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Admissions and Denials

1, The Director admits the allegations in paragraphs 71 and 87 of the Response of
Cansdian Pacific Limited, Canada Maritimae Limited, CP Contalners (Bermmuda) Limived,
3041123 Canada Inc. and Cast North America Ine. (collectively “CP*) (*CP Response”).

2, Except as other expressly admitved herein, the Director denics each and every other
allegation in the CP Response,

Industry Context

3, In paragraphs 5 through 15, CP describes what is categorized us the *dynamic and
changing environment”® in which Canads Muritirae and Cust compete. ‘The Director states that
CP's Response fails to account for the fact thet the relevant marker described in the Notice
of Application is a niche market which is isolared from many of the trends described in those

pavagraphs.

4. The carvitrs operating out of the Port of Montreal ejoy very significant cost éavings
in respect of inland transportation and terminal costs which more than offset any economies
of scale created by larger ships and comsortia operating from ports on the United States’ East
Coast ("USEC™) or Halifax. The carriers operating in the relevant market also have the lowest
empty container repositioning costs of all carriers operating in the Noxth Atlantic trade lanes,

5. The benefits described above are demonstrated by the fact that Canada Maritime has
significantly outperformed the industry in general with a return on equity in excess of 30%
in 1992 and in excess of 60% in 1993, This profitability was achieved notwithsranding the fact
that, at this time, Canada Maritime operaved ships that were on average 1,800 T.E.U. while
other cartiers operating out of ports on the USEC and Halifax were operating ships that were,
on average, larger than 4,000 T.E.\U. capacity.
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6. With respect to paragraph 14 of CP's Response, the Director states that while “pro-
competitive” aspects of alliances may, in some circomstances, be viewed favourably under
various regulatory or statutory W, including the Compesition Act, mere savings which are
achieved only by reason of ¢ redistribution of income between two or moce persons are not
economies of scale and are not regarded favourably by competition authorities or regulators
in Europe, the United States or Canada,

7. In fact, competition awthorities and regulators in Europe, Canads and the United States
have become increasingly concermed with ensuring the competitiveness of ocean going
containerized shipping services, The Eurcpean Copamission recently lifted the immunity from
fines with respect to inland rate fixing by those carriers who are party to the Trans-Atlantic
Conference Agreement (*TACA®). On November 25, 1995, the TACA. parties notified the
Commission of the *European Inland Equipment Inverchange Agreement”, an arrangement
that had been made to set up a joint computerized reporting system for empty containers,
This was alleged to likely reduce the number of movements of empty containers. The TACA
parties argued this arrangement justified an exemption being granted for inland price fixing.
On November 28, 1996 the immunity given automatically upon notification pending a
decision by the European Commission was lifted by a negative decision regurding an anti-trust
exemption.

8. Contrary to the assertions in paragraphs 16 and 17 of CP's Respanse, the Director
states that the decision by Canada Maritime o soquire Cast was primarily motivated by a plan
to: prevent Cast from completing its restructuring and thereby increasing its competitiveness;
to prevent alternative purchasers from aoquiring Cast and to prevent Canadian National
Railways (“CIN") from concluding a Jongterm rail contract with Cast which would have
increased Cast’s competitiveness and diverted a significant rai) contract from. Canadian Pacific
Limited to CN.
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Cast’s Alleged Financial Decline

9. 'The Director specifically denios the allegations found in paragraphs 18 to 34 of the CP
Response that Cast suffered frot a coptiouous financial decline since its restracturing in 1990,
The Director states that, beginning in 1994, Cast began to experience s significanr increase in
cashflow which would have continued had Cast bean able to complere its restructusing
including its conversion to a fully containerized flest and its negotiation of a more favourable
rail contract with CN.,

