pp. 3349-3350.)

Your Commission wishes to state emphatically that it is not satisfied that
the necessary precautions were taken to prevent the consumer from being
deceived in his purchases.

Toronto:

In 1934 the Milnes Coal Company of Toronto brought in approximately
6,000 tons of Craigola nut coal, a dry steam coal. This coal was screened, and
the domestic sizes sold as *“ Milnes British Nut Coal,” at $2 a ton less than the
prevailing anthracite price. The balance, the fines, was mixed with anthracite
blower and sold as anthracite.

In the same year, 1934, Halliday Brothers imported approximately 6,000
tons of dry stcam which was mixed with Welsh anthracite by the exporter.
This coal was sold as Welsh anthracite in the Toronto market at current anthra-
cite prices. Tt may be said that this is the only instance during the years under

- review where a Welsh exporter mixed dry steam and anthracite for the Canadian

market, although, according to the evidence of Mr. Aired Rogers, Amalgamated
Collieries urged Elias Rogers Company to substitute dry steam coal for anthra-
cite blower. Welsh exporters gencrally have refused to ship such a mixture of
the two types as they are jealous of the reputation enjoyed by Welsh anthracite.

In the same year Elias Rogers Coal Company brought in approximatel
3,000 tons of dry steam. After screening, the large sizes werc sold as “ Britisz
Nut " at a price both wholesale and retail of $1 per ton less than the prevailing
anthracite price. The blower sizes were sold as “ British Blower " at 50 cents
less a ton wholesale than the corresponding anthracite sizes, and at the same
price retail. ’ o : :
* In 1935 the F. P. Weaver Company brought in_approximately 6,000 tons of
dry steam and sold it as “ Welsh Admiralty Blower” at approximately $1 less
than the prevailing anthracite price. ‘ :

In addition, the evidence shows that in 1934.35 Welsh and German anthra-
¢ite were mixed, and the mixture sold -as Welsh or under some trade name
intended to conceal the fact. As in this case the coals mixed were of approxi-
{nately equal value, the consumer though deceived, did not suffer any financial
0s8.

The above facts speak for themselves.
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SECTION VI
DISCUSSION OF CERTAIN GENERAL PROBLEMS

1. Exclusive Contraects:

'The practice of granting exclusive contracts for the sale of anthracite in

_____certain areas is a very common one. For example, the exclusive contracts of

Amalgamated Collieries with the British Coal Corporation; the Belgian contract

held by Iroquois Fuel Company; the Saramine contract with Elirs Rogers
Company; ete.

Undoubtedly there are circumstances where such exclusive contracts are

economically justified:—

(a) In the development of a new market, e.g. Welsh anthracite in Canada
in the early days, say 1923 to 1928,

(b) In supplying a very distant or unfamiliar market, ¢.g. Indo-Chinese
anthracite and, at least in the 1928-1931 period, Russian coal.

(¢) Where the total exportable supply. is small—that is, not more than a
quantiiy which a moderately-sized business could handle, e.g. Belgian
anthracite.

(d) Where there is a considerable number of suppliers, and a considerable
number of buyers, e.g. Pennsylvania anthracite.

(¢) Where the producer desires to deal directly with the consumer, ec.g.
Scottish anthracite.

Where, however, a single dominant producer supplies a large, well developed
and familiar market with the bulk of its supplies the argument against exclusive
contracts is very strong. ¥or example, in the ?’ears 1933 to 1935, the Amalga-
mated Collieries supplied, on the average, nearly 800,000 tons of anthracite per
annum to Ontario and Quebec, or 65 per cent of all Welsh anthracite coming
into this market. If we add 1. T. Pascoe Company coal to Amalgamated, the
figures are 1,000,000 tons and 84 per cent.

It is practically certain from an economic point of view that the public
interest would be better served if Amalgamated Collieries and T. T. Pascoe
-Company sold freely in the open market to all responsible importers, This is
especially true where the buyer has the exclusive right to receive such anthra-
cite, but is under no obligation to take all the anthracite economically avail-
able. The argument becomes still stronger when applied to a market in which
a substantial preference is conceded. If a dominant producer in the preferred
area confines the benefits of a business and the tarff preference to a single
buyer, the question may well arise whether or not a continuation of a preference
is desirable.

Your Commission has been impressed with the amount of time and labour
which seems to be spent in trying to secure and maintain such exclusive con-
tracts. The large amount of energy devoted to trying to prevent competitors
from getting supplies of anthracite might be much better spent in improving
the efficiency of the importing and marketing organization.

2. Classification of Anthracite:

In connection with the classification of coal, it has already been pointed out
that the word “ anthracite " is not a word to which a spe¢ific scientific defini-
tion can be given. There are coals geading from the highest type of what is

called anthracite by regular gradation, without gharp lines of demareation,
down to the lowest grades of bituminous.




L et TR R A Y

104 T ROYAL COMMISSION

The Departmént of Minies7ind National Revenue in consultation have fixed

a certain minimum specifieation which permits coal to be classed as anthracite

for revenue purposes to meet the requirements of the Tariff Act. This specifioa- .

tion requires:
(1) That the ratio of fixed carbon to volatile combustible matter must be
at least 6 and
(2) That the coal does not show distinet coking, caking or agglomerating
properties, .
the latter being regarded as.a specific_ quality of bituminous coal.

For example, an analysis of a typical Grade 1 Welsh anthracite shows
results as follows:—
Carbon.. .. .. .. .. .. ool oiii vl e e e .. 01431
Volatile .. .. .. .. o0 o it s e e e e 4072
Moisture.. .. .o o0 oo v ve c r e e e e e . 1481
Asho. oo ol o i e e e e e e e 2418
BU'S.. . vt e vt o e e i e e e e e ae .. 15140
the ratio, therefore, ¢f the fixed earbon to volatile ‘combustible) matter would
be 91-31
——==19-35.
4-72 ,

A typical example of Grade 2 Welsh anthracite would be:—
Carbon .. .. .. .. .. o0 vt it e e e s we .. 86
Volatile.. .. .. .. .. .. . «v oo oo oi vt vs oo v 8
Moisture.. .. .. o 0 v v e e e e e e e 20
BTU's.. .. oo ot e ot ee e e ee vy e e e .. 14476

A still lower grade of Welsh anthracite would be:—

Carbon .. .. .. .. ... it i i e .. 84409
Volatile .. .. .. v . i e i e e i e e e .. 8401
Moisture.. .. .o o0 o0 r il e e e .. 1032
Ash o L. e e e e . 4078
BT Us.. oo o o e e e e e e e e ., 14550

In cach of the above cases the ratio is well above 6 and, in addition, the
coals mentioned show a complete absence of caking quality.
A typical British dry steam coal would be:

Carbon.,. .. .v v vt ot vt i e e e e e e . 79460
Volatile.. .. .. .. .. .v v vv ve vt v ve .. .. 11:55
Moisture.. .. v oo v te v ee e v e e e w1018
Asho . o e e e e e e e e e e e 0T
BT U'S. . cr vr vt ey v e e e et v ee .. 14200

It will be scen at once that this coal is still within the terms of the anthracite
definition as far as the ratio of fixed carbon to volatile is concerned. In the
main, however, these dry steam coals will show an agglomerating or caking
quality when heated and, when such is the case, are classed under the tariff
as coals n.o.p. which is mostly bituminous. On the other hand, some of the
dry steam coals would not show caking properties and, therefore, under the
definition of the Department of National Revenue, are classed as anthracite.
The result has been that some of the cargoes properly classed in Great Britain
as dry steam coal have passed the Customs test as anthracite in Canada, and
other cargoes coming from the same mine have failed to pass the test because of
oaking quality. ‘ .
When it is remembered that these coals are all so similar in appearance
that, if properly prepared, one cannot be distinguished from another by the
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naked eye, it will be seen at once that the door is open for deception on a wide
scale. For example, a Grade 1 Welsh anthracite, cited above, (cobble size)
would cost approximately 50/- c.i.f. Montreal (none of this is imported into
Canada), the second grade would cost approximately 36/- per ton, coal of the
third grade approximately 33/- while the dry steam coals would cost approxi-
mgtely 25/-. H, ther_cfore, these coals can all be sold as Welsh anthracite
without any other quulification it is possible for a dealer to sell the lowest grades
at the price of the highest, the consumer. not being aware of the difference,
There was evidenee before your Commission that this actually had been done,

“viz,, dry steam coal was mixed witli true anthracite and sold at a price of the
higher grade of coal. In another case it was not mixed but was sold under the
title of “ Welsh Blower,” the purchaser being doubtless under the impression
that he was getting Welsh anthracite, blower size. Again, the price paid was
that of the higher grade. In the latter case, it is true that the evidence showed
that the coal was not described as anthracite, but the customer was not given
a proper analysis unless he personally raised the question. It may be safely
assumed that in the vast majority of cases such questions were not raised, the
purchaser believing that he was securing the ordinary Welsh anthracite as sold
on the market,

Furtlier, it was freely admitted before your Commission that during the
years 1934 and 1935, German anthracite was mixed with Welsh anthracite
and sold as Welsh anthracite. As the quality of the German and Welsh
anthracite entering Canada-does not greatly differ, particularly in the smaller
sizes, the consumer did not suffer material loss in his purchase, but he was
deceived as to the origin of the coal, a deception which in certain cases was
exceedingly offensive, as individuals for specinl reasons desired to purchase
Welsh anthracite and assumed that they were getting it. This offensiveness
was so marked that a group of citizens in Toronto entered a formal protest
against what was being done, as they did not desire to purchase German coal.
The result was that steps were taken to meet the situation by segregating
sufficient of the Welsh importations to meet their demand.

The problem has been somewhat complicated in the past by the fact that
the definition agreed upon by the Departments of Mines and National Rev-
enue, previously referred to, was an arbitrary definition decided upon for rev-
enue purposes, but it was accepted by the public as an official definition of
anthracite, with the result, as previously mentioned, that some dry steam
cotl was sold as anthracite and some as bituminous, depending upon certain
fine marginal differences. Importers, therefore, consider themselves within
their rights in selling any coal which, under the definition, could be brought
in free of duty,

Another difficulty is associated with the mineral content of most American
anthracites. An extreme case is that of anthracite being sold in Canada as
“ Virginie Anthracite” where the mineral content runs as high as 25 per cent,
although the coal itself, separated from the mineral content, is anthracite in
quality.

The American definition of anthracite requires a certain ratio of free
carbon to rombustible volatile on an ash free basis—that is, mineral free. The
definition heretofore used in Canada has been on an “as received basis.”
Naturally the ratio of fixed carbon to-volatile is much higher on an * ash free
basig ” tﬁan on an “as received basis.” For example, the Virginia anthracite

referred to above treated on an “as received basiz” does not give the 6
ratio, while on an “ash free” basis the ratio would bring it somewhere
between 7 and 10. : .

Your Commission- considers the public should be protected against the
importation of anthracite with mineral content as high as that just mentioned.
It should either be refused admission to the Canadian market on the gronnd
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that it is & mixture of coal and foreign material, or the purchaser should he
made aware of the facts. : , _

“Under Section VII will be found recommendations for classification which,
if accepted by the Government, will, in the opinion of your Conunission, give
the public the necessary protection.

3. Special Commissionss .

'The payment of commissions to agents and brokers is a well established
and legitimate commercial practice, but_can only be justified where an equiva-

Jent_service is rendered.  Your Commission has been impressed with the variety
and the size of the commissions being paid on Amalgamated Collieries anthra-

cite sold in Canada for which no discernible service is being rendered. The
British Coal Corporation, for example, receives a commission of 12 cents a ton
on all anthracite sold in Ontario; ten cents a ton on anthracite sold in the
Halifax area, and twenty-five cents a ton in the Maritime Provinces outside of
Halifax. The Milnes Coal Company reccives comissions of twenty cents a ton
on all anthracite sold in Ontario west of Kingston, and the F. P, Weaver Com-
pany receives six eents a ton on anthracite supplied to Elias Rogers Company.

It may be true that the Webster companies or the Milnes Coal Compan
did some useful pioneering work_in the development of a market for Wels{
anthracite in Canada twelve or fifteen—years ago. But both these companies
appear to have been amply compensated for such efforts, both by the commis-
sions they received in the carly days and the very substantial profits they have
made continuously for the past ten years. There scems to be no sound reason
why the consumer, who eventually must absorb these commissions, should con-
tinue indefinitely to pay u toll for certain hypothetical development work of
many vears ago. e have received no evidence to indicate that ecither the
Webster group or the Milnes Coal Company performed any service whatever to
justifv the quite substantial commissions still being paid.