10, The Director states that Cust’s increase in cashflow would have increased throughout
19958 were it not for the irapact of severul unusual and noa-recurring factors. In paragraph 26
of its Response, CP alleges that it is particulasly striking that Cast experienced difficulties
during Cast’s 1995 fiscal year given the increase in freight rates and an increase in traffic
volumes, In fact, the financial difficulties experienced by Cast during Cast’s 1995 fiscal year
referred to in paragraph 25 of CP's response can be traced to two non-recurring factors:

@  during Cast’s 1995 fiscal year, a labour strike occucred at the Port of
Montreal and at Cast's rail cardier, CP, resulting in 3 significant
disruption in Cast’s operations; and

(b)  during Can’s 1995 fiscal year, Cast was impacred by unfavourable
foreign currency exchange nite fluctuations, particwlarly the
strengthening of the Belgian franc.

11.  After eliminating the combined effect of the strike and foreign currency fluctuations,
Cast’s operating profit reflects the positive impact of increasing teaffic volumes and better
freight rates alleged by CP in paragraph 26 of its Respouse.
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12. At paragraph 28, CP alleges that Cast suffered a major financial penalty as a result of
chartering vessels thereby further exacacbating Cast's difficulties. The Director admits thar
Cast suffered a USS. 58 million penalty arising from the vessel charters. Despite this significant
penalty bowuver, the earning before interest, taxes, depreciation and amoreization (“EBITDA")
for Cast’s 1995 fiscal year, adjusted to reverse the impact of foreign currency fluctuations
discussed above, were comparable to those of 1994,

13. At paragraph 29 of its Response, CP allepes thar Cast way comumittad to a fifteen year
agresment at the Port of Zeebrugge. The Director states that in fact, Cast had begun to re-

negotiate its agreement with the Port of Zesbrugge prior 1o the Merger.

14, At paragraph 32 of its Response, CP' alleges that, during the alloged financisl decline
of Cast, Cast management was providing fulse predictions concerning Cast's EBITDA for its
1995 fiscal year. As noted above, foreign currency fluctuations, which had not been predicted
by agalysts, resulted in an EBITDA which was lower than predicted.

15.  ‘The Director denies the allegation found in paragraph 34 of CP's Response that Cast
would have ceased carrying on busitess in the event thit CP did not purchase Cast. In
alleging that Cast would have ceased to carry on business were it not purchased by CP, CP
fails 1o take into wecouny that other porential purchasers submitted proposals to asquire Cast
s discussed below,

16.  Inany event, it is unlikely that The Royal Bank of Canada (RBC”) would have forced
Cast to cease carrying on business as this would have significantly reduced the resulting
recovery on Cast’s debt for RBC. As admitted in paragraph 34 of CP’s Response, forcing Cast
to cease carrying on business would have resulted in a serious disruption of Cast’s business,
including: the loss of Cast’s customers, a reduction in the goodwill of Cast and the seizure of
cargos and vessels. Such disruptions would have substantially reduced the recovery available
1o RBC ou the debt owed by Cast.
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17.  'The Director specifically denies the allegations found in paragraph 35 of the CP
Response that, apart from CP, no other purchaser was williag and able to acquire Cast, The
Director states that, at the time of the Merger, there were severul potential purchasers who
displayed an interest in purchasing Cast and whose purchase would have likely resulted in o
materially highar level of competition in the Market. These groups of purchasers, which are
outlined in paragraph 123 of the Director's Application and discussed more fully below,
submitted proposals to purchase Cast indicaring that they were willing and able to pay a price
which, net of costs associated with xalking the sale, would have been greater than the proceeds
which would flow from either a break-up liquidation or a going concern liquidation of Cast.

The Net Price Above Liquidation Value

18,  In or about February of 1993, the firm of Coopers & Lybrand was retained by RBC
to provide advice with respect to Cast. Coopers & Lybrand reported vo RBC that, in the
event of a liguidation of Cast, the total nec realization to RBC on a break-up basis would be
in the mange of 1.8, $45 milion to U.S. $50 million. However, the estimated net realization
on the assets of Cast to RBC duermined by Coopers & Lybrand includes the value of three
conbulkers and excludes consideration of professional fees.