These commissions, which ultimately must come from the consuming publie,
amount to substantial sums. They not only mean a great financial advantage
to the companics securing them, eompanics already carning large profits, but
they constitute a formidable weapon in competition. During the years 1933,
1934, 1935 the British Coal Corporation received in special commissions on
anthracite sold by Amalgamated Collicrics to other Canadian deelers, $85,000.
During the same period the Milnes Coal Company reccived $75,000. The fol-
lowing table shows in the vertical column the companies receivirg such com-
missions. the horizontal, the persons paying, while the figures indicate the
amounts annually per ton. - -

. Balance
—_— Weaver | Milnes Rogers | Halifax of
Maritimes
British Coal Corporation........................ +12 .12 12 .10 .95
Milnes Cou 20 ...l 20 e
Neaver Company......coovovevniiniveineneeennforeeeeen b 06 |
Total........ .. RO .32 12 .38 10 .28

Your Commission is unable to determine that any service is being rendered
to warrant these payments. This is especially true of Nova Scotia, which
imported Welsh coal before the Amalgamated Collieries Company was organized,
thgdimpor‘.ing company having no knowledge that such a commission was being
paid.
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4. Wharves and Unloading Facilities:

Complaints were made to your Commission on several occasions that the
inadequacy of dock and wharf spaces for unloading, storing and preparing
overseas coal was an important contributory -factor in the establishment of
alleged monopolies in anthracite. It was further suggested that certain domin-
ant firms had sccured the control of all the most suitable spaces, and that at
times there was favoritism in the allocation of such spaces. Your Commission,
therefore, inquired very fully into the dock situations in Montreal, Toronto,

uebee, Halifax, and Saint John, and made more general inquiries into the
_situation at certain other smaller pords. . . ____

In the first place it should be clear to everyone that if a company is under-
taking to make long-term contracts for the purchase of coal, and is setting up
expensive cquipment for handling it, the length of the lease and the space to he
occupied must be consistent with the size of its operations and the permanent
expenditures involved. Harbour Boards necessarily make a distinction between
persons doing a moderately small business, using light, portable equipment for
unloading and screening tixe coal, and companies doing a very large business
with the use of expensive fixed and permanent structures,  The modern large-
scale coal dock with its huge unloading bridges, its underground tunnels with
many thousands of feet of conveyor belts, its large and fully automatic screen-
ing plants, would never be developed unless the operator had security of tenure
on his space for a long term of years.

Montreal:

The following table gives the details of dock spaces in the harbour of
Montreal leased to companies handling overseas anthracite coal. (See Exhibit
No. 18.) :

Space

sq. ft. Terms Expiry date

Company

Nova Scotin Steel & Coal Co,, 141,600 {10c. per sq. {t. per annum|30th April, 1937.
Ltd. (in Receivership).

Canadian Import Co............. 495,150 B " 30th April, 1940, but with right
of renewal for 10 years.

British Coal Corp................ 59,045 " « 30th April in ench year, but re-
newable without notive. Ter-
mination subject to six months
notice prior to 30th April in

each year.
¥. P. Weaver Coal Company..... 105,000 [$10,500 per nnnum........ m::n‘:\e;ill'lolrg%?;'c“;\i':-‘::r:.i“m of
Mongeau & Robert............... 145,000 [10c. per sq. ft.......... [30th April, 1937
Susquehanna Collieries, Itd.. ... 75,000 |$4,000 per annumi........ “

lr?‘q&ois Fuel & Coal Company, 150,000 J10c. persq. ft...........
td.

Co-operative Catholique des Con- 152,000 [2]c. per sq. ft. per month

sommateurs de Combustibles. on space occupied.
ite C N 10c. feenn ... ... 130th April, 1942, but with right
Scotch Anthracite Coal Company 255,015 per 5q th April 12, bt
Canada CementCo..ooovevvnens 371,900 {6 p.c. of cost of wharf and|30th April, 1049.

extension—$377,825.39;
plus lo. per sq. ft. per
annum of space occu-
pied.
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Of these spaces those leased to the Nova Scotia Steel and Coal Company

“and to the F. P. Weaver Company are normally used for bituminous coal,

-mately_1,700,006_square. feet I o
Mr. Ferguson, Port Manager of the Port of Montreal, stated that there

but some anthracite has been handled or stored on them. The Canada Cement
Dock, which lies some 8 or 9 miles east of the centre of the city, handles a
variety of bulk commodities, including large quantities of anthvacite, c!ue_ﬁy
for Susquehanna Collieries Limited and the Elias Rogers Company. Omitting
the two docks normally used only for bituminous, there are 8 spaces used for
anthracite, totalling some 7,700 feet of deep water frontage (varying from
500 feet to 1,700 feet each), The usual depth of the space is 150 feet, though
gsome are only 100 feet. The total superficial arca of the 8 spaces 1s approxi-

was one space of 75,000 to 80,000 square feet immediately available for any .
importer wishing to oceupy it. Should several new importers apply for alloca-
tions, or should present importers apply for additional space, it would clearly
be very difficult, if not impossible to accommodate them without heavy capital
expenditures and a long waiting period. It is quite clear, however, that there
is no monopoly of wharf space in Montreal, and your Commission has not
learned of any bona fide prospective importer being deterred by lack of dock
space. One company stated that its space was quite inadequate for its needs,
but. this company is able to handle all its coal by privately contracting for
sgaco on the Canada Cement Dock, and the witness for this company stated
that he was not complaining as he knew the difficulties in the harbour situa-
tion in Montreal. It should be noted, however, that if the demands of its
other business make it impossible for the Canada Cement Company to handle
and store anthracite, the remaining spaces avsilable will no longer be ade-
quate for the trade.

The rentals charged in the Port of Montreal are a uniform rate per square
foot: 24 cents per month, with a maximum of 10 cents per annum. The only
variations from this common rate are, (a) the Canada Cement Company
which, under an agreement made when the wharf was built, pays until 1949
6 per cent of the cost of the wharf, plus 1 cent per square foot; and (b) in cer-
tain cases, the Harbours Board grants “ restricted use” of a space, in which
case a commensurate reduction in rental is made.

The length of the leases is normally 1 year. The long term leases to
Canadian Import Company, F. P. Weaver Company, Scotch Anthracite Coal
Company and Canada Cement Company would seem to be justified by the
heavy expenditures on permanent equipment on those spaces.