19.  Oun or about February 4, 1994, Coopers & Lybrand provided a report to the Board of
Directors of Cast estimating that the liquidation value on a break-up basis of Cast’s assets was
U.S. $68.3 million. However, this estimate was comprised of U.8, $39.75 million. for Cast’s
three conbulker vessels and excluded the costs of liquidation and severance payments which
“would have to made to texminated employees. ‘Therefore, the liguidation value on a break-up
basis for the assets of Cast, excluding the proceeds from the sale of the three conbulker vessels
is U.S. $28.5 million excluding costs of liquidation and severance payroents.

20.  During the negotiations with RBC with respect to the purchase of Cast, CP retained
the services of The Blackstone Group, an iovestment banker, to assist CP with the
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negotiations. Similar to the Coopers & Lybrand estimate cutlined above, The Blackstone
Group emimated that the total liquidation value on a break-up basis of the assets of Cast was
U8, $62.8 million including the procesds from the sale of the three conbulker vessels, This
liquidation value was composed of U.8. $42 million for the three vessels and U.S, $20.8 million
for all tangible assers of Cast. As w result, the liquidation value for the assets on a break-up
basis of Cast excluding the three conbulleer vessels, according to The Blackstone Group was
U.S. 20,8 million.

21, The Director states that the liquidation value of the assets of Cast on a break-up basis
was significantly lower than the value estimated for the assets by Coopers 8 Lybrand and The
Blackstone Group.

Competitively Preferred Purchasers of Cast

22, The Director denies the allegations found in paragraphs 35 to 41 of the CP Response
that there was no competitively preferred purchaser of Cast at the time of the Merger. The
Director states that, as discussed move fully below, there were several competitively preferred
potential purchasers whose purchase would likely have resulted in a materially higher level of
comupetition aud who would have paid a price which was greater than the procesds from the
liquidaticm of Case,

23.  As noted in paragraph 123() of the Director’s Notice of Application, on or about
Febrary 7, 1994, a proposal was made to RBC by a group consisting of Helix lavestments
Limited, CN and vagious U.S. investore in which RBC would recover 11.5. $80 million, based
on U.S. $20 million st closing, a U.§, $20 million note to RBC to be zepaid over a four year
period and U8, $40 million from the sale of thres conbulker vessels.
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24, In or abour March of 1994, the Bridgeford Group along with Helix lavestments, Vegrar
Equity Partners Limited, Cast mmaagemeat and CN made a proposal to RBC to aoquire Cast
for U.8. $40 million excluding the proceeds from the sale of the three conbulkes vessels.

25.  In March aod April, 1994, RBC received 2 proposal from a group consisting of Chase
Manhattan Capital Corporation, Advent International Corporation, Smith McDonnell Stone
& Co., Helix Investments Limited, CN and Cast management to purchase Cast for $30 million
in cash, 50% of the proceeds of the sale of the three vessels and $15 million in disthessed
preferred shares which would bave eatitled RBC to receive 50% of Cast's free cash flow until
paid in full.

26, On or about June 1, 1994 a group consistivg of Vitran Corporation Inc,, Helix
Investmuents Limited, CIN and Cast management (the *Vitran Group”) proposed to acquire

- Cast for U.5. $40 million, excluding the three vessels, with payment consisting of U.S. $30
million on closing, plus 2 U.$, $10 million note repayable over 5 years. The Vitran Group
also indicated its willingness to provide the deposit required by RBC.

27.  On or sbout June 15, 1994, two woeks after submitting the June 1, 1994 proposal, the
Vitran Group increased its offer to U.S. $40 million plus a participation in cash flow for RBC
above a certain level of achievernent. This participation in cash flow feature was included at
the suggestion of Coopers 8 Lybrand acting on behalf of RBC due o the significant
imprevernent in cash flow of Cost and the positive forecass of Cast’s financial performance for
the next 12 months,

28.  RBC declined to continue negotiations with the Vitran Group and on or about June 16,
1994, RBC accepted CP's offer.

29.  On June 21, 1994, the Vitran Group increased its offer to 1.5, $50 million, payable in
cash on closing. In a letter dared June 21, 1994 Vitran stated that *We will provide RBC
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with a non-refundable deposit at that time to demonstrate that AcqCo will proceed in g
responsible and serious way to close the trungaction. It will be our expectation 1o ¢lose on or
before August 15, 1994.". RBC rejected this further offer of the Vitean Group,

30. A meeting of the Board of Directors of Cast was held on June 21, 1994 to consider the
Vitran Group and CP proposal. At that meeting, RBC presented the CP proposal which it
had already accepted. The Board of Directors of Cast, responding to sigoificant pressure from
RBC and a concern that RBC would enforce its security over Cast, accepted the CP proposal.

31.  The Director states that the proposals of the investor groups noted above contradict
the allegution of CP that there was no competitively preferred purchaser. The proposals noted
above, were all substantially higher than the estimates of Cast’s liquidation value.

32, At paragraph 40 of its Response, CP alleges thar it had the financial resources to acquire
Cast and sustain ivs operations. The Director states that the Vitran Group bad the financial
resources to complete the acquisition, On November 15, 1994, shortly following RBC's
rejection of the Vitran Group’s proposal, Vitran Corporation luc., by itself and without the
resources of the other members of the Vitran Group, acquired the Overdand Group of
Companies for approximately $35 million (Cdn,).

Purchase of Cast by CP

33.  The purchase of Cast by CP allowed RBC to recover a total of U.S. $86 million, an
amount which is substantially in excess of Cast’s liquidation value. The procesds from the sale
consisted of U.S, $55 million for the assets of Cast excluding the three conbulker vessels. The
proceeds from the sale of the three conbulker vessels were approximarely U.S, $31 million
resulting in total proceeds of approximately 1.5. $86 million,
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34.  The allegarion found in paragraph 40 of the CP Response suggests that CP purchased
and revived Cast. In fact, CP only purchased certain assets of Cast, free and clear of the debt
owing to RBC, Based on Cast’s cash flow, another purchaser who received the same terms
regarding the waiver of the RBC debt which was provided to CP by RBC could bave essured
thar Cast’s assets were deployed in the marker as a vigoroms competitor to Canada Maritime.

35.  Throughout the alleged shop of Cast and during its negotiations with the other
potential pusrchasess noted above, RBC remained primarily focussed upon selling Cast's assets
to CP. On or asbout October 1, 1993, CP and The Blackstone Group entered into a
confidentiality agreement with RBC and Cast which allowed for the exchange of information
relating to Cast, At this time, CP begao intensive negotiations, discussions and information
exchanges concerning Cast. Over the course of the next three months, CP and RBC discussed
the concept of & “synthetic bankrupicy® wherein RBC would force Cast into receivership
thereby allowing certain assets to be sold to CP. These negotiations were codenamed “Flyrod”
by CP.

36, .  On or about January 19, 1994, an agreement in principle was reached between CP and
RBC wherein. CP would pay $32.5 million for certain assets of Cast and $5 million for a right
to share in any accounts receivable, The agresment provided for an incentive payment based
on the share of Cast volume retained by CP, up to 4 maximum of $7 million. The transaction
was targeted to close in March, 1994,