St. Lawrence Stevedoring Company  (operating the equipment on the
Canadian Tmport Company dock), Scotch Anthracite Coal Company and
Canada Cement Company each has its own unloading equipment, consisting
of large overhead bridge eranes. Other lessees must use the equipment sup-
plied by the Harbours Buard at the rate of 8 dollars an hour for a loco-
motive erane and erew. Locomotive cranes cannot tranship from ocean to
lake boats, but there appears to be keen competition between St. Lawrence
Stevedoring Company, Scotch Anthracite Coal Company and Canada Cement
Company for this class of business.

Quchece:

The situation in regard to dock space at Quebec is very different. The
total dock area developed is small. The Canadian Import Company is lessee
of three areas totalling 562,670 square feet. In addition, the Canadian Import
Company at times stores coal on part of the area leased to the Nova Scotia
Steel and Coal Company. The Harbours Board will not lease dock space for
coal in the Wolfe's Cove area because of its proximity to the Empress dock




and the scenic park developments. In the whole area under the jurisdiction of
the Harbours Board there 18 only one small space of 10,000 square feet in the
Louise Basin available for discharging coal, This space is available for storage
for not more than ten days.

The Canadian Import Company in April, 1936, ofiered to re-lease tem-
porarily an area of about 15,000 square feet adjoining the present vacant space,
on the condition that the combined area be used as a * public dock,” i.e, it was
not to be leased to any nne company. The Harbours Board declined the pro-
posal “ as being inadequate to the purpose intended.” (Evidence p, 16986.).

The Secretary of the Quebec Harbour Commission stated that several
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.. __applications _for coal dock space had been refused by the Commission in 1933, |

1934 and 1935 due to lack of space, (lividence pp. 1528-1534.)

There is one extra dock space for coal occupied by-Lane and Robitaille
on property owned by the Canadian National Railways. Overseas coal pur-
chased from Canadian Import Company is discharged at this dock.

Both Canadian .mport Company and Lane and Robitaille own their own
discharging equipment. While the Harbour Commission has three movable
cranes, it is admitted they are uneconomical for this purpose.

On October 10, 1935, the Canadian Import Company applied for and
received renewals of all its dock leases for a period of ten years, with a right
of renewal for another ten years, though they still had from 1 to 5 years to run.

Chicoatimi:

1o 1929 the Canadian Import Company secured a lease from the Chi-
coutimi Harbour Commissioners for a site the size of which is not defined in
the lease, but is subject to approval by both parties. The lease is for 20 years
from May 1, 1929, with the option of & renewal for 10 years.

The site is described as follows: “ The necessary ground. . . .for dis-
charging, loading, handling and storage of coal, coke, ore, sulphur, sand, salt-
cake. . . .and all bulk cargoes. . .The ground to be on the wharves. . .in
the town of Chicoutimi, ete.”

The rental was fixed at 24 cents per square foot of the space astually in use.

The Canadian Import Company agreed to erect a suitable plant for the dis-
charging of coal at rates to be agreed upon. In return the Chicoutimi Harbour
Commissioners agreed not to erect or permit the erection of any other coal
handling plant during the life of the contzact. The lease alsn earried the right
to erect oil tanks, pipe lines and other necessary machinery for supplying oil
to oil burning steamers, T

Toronto:

The docks in Toronto have been adiuirably planned, and ample space is
available for importers in the special area set aside for the discharging and
storing of coal. Importers have to supply or rent their own discharging
machinery, but there appears to be ample equipment available at reasonable
and competitive rates. Coal handled on the Toronto harbour front now totals
over 1,500,000 tons per annun, of which over 300,000 tons is anthracite,

Halifax:

In Halifax there are only two importers using wharf space. The A, T.
O'Leary Company rents space from the Harbours Board. The €. Cunard
Company has its own wharf and equipment. The problem of wharf space is
not a pressing problem.

Saint John:

In Saint John a similar condition exists to that in Halifax. No question
associated with wharf space was raised before your Commission,



110 ROYAL COMMISSION
5. Labour Conditions: .

Evidence was presented to your Commission in Toronto to the effect that
thoroughly bad conditions in respect of wages and hours of labour existed
in certain scctions of the coal trade. Some of the piece-rates and ton-rates
in effect are so low that men working full days earn as little as thirteen cents
an hour. Instances were produced of men working a full week for as little
as $8.35, and of truck drivers working 72 hours a week for $15. A large file
of similar cases was produced before your Commission,

It is not suggested that the above are typical or average rates, but such
oases are sufficiently numerous to warrant a reference to them in this report.

-~ ~Some-dealers-have-their-own delivery_trucks and employ_their men at a

regular weekly wage. Other dealers pay their delivery men a rate per ton.
This rate in many cases is so small that even long hours provide a wholly
inadequate weekly income. ,

The chief offenders appear to be certain cartage companies. Many coal
dealers make contracts with these companies for the delivery of their coal.
Contracts arc let to the lowest bidder, often at prices that make the payment
of reasonablie wages impossible. The result is that wages are driven below
a subsistence Jevel. It was stated in evidence by an official of the Coal Hand-
lers and Truckers Union (Evidence, p. 3036) that, in the winter of 1935-36, of
1,286 men in Toronto employed in the coal trade, over one-third had subsisted
on part wages and part relief.

This situation 18 mainly due to the fact that cartage contracts are made
which can only be carried out by paying abnormally low wages or working
abnormally long hours. Coal companies making such contracts must accept
a large share of the responsibility for the bad conditions of labour which result.
All the major conl companies must know full well the cost of delivering coal,
and when contracts arc signed at abnormally low rates, thev must know that
long hours and low wages necessarily follow.

6. Representations by Importers and Dealers:

During the hearings many suggestions were made to yvour Commission con-
cerning means for removing certain conditions which exist in the coal trade.
It was stated that short-weighting and mixing are prevalent and that the poorer
class of consumer suffers in consequence.

In Montreal it was stated that the by-law requiring a licence to sell coal
is not enforced; that public weighing is not compu sory; and that no sufficient
indication of the grade or kind of coal is required on the delivery slip. In
Toronto, similar conditions are said to exist, except that public weighing of coal
is required, though not invariably carried out.

Three formal eommunications—one by Alderman Biggar of Montreal, one
by a group of Montreal importers and dealers, and a third by the retail coal
dealers of Toronto and of York township—were submitted to your Commission,
and these cover the principal complaints,

Alderman W. H. Biggar of Montreal stated a= follows:

“. . . . There are at present in Montreal on relief about 32,000
heads of families, not including single men. In the other parts of the
immediate neighbourhood of Moantreal there are about 3,500 more similar
heads of families. Call it 35,000 for the sake of brief figures. My figures
are closely approximate but may be verified if you want to have the exact
figures. I think they are all available. The allowance for fuel to these
families varies from 90 cents to $2.05 per week in Montreal and is approxi-
L..tely the same in the other municipalities. . . . .