37.  The proposed closing of the transaction in March, 1994 did not proceed as RBC became
concerned with the dramatic improvement in Cast's financial results. In pardcular, RBC was
concernad that it could be found to be in breach of its fiduciary duty to Cast if it placed Cast
into receivership and sold its ussets 1o CP rather than selling Cast as a going concarn. In
addition, RBC was cbnwm«i that, due to the improving financial condition of Cast, it would
be much more difficult to obtain the approval of the Competition Bureau for the proposed
transaction,
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38,  During the alleged search for alternarive purchasers, RBC focussed on CP, the one
poteatial purchaser who had 4 strategic interest in eliminating Cast s a principal competitor
10 its subsidiary, Canada Maritime, CP wus willing to purchase Cast at u price significantly
in excess of the net liquidation value in recognition of the substantial strategic gains arising
from the elimination of Cast a5 a oompcmor

39.  In addition to purchasing certain assets of Cast, CP purchased the shares of Cast North
America lnc. Given the appropriate tax structure, such a purchase would allow CP to take
advantage of the significant tax losses accrued by Cast to reduce CP's taxable income or gaing
thereby significantly reducing the effective price paid by CP.

The Alleged Search for Competitively Prefegred Purchasers

40.  Contrary to the allegation found in paragraph 144 of the CP Response, Cast was not
thoroughly and extensively shopped for a period of 18 months. The Director states that there
was no good faith search for w competitively preferred purchaser. Although RK. Johns &

- Associstes ("RK. Johns") were retained on February 4, 1993 for a 6.month term, they did not
-assemible a briefing packege until the middle of 1993.

' 41, In addition, the alleged shop conducted by RK. Johns would not have taken into
account Cast's improving financial condition during 1994. The Director states that the
improving financial condition of Cast resulted in a number of investor groups becoming
interested in Cast, such a3 those competitively preferred purchasers discussed above.

42, The shop conducted by RK. Johns was also defective because investors were expected
to offer a purchase price for Cast’s assets in excess of 115, $35 million, excluding the three
conbulker vessels, Such a price was significantly in excess of the liquidation value of Cast.
As a result, the alleged shop discouraged purchasers who may have been prepared to offer
more than the net liquidation value for Cast’s assets but fell short of RBC's expected price.



: = - EB 2447 12:09 Mo, 005 P12
CDMPEJQJLEPH.#JEIWL{%@Lt-m..u'i IDHU?EJ:]JEN Eﬁﬁu?l?o ] F 10139521123 .14

.121-

43,  The process carried out by R, K. Johns and RBC did not treat all of the potential
purchasers equally. Prior to submitting its proposal in June of 1994, CP had been engaged in
extensive due diligence and information exchange with RBC and Cast. The investor groups
discussed above, however, were only given an opportunity to meet with RBC on a few
oocasions and had not been given the same opportunities for due diligence and information
exchange as CP received,

44,  The Director states that RBC actively discouraged other potential purchasers fram
pursuing an acquisition of Cast. In eady 1994, CP was actively pursuing *strategies” with
RBC and the Port of Montteal to overcome the “objection of the Canadian Competition
Bureau and the NTA", In 2 letter dated March 4, 1994 from Ray Miles of Canadian Maritime
to Jim Anderson of the RBC, Mr, Miles asked for RBC's "continued co-openation” to develop
the *failing firm argument s well as our defence on the ability of competitors to freely enter
the trade through the Montreal Gateway”. The Director states that RBC did not conduct =
shop with the bona fides objective of finding a competitively preferred purchaser but rather
for the parposes of developing a stratepy for overcoming anticipated objections from the NTA
and the Competition Bureau with respect to the transaction. This level of co-operation
between the RBC, CP aud the Port of Montreal began months in advance of the agreement
reached berween RBC and CP in June of 1994 and prior to 2 number of approaches by

alternative purchasers.

National Transportation Agency Decision

45.  'The Director states that paragraphs 1(a), 1(b), 42 chrough 58 constitute argument and
are not pleadings of material fact. The Director disputes and denies the arguments put
forward by CP,

46.  The Divector states that the Nazional Transportation Act, 1987 (*INTA Act™) has 2
distinet and separate statutory mandate from that of the Competition Act and the Competition
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Tribunal. An acquisition under Part VII of the NTA Act is not approved per se, but may be
*disallowed” pursuant to section 247 or, alternatively, "not disallowed®, as was determined by
the NTA in respect of the acquisition of Cast by CP. Section 265 of the NTA Act statest

Operations of Other Acts

265. Nothing in or done under the authority of this Part affects the operation
of any other Act of Pacliament that applies to or in respect of the acquisition
of any interest in a transportation mlsemlun&

47.  The NTA Act was assented to on August 28th, 1987, following the enactroent of the
Competition Act in 1986, The Director states that Parlisment intended, by virtue of section
265 of the NTA Act and the fact that the Competition Act was already in force, that the
provisions of Part VIII of the Competition Act were applicable to trausactions that may also
be reviewed under Part VII of the NTA Act.

48.  Following the review of the acquisition of Cast, the jurisdiction of the NTA to review
aoquisition of wansportation uadectakings under Part VII of the NTA Act bas been revoked
by Parliament,

49.  The Director states that Parliament invended the Competition Tribunal to constitute
w specialized wribunal with the jusisdiction to hear and devecmine all applications made under
Part VIII of the Compesition Ace. The Director staves that Parliament enacred the Competition
Act as legislation dealing specifically with competition matters and it is the Competition
Tribunal which should be shown deference in respect of competition mastters,

The Relevant Market

50,  With respect to paragraph 62 of the CP Response, the Director agrees that break-bulk
service is not a close substitute for the transportation of non.tme sensitive, low-value products
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that require container shipment. The Director, however, denies that break-bulk gervice is a
close substitute for such shipments that do not require containerization, Break-bulk shipments
is, in many cases, more costly than container shipment due to the labourdntensive method of
handling the cargo. Also, there are currently very few break-bulk services available ro shippers
in the refevant market due to the declining demand for this mode of transportation,

51.  The Director specifically denies that the selevant geographic macker is the “Trading
Area” as defined in paragraphs 65 to 72 of the CP Response, While the Dirvector agress chat
Cast and Canada Maritime sell containerized transportation services to US. shippers and
congighess and Canadian shippers and consigoees outside of Ontario and Quebec, the pricing
of these services depends on competitive conditions thar ave distince from those facing shippers
and consigness in Ontario and Quebec,

52, The Director states that, as with other types of transportation services, containerized
transpostation services are priced based on the origin point where the carrier obrains the cargo
and the destination point where the cargo leaves the cerrier’s possession. Congequemly,
pricing is potentially distinct for each origin-destination pair and reflects competitive
conditions that uniquely affect traffic from tha origin to that destination, Cargo transported
between Ontatio and Quebec and Northern Europe and the United Kingdom is priced
distinctly from cargo transported between other markets in North America to poines in
Europe and the United Kingdosm, U.S. and Bucope,

53.  Prices which prevail in Ontario and Quebec for such services are significantly different
for comparable shipments in other geographic aress primarily due to the different competitive
foroes affecting each of the areas. The combined ares of Ontasio and Quebec is the geographic
area in which a merged Cast and Canada Maritinee could initiate and sustain a sigaificant, non-
transitory price increase and is therefore the relevant geographic area to be considered.
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54. In paragraphs 64 to 72, CP overstates and oversimplifies the geographic market by
including carriers operating from the USEC and Halifax. Carriers operwing out of the Port
of Halifax and the USEC do not effectively compete for shippers and copsigoees located in
Ontario and Quebec. Tn the definition of geographic market, CP also includes shippers and
consignees located in areas where Cast and Canada Maritime do not effectively compete, in
particular, the U.S. Bustern Sesboard, which is primarily captive to the USEC ports and
provinces east of Quebec, which are primanily captive to the Port of Halifax.