*So it could be said properly that the unemployed purchasers of fuel,
and I use the word ‘fuel’ deliberately, spend about $50,000 per week




~-whom -scll,-as- little-as-81,000 worth- of fuel-in a-year.- And yet t
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during the heating season on fuel. This would conceivably cover the round
sum of about a million dollars, allowing for twenty weeks for fuel, and it
is probably a little more than that. It is in connection with these 35,000
consumers, plus the next 35,000 consumers above them in the scale who are
not on relief that I particularly wish to give a few facts and make a few
suggestions, . . . . . :

“If you take these 70,000 consumers, it is probable that they use about
100,000 tons of coal per annum. That is an average of 14 tons apiece, and
that is pretty nearly exact, although it secems strange. . They also use wood,
coke and charcoal to & large degree, and they probably spend $2,500,000
per annum on fuel. They are served by about 500 dist,rigutorsil some of

a living out of it. o

“'The anthracite coal which is sold to these 70,000 familics is sold on
the basis of from 60 to 80 bags to the ton, at 25 cents per bag. 'That is
really the grocery store delivery. Or on the basis of 20 bags to the ton,
from 70 to 85 cents per bag.

“There are three points I wish to try to bring before the public in
conncction with that exposé of the background, as follows: First, in many
cases—I do not want to be unfair—but in many cases the consumer has
absolutely no guarantee as to the weight, and he has even less protection
astt,o the quality, and he is paying a very high price when it is based on
aton. . . ., . .

“If you take these facts you come to the conclusion to which T have
come, and which is subject to corrcction—that these consumers are paying
about $16 per ton in the bag. Call it 816, if you like, but over $16 the ton
in the bag for coal which is called good nwuber one anthracite, but which
by the time it gets to most of them has been adulterated.

“Being small purchasers dealing with small dealers it is pretty hard
for anybody, government authority or otherwise, to cover that territory
and give the consumer protection. :

“When you pass up coal and come té wood, it is my information that
in many cases wood is costing these consumers up to $20 a cord of short
sawn. .o
“The purpose of my coming here to-day was to try to find out a
methed which would be a common-sense method of overcoming that
improper situation so that the consumer can get better fuel at a lower

rice. . . . .
PR There are three interests which should take part in such a move-
ment. The predominating dealers should be interested and the consumers
themselves. The consumers through a voluntary association can take hold
of this sitnation. It has been done in many other places. With the assist-
ance of the predominating dealers and the authorities, because there is no
conflict whatever, and with to a great degree, the assistance of these dis-
tributors who are now 1n the trade, this thing can be put on a better basis
on the theory of consumer co-operatives. The consumet ‘co-opcmtivq'rqove-
ment should be understood to be a movement which should originate
amongst the smaller buyers on a voluntary basis, managed by themselves
on a democratic plan, There is all sorts of literature on the subject and
I am not going to weary you about that. oL
“One of the most important benefits of such an organization is that

.it will educate the consumers themselves to the obligations of business and

will also show them how by their own energies they may perhaps be able
to improve both the cost and quality of the commodity they may be bui\;-
ing, which in this case would be fuel. Naturally a great many of the
small distributors who ave now in that part of the business would auto-
matically become managers of these different agencies by way of volun-

ey make .. . __
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tary association that I am speaking of. Such a movement would not be
dictated from above but 1 think it should be encouraged both by the

authorities and by the interests on a large scale in the coel business. My

reason for saying that is there will be undoubted social benefits if these
people can get u better fuel at a-lower cost and a great deal probably of
the eriticizm of the coal trade comes from these 70,000 heads of familics,
or that circle i our cocial economy. . . .” (Evidence, pp. 3104 to 3109).

= "[he situation ‘o which Alderraan Biggar calls attention is a serious one.
It cannot be doubtod that if tlie suggestion made were carried into effect great
. conomic advantage would accrue to that part of the community participating
in the scheme. The converting of those to be helped to the prineipal of {oint
action would require intensive effort. It is to be hoped that the task will be
undertaken by a group of citizens competent and willing to do it, and your
Commission recommends that if such is the case, every possible assistance
should be given to the enterprise,

The Montreal importers’ views were summarized by one of the leading
importers as follows:— ‘

“\While it is recognized that current prices of all domestic fuels are
lower to-day than for several years past, the coal situation is in an
uns((izttled, unhealthy and unsatisfactory condition—especially in the dealer
trade.

“ Four outstanding situations are apparent:—

“1. Representations have been made from time to time, based on unin-
}fgr;ncd opinions, that the public consider prices of domestic fuels too
ligh.

“9. The dealers complain the margin of spreads are too low.

«3. The importers state the prices are unressonably low and leave little
or no margin of profit for the importers,

“ 4, There are complaints as to quality, misrepresentation, short weights
and other unfair practices among the dealer trade.”

(’11‘3 remedy these unsatisfactory conditions the same importer recoms-
mended:—

«1. Amendment of the Combines Act to permit the trade in Ontario and
Quebee to get together and exercise some reasonable measure of regu-
lation of the domestic fuel trade, looking to the elimination of unfair
practices which have created the existing unhealty and unsatisfac-
tory conditions.

%9, Creation of a fuel commission to work in co-operation in technical
matters with Dominion Fuel and Tariff Boards. The Commission to
consist of three members—Chairman, to be appointed by the Fed-
eral Government, one by the Government of the Province of Ontario
and one by the Province of Quebec. Fifty per cent of reasonable
expenses of such a Commission to be paid by an assessment, on all
imported domestie fuel and all coke and fifty per cent by Government.
Term of office of Commission to be one year.

“ Commission to have, among others, the following powers:

:‘ (a) To pass on fair prices and fair practices.

‘ (b) To approve the guggested wiiclesale prices after the importers have

; submitted their price based on their respective costs.

(¢) The Commission to have full opportunity to check purchase con-
tracts ar}d structure of suggested wholesale prices—without disclos-

o o ing details to competitors.

(d)t' To impose penalties for price cutting or indulgence in unfair prac-
ices, :
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“ (e) To-cut off supplies to dealers indulging in price cutting or unfair
praotices, '
“(f) To stop dumping of foreign fuels,
“(g) To co-operate with municipal authorities in requiring the licensing
of dealers. :
“ Dealers’ margins, after deduction of cash discount, if any, to be—
-Domestic sizes .................... Min, $2.50 Mnax. $2.75
Buckwheat sizes ................ +..Min. 150 Max. 1.75
as commission may determine.
“Standard classification of all domestic coals to be established.
“ No restriction on blending anthracite domestic coals provided grades
are of similar analysis and characteristics. ‘
“ Dry steam, low volatile bituminous and all similar classes of fuel
not allowed to be blended with genuine anthracite.
" Commission to hold open monthly meetings—all complaints to be in
writing; verbal and anonymous complaints not to be considered,
" Centralized storage to be encouraged, rather than be criticized, as a
matter of economy. B
“If some sucK regulations are not established and enforced and existing
conditions are allowed to continue. . . .many of the dealers may be forced
into bankruptey or eliminated, for there are importers to-day selling direct
to consumers at wholesale dock prices plus cartage.
“The dealers are a necessity to cconomical and efficient distribution.
The consumer does not know the importer and contacts only his local
dealers.”

The dealers’ case was stated somewhat as follows: The retailer is very
diffident in expressing an opinion * about a wholesaler upon whom he was depen-
dent for supplies.” The retailer was forced to meet competition from “ co-called
dealers or peddlers who had no yard, employed no labour and whose only assets
were an interest in a second-hand truck.” “It was impossible for a dealer who
gives service to his customers at all times of the vear and under all weather con-
ditions and who carries credits on his books, to meet such competition.

“ The retailer-in-Montreal was being foreed into.the position of being merely
a carter salesman and collecting agent for the importing houses. . , ”

Other suggestions were:—

1. That the trade as a whole should be permitted to formulate regulations
as to the coal being properly deseribed when sold.

2. Advertising should be controlled by publication of analyses for special
claims made, the analyses being on samples selected by government officials.

3. That the trade should be permitted to correct specifie abuses by eutting
off supplies to offending dealers.

4. A way should be found to prevent group selling.

5. Over-riding commissions should not be paid except when a correspond-
ing service is rendered. L

The Toronto dealers in their submission covered largely the same ground
and, in addition, asked for the re-weighing of all coal from the United States
at the border., '

Your Commission has studied these submissions with considerable care.

The problems of classification and deseription of coal have already been
discussed and a definite recommendation in this connection will be found in the
final section of this Report.

The dealers’ complaints with respect to group selling and to peddlers and
“snow birds” have already been discussed. (See pp. 94, 95.)

In the matter of short weighting, false or misleading advertising and similar
practices, your Commission believes that adequate laws already exist, and that
the municipal police authorities should be competent to enforce these laws.

823928 '
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The complaints made in Toronto regarding the shortage of conl in ears
<hipped 1rom the United Rtates were made in gene qal and vague terms, Your
Commission received no specific evidenee to show the extent and seriousness of
this problem, and is theretore unable to make any recommendation,
Your Commission is unable to aceept the suggestion that a Fuel Controller

or a Fuel Commission be appointed to regulate and govern the conl trade. The

main functon of such a Commission in the minds of its sponsors is clearly the
fixing of prices and dealer’s margins and the imposition of penalties on “ price-
cutters,”

The difficulties of such a task are too casily overlooked. It will be gener-
ally ageeed that a @ fair priee” for a commodity such as coal bears a close
relutionship to its costs,  But no two importers have the =ume costs, and no two
dealers have the same costs. Costs, moreover, vary from place to place and
from time to time. What may appear to be a fair price or a fair margin to one
importer or dealer at a given time and place miy b guite inappropriate to
inuother dealer, or at o later time, or at another place.  If any imperter or any
dealer foe's that he ean safely sell at lower prices than those prevailing, he
<hould be free to do so. This is espeeially true in a trade where conditions are
i a state of flux, where many important items of cost change considerably
from month to month and from year to year, and where new methods of doing
business are being introduced.

It i =aid that many coal dealers have gone bankrupt or are faced with
bankruptey.  Your Commission was given no_evidenee to show that the com-
mercial mortality among coal dealers is any higher then in other lines of trade.
It is true that dealers with large eapital investments destned to handle American
coal may find themselves faced with relatively heavy eapital losses; but such
unanticipated obsolescenee B it peeuliar to the coal trade.

The competitive systew.. has its abuses and its shorteomings, but the
remedies for such abuses should not lie in the delegation of wide powers of
regulation to a small body of men who incvitably come under the influence of
the organized members of the particular trade.  Txperience clsewhere with
“codes,” “ rationalization ' and * industrial sclf-government ” is not such as
to commend their uncritical adoption here.
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SECTION VII
CONCLUSIONS sAN'D RECOMMENDATIONS

After a careful study of all the evidence the following are the conclusions
of your Commigsion;—

1. Anthracite coal, in spite of the vicissitudes of the trade, is still the most
important fue! for domestie heating in the provinces of Ontario and Quebee.
In Quebee it comprises about 70 per cent M‘ the solid fuels sold for domestic
heating, and in Ontario between 45 and 50 per cent. The annual requirements
of the Canadinn market -are about 3.500,000 short tons,

2. There are six sources of supply of anthracite available to Canada: The
United States: Great Britaing Russin: Germany; Indo-China; Belgium.,  Any
one of the first three possesses the uccessary quantitics to supply the whole of
Canada's needs.  As competitors they can offer abundant supplies.  Although
no one of the remaining countries could supply all our needs, they constitute..
important competitive factors in the Canadian market. There has been an
important shift in the relative importanee of these sources of supply in recent
vears. In 1928, 85:8 per cent come from the United States and 14+1-per cent
from Cireat Britain. In 1936 the percentages were: United States 47-3, Great
Britain 37-4, and other countries 15-3.

3. In all these countries export prices are centrally controlled, with the
exceplion that in the United States there are a few independent producers out-
side the Authracite Institute.

4. American anthracite is available without restrietion to all ros!mnsible
deaters, The fact that importations are mainly by rail in car lots gives the
small responsible dealer direct access te the sources of supply.

5. Of the Welsh production, 80 per cent of the oakmcity is controlled by one
company, Amalgamated Anthracite Collicries; and about one-half the remain-
g eapaeity s controlled, so far as tie Canadisn market is coneerned, by
another eompany, T, T. Paseoe Company. These two companies work in close
co-operation, at least in respeet to the export trade to Canada. Certain other
producers and conl brokers have limited quantities of Welsh anthracite avail-
able for the Canadian market.