55.  'With respect 1o paragraph 80 of the CP Response, the Dircotor states that formal tariffs
are frequently discounted through informal independent action or noncompliance, Also,
while a formal tariff may be specified, Halifax and U.S. based carriers are genecally unable or
uawilling to provide a guarantee of container availability for Ontario and Quebec shippers and
consignees. Guaranteed contwiner supply is a crucial part of the service required by shippers
and consignees, Shippers and consignees commonly arrange inland trausportation at a price
significantly less than the conference tariff for inland transportation, In addition, carriers
operating at Halifax and the USEC do not aggressively sarket their services to shippers and
comsigaees located in Ontario and Quebec,

56. The market shares set out by CP in paragraphs 99 to 108 of the CP Response are
incotrect as these market shares are based on the overly broad geographic market set out in
paragraphs 64 to 85 of the CP Response,

57.  'The Director states that contrary to paragraph 102 of the CP Response, Canada
Maritime and CP Rail are vertically integrated. Canadz Maritime and CP Rail are affiliaves
and, @5 a result, it is vezy unlikely thar Canada Maritime would contract with another railway
for its rail services, The Director also stares that Canada Maritime has benefitted from special
pricing by CP Rail for rail setvices which may not have been available to Canada Maritime’s
competitors. The Merger allows both Cast and Canada Maritisse to beaefit from such »
vertical relationship to the detriment of other competitors, CP Rail’s competitor for rail
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services in the Murket, CN, muay also be denied access to a critical mass of container shipping
customers.

58,  On or sbout December 9, 1991, Ray Miles of Canada Maritime, M, Reeves of ACL and
Peter Robinson of the Cooference met with representatives of BOLT to secure their agreement
to price no lower than 10% below Conference tariff. BOLT was coerced into accepting to
negotiate with the Conference or face the consequences of rate war reprisals. Ray Miles had
initisted a plan whereby the Conference carriers agreed to reduce their capacities, cancelled

specidl raves and instituted new ne policies. This plan allowed BOLT to significantly increase
is market share, The Confersnce members solicited BOLT’s membership in the Conference
but were unsuccessful. The Conference members then threatemed rate reprisals which would
amount to “a blood-bath on the North Atlantic®, This led to 2 “10 Pexcent Agreemeat” which
expressed BOLT’s intent to price ac no less than 10% of the Conference tariff. Such
arrangement or understanding has persisted to at least the end of 1996.

59,  The Director denies the characterization of barriers to entry set out by CP in
paragraphs 125 1o 127. In alleging that barriess to entry are low, CP has concentrated on
events in an overly broad geographic roarket. Entry at the Port of Montreal is more difficult
as it is a niche market. The larger vessels referred to in paragraph 133 of the CP Response
cannot be wecommodated at the Port of Montreal. Effective entry by any comperitor would
require the acquisition of smallex ice strengthened shipe. Terminal facilities would also have
to be artanged or established. Both Cast and Canada Maritime are vertically integrated with
respect to the terminal facilities at the Port of Montreal.

60, The Director denies that cartiers operating from the USEC or Halifax would have an
incentive to euter the Market, Existing U.S. carriers have little motivation to establish »
service at the Port of Montreal as they are already competing for U.5. origin cargo from their
U.S. based operstions and, as admitted in paragraph 69 of the CP Response, Ontario and
Quebee cargo alone does mot justify service at existing levels, Further, those carrers operating
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from the USEC which e TACA members would be legally prevented nader U.S, law from
pricing at the same discount to U.S. conference tariff as applied by the cartiers cucrently
operating out of the Port of Montreal,

61.  Further, the Director states thar Canada Maritime and the other SLCS members have
engaged in discussions with ‘TACA members who operate from USEC and Halifax, a group
refexred to as the Interested Carriers Group, to disenss, among other things, priciog in respect
of containerized shipping services from points to and from the United States to Europe and
the United Kingdom,

62, Canada Maritime and the other SLCS members avoid discounting beyond a 10%
discount off U.S, conference tariff in an effort to avoid precipitating retaliatory action by
TACA, carriers.
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