6. Scoteh anthracite is <old in Canada through a company owned and
vontrolled by an organization of the Scottish producers.

7. Gierman anthracite cxports are controlled by the German Ceal Cartel.
The facts indicate that up to the end of 1935, 1. 'T'. Pascoe Company had some
sort of exclusive control over the sales of German coal to Canada. In 1€36,
however, German coal was sold freely in the Canadian market,

8. The other sourees of anthracite are of relatively minor importance,
though Russian coal may become an important factor in the market in the near
future.

9. The dominant anthracite importing organization in Canada is the
Webster group. In Quebee city since 1934 it has had a complete monopoly.
In Montreal, during the years 1933-34-35 it controlled on the average 74 per
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cent of the Welsh imports and 58 per cent of all imports from overseas. In
Toronto during the same period it controlled 40 per cent of the Welsh imports.

10. Generally speaking the Canadian consumer prefers to use Welsh or
Seateh anthracite to importations from other countries. This accounts for the
fact that all wholesale dealers have considered it necessary to secure sup{)lios
from one or both of these sources. As a consequence a keen contest has been
going on between importers to sccure a share of the Welsh supply, the Scotch
Collicries having their own ageney in Canada.

11. The introduction of the blower furnace, that is a forced draft furnace
with a fixed grate, has made necessary a small size anthracite with a low ash
fusing point. Welsh anthracite has until recently been the principal available
fuel of this special type. The demand for it increased rapidly as the use of the
blower type of furnace increased. Hence the seramble to secure control of the
sources of supply as neither Scoteh nor United States anthracite, the chief com-
peting fuels but with high fusion point, were suitable.

12. During 1933-34 the combined companies of the Webster group (The
Canadian Import Company, The British Coal Corporation, the F. P. Weaver
Coal Company, and The Hartt and Adair Coal Company), because of special
arrangements with the two major sources of supply in Wales (The Amalga-
mated Anthracite Collieries and the T. T. Pascoe Company), sources which
control between 80 and 90 per cent of the Welsh anthracite suitable for the
Canadian market, had almost complete monopoly of Welsh anthracite in the
Montreal district, and by special arrangement with the T. T. Pascoe Company
of German anthracite (also a low fusion point coal) as well, During the years
mentioned the group imported on an average 80 per cent of all Welsh anthracite
for the Montreal market. Scoteh, Welsh and United States anthracite com-
peted on equal terms for the non-blower market.

13. Tn 1935 this control was somewhat relaxed, when one independent com-
pany sccured coal from T. T. Pascoe Company; and it was still further relaxed
in 1936, when German coal was freely offered in Canada at reduced prices, and
in addition Belgian and Indo-China anthracite, both low ash fushion point
coals, came on the market in considerable volume,

14. ‘I'he purchase by Senator. Wehster of the interest of R. G. Lane in the
firm of Lane and Robitaille, through Clase Securities, of London, England, gave
the Canadian Import Company, the parent company of the Webster group, a
complete monopoly of Welsh anthracite in Quebee city. This control was
greatly enhanced by the fact that the only wharf space in the inner harbour
and the only special machinery for handling coal were also in the possession of
the Canadian Import Company. Since 1933 no overseas anthracite has been
sold in Quehee except that imported by the Canadian Import Company,

15. With regard to the group of companies desoribed above as the Webster
Group, your Commission finds that while separate management has to a con-
siderable extent been maintained similar fo that maintained by separate depart-
ments in many large commercial concerns, they nevertheless constitute a single
commercial unit, and that when in 1932 Senator Webster purchased the control
of the T°. P. Weaver Coal Company, through- Charles Barnett, and in 1934 of
The Hartt and Adair Conl Company, through the agency of Sir Alfred Cope,
Senator Webster intended that they should become constituent parts of his
;vholc Srg%nization. That they have so operated from the beginning there can
he no doubt.
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. 168. The juint operation of these companies was intended to control, and
in fact did el’l‘eptive y control through their affiliations with the Amnalgamated
Anthracite Collieries and the T, T. Pascoc Company both the importation and
sale of Welsh anthracite in Montreal and, in o lessor degree, in Toronto. During
the years 1933-34-35 they seeured control.of the importation of German anthra-
cite as well, The claim made during the inquiry that in the years mentioned
above Welsh anthracite could be purchased free y by any-competent importer
from independent sources is not borne out by the evidenee submitted.

17. The elaim repeatedly made during the inquiry that Senator Webster
has resigned from the companies designated jn this Report as the Webster Come-
panics, and therefore takes no responsibility for their administration, a claim
repeated in the factum of his Counsel, makes the following comments
necessary:-— '

(@) Senator Webster resigned from all offices in the various companies in
September, 1935. The arrangements involved in all the transactions
mentioned above were in full operation before that date, and while he
was still in active control,

(b)Y Tt was Senator Webster who personally completed the agreements.
The evidence shows that he did not inform cither the exeeutive officers
of his own companies or the officers in charge of the other companics
eoncerncd.  Whatever responsibility there is in conneetion with these
matters he must bear personally.  The officers of his companies, exeept
Mr. Stoho, were not aware of them until the transactions were com-
pleted,

(e) While it is quite admissible that since September, 1935, Senator Webster
may not be familiar with all the details of the operation of his com-
panies, nevertheless it secems to your Commission absolutely certain
that since the investments in these companies are wholly investments
made by him in his own interest and in the interest of his immediate
family, that he must bhe cognizant of and have the final authority in
all major transactions.

18. With regard to export prices in Wales it is necessary to state that
vour Commission has not had access lo production costs. Access, however,
has been had to published information which shows that exporb prices are not
unfair when compared with prices in the home market. Further, the contract
hetween the British- Coa) Corporation and the Ar:algamated Collieries stipu-
lates that prices shall not be higher than the average f.o.b, price the Amal-
gamated is obtaining on the Swansea markot,

10. Wholesale prices of domestic sives have shown a pronounced down-
ward trend during the past seven years. Wholesale prices of the small sizes
have shown a slight upward trend. This difference in trend is due to changes
in the demand for the two sizes.

20. Importers’ gross margias were increasing from 1930 to 1933. and have
declined very greatly since 1933. Your Commission believes that this change
was due in large measure to the proceedings under the Combines Tnvestiga-
tion Act in 1933

21. Retailers’ gross margine have also gohom“y deelined since 1930. In
the City of Ottawa, however, the retailer's margins are much higher than in
Quebee, Montreal or Toronta. Tn Quebec City, where the Canadian Import




ROYAL COMMISSION

Company has a complete monopoly of the wholesale trade, the v lesale price
is &1 higher than in Moutreal, while the margin for the retail deale: '3 exceed-
ingly narrow,

22, No evidence was found as to price fixing arrangements. A “iiform
- pattern for fixing wholesale and retail prices has developed in all the eitics
where the inquiry had sittings, namely, the large importer or dealer sets his
price and nearly everyone follows suit. This apparently has become a habit
from long usage. The habit seems to earry with it the implication that any-
one who breaks the price is unethieal,

23. The quality of anthracite varies very considerably. Tvidence was
found of some mixing of dry steam coal with anthracite, of a considerable
amount of mixing of Welsh and German anthraeite, and of selling dry steam
cither as anthracite or under speeinl names that were likely to mislead the
purchaser,

24, Your Commission believes that there is no justification for many of
the specinl commissions heing paid on Welsh anthracite coal sold in Canada.

23. The situation with respeet to wharf and dock space in Montreal,
Toronto, Halifax, and Saint John provides no ground for complaint. In Que-
bee and in Chicoutimi, however, the Canadian ITmport Company has a mon-
npully of space and cquipment for the discharging and handling of overseas
anthracite,

RECOMMENDATIONS
The following are the recommendations of yvour Commission:- -

1. At the present moment in so far as the fixing of export prices of
anthracite i the countries of origin permit, there is freedom in competition in
the Baportation of anthraeite conl.  Your Commission recommends that erery
effort should be made to maintain that position. Some of the competition comrs
from new sources of supply and through new exporting agencies, the perman-
ence of which have not yet been demonstrated. In seeking to maintain a whole-
some competitive market it should be recognized in so far as Canadd’s needs
are concerned anthracite with a low ash fusion point 1s in a special position, and
that in this field neither Scoteh nor United States anthracite is compelitive,
Unless preater freedom of purchase of this partienlar type of eonl from Wales
is made available to importers other than the Webster Group, it is very impor-
tant that the channels of trade with other countries producing low ash fusion
point anthracite should be kept open. 1t is of equal importance that importa-
tion should come direetly from (fnc country of origin and not as in the past
through agencics already controlling competitive supplies in another country.

2. To this end the continued enforcement of the Combines Investigation
Aet is reemmmended. Your Commission believes that under the existing condi-
tions of produetion and trarde the surest way to prateet the consumer is to main-
tain open competition,

3.1t ix recommiended that encouragement shoutd be given to every effort (o
establish co-operative organizations now_recognized in many countries.  Without
question great advantages would acerue to the less favoured class of eitizen in
Montreal if a schieme along the lines snggested by Alderman Biggar of Mont-
real was put into operation,  In this connection attention is ealled to the fact
that there ave joint stock companies using the name “ co-operative ” which are not
in any sense co-operative institutions and, in the opinton of vour Commission,
they should not be permitted to use the name.
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4. Tt is recommended that the work done uuder the Combines Inve. -ution
Aet in maintaining competition gl preventing price fixing be supplemented
by 1 more vigorous use on the part of the muticipalitics of their power to climin-
ate frauds and other abuses. The licensing of dealers, the prevention of short-
weighting, the suppressing of fraudulent advertising, the requirement of an
adiquate nud correet deseription of the coal on delivery “slips, are within their
auihmity,  This authority vigorously exercised on the lines suggested nhove
v.ould go 2 long way townrd removing many of the consumer’s complaints,

. . .«l . .

. It is recommended that alt anthracite™coal entering Canada be classificd

ts Tollows:— -

(a) That anthracite coal should be sold in Canada under its own namw,
Le, Welsh antleacite should he sold as Welsh, Ameriean as American,
German as German, Russian as Russian, ete.;

th) ‘That if any of these couls are mixed, the mixture should be sold in
GCanada ag mixed conl under the name of the mixture, viz., Welsh and
German, Welsh and Russian, ele,;

(e} That the fuel ratio of coals ciassified as anthracite for customs pur-
poses based on their condition as received at the ports of entry, ag
distinet from those semi-anthracites rcferred to in () below, also
other coals including those mixed with non-anthracite, for. sale in
Canada, shall not be less than 80 and shall not possess caking quality;

(dhy "That all other coals, heretofore graded as anthracite or semi-anthracite,
having a ratio of fixed earbon to volatile of not less than 6 and with-
out eaking quality, shall be classed as semi-anthracite conl and so sold
on the Canadian market;

() That Welsh anthracite be sold in Canada as Grade A or Grade B, the
former vmnpl{ing with the above specifieations but being the coal
known in Wales as “ Big Vein » anthracite, the latter also complying
with the above specifications but being the coal known in Wales as
“Red Vein " anthracite, and that if these two coals are sold in Canada
as a mixture the proportion of cach should be stated;

(Note: The distinction involved in this classification is not
difficult as it can be determined by the coal being invoiced by the
mine in Wales from which it comes. It is a eclassification known to
cvery importer of Welsh coal. The difference between the Red Vein
and ‘the Big Vein is not so much a matter of the content in B.T.U’s,
as of the physical quality of the coal, the Red Vein being much more
friable and hence subject to greater (fegrndation.)

(/) That in all sales slips and invoices and in all advertisements the coal
be described in accordance with the specifieations suggested above.

6. It is rccommended that continuous and systematic analyses of anthra-
cites entering Canada be made.  Your Commission was surprised to find so little
information available as to the 'qunlitf of imported anthracite. The right to
sample and analyze for public use should be given to persons responsible for the
work of classification sngr.sted above. The costs of such systomatic analyses
of imported anthracite coal and of the work of classification should be covered
by a special levy of 2 cents a ton on all imported anthraoite.

7. Your Commission considers that a fair discussion of the ma{og problems
in Canada .

associated with the importation and distribution of anthracite coa
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will be found in the foregoing pages. At the end of the discussion of cach phase
of the subject studied will be found « statement of the conclusion arrived at,
where sueh formal statement appeared necessary. A buief résumé of these con- -
clusions is set forth in the first part of this section (Section VI1I). The special
recommendations refer to matters of iimmediate significance. Your Commission
is of the opinion that if co-ordinated action is taken along the lines suggested,
many of the abuses complained of wili be promptly removed.

All of which is respectfully submitted.

11. M. TORY,
(‘ommissioner.

OTTAWA, February 3, 1937,






