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Foreword

This document was prepared as phase two of the Improved Reporting to Parliament Project
which has been established within the Treasury Board Secretariat to improve the Expenditure
Management information provided to Parliament, and to update the processes used to prepare
this information. This is part of a broader initiative known as “Getting Government Right” to
increase the results orientation and increase the transparency of information provided to
Parliament.

During the period from August 1995 to June 1996, extensive consultations were held with
Members of Parliament and other key stakeholders to examine options to improve the
information provided to Parliament. A clear requirement was identified to provide a focus on
departmental performance and actual results achieved.

In June, 1996 the House of Commons gave its concurrence to tabling, on a pilot basis, separate
performance reports from sixteen departments and agencies. These pilot documents will be
evaluated, and if Parliament and others endorse the approach, Parliament will be asked to
formally approve the introduction of separate performance reports for all departments and
agencies beginning in the fall of 1997.

These documents are also available electronically from the Treasury Board Secretariat Internet
site: http://www.ths-sct.gc.ca/tb/key.html

Comments or questions about this document, or the Improved Reporting to Parliament Project,
can be directed to the TBS Internet site, or to:

Government Review and Quality Services
Treasury Board Secretariat

L’Esplanade Laurier

Ottawa, Canada

K1A OR5

Telephone: (613) 957-7042



A message from the Minister of Transport

1995-96 was a pivotal year for Transport Canada. It was an exciting time
for the transportation sector of Canada's economy. Over many years, governments
in Canada invested in, owned, operated, regulated and controlled our
transportation systems. This led to an over-built, over-subsidized and
over-regulated environment. In 1994, Transport Canada announced a plan for a
far-reaching modernization of the transportation system. 1995-96 saw this plan
move us toward a more efficient, commercially driven, regionally responsive
infrastructure, less dependent on public subsidies. In short, a transportation
L | system on which a new economy can ride.

b
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Transport Canada is working hard to meet the federal government’s
commitment to get government right for Canadians. The modernization that we are undertaking acros
all sectors -- air, marine and land transport -- is directed at best meeting the real needs of Canadians
We are seeking to achieve greater efficiency and reduce public subsidies. We are looking to instil mor
business discipline. We are also trying to make transportation infrastructure more responsive to the
needs and opportunities of Canada's regions and to provide a greater say to the users of the
transportation system. Also, in all sectors, we are seeking these improvements while focusing on our
top priority -- safety.

Transport Canada has taken major strides in the right direction. We have begun to
commercialize federal airports, and we will soon commercialize the civil air navigation system. We
sold the Canadian National Railway through the largest and most successful initial gftdolilcg of
shares in this country's history. We announced a new marine policy that will see the
commercialization of public ports, ferry services, marine pilotage and the Great Lakes-St. Lawrence
Seaway system. We eliminated close to $700 million in subsidies and passed legislation to modernize
the transportation regulatory framework. We also signed an "Open Skies" agreement with the
United States and announced a new international air transportation policy.

These initiatives changed, forever, the essential role of this department. No longer focused on
operating major portions of the transportation system, Transport Canada re-oriented itself to provide
for a new departmental structure emphasizing strong policy and safety direction and client-oriented
service. As the department celebrates its 60th anniversary in 1996, it faces its greatest challenge --
building a new Transport Canada that promotes a Canadian transportation system that is responsive t
the country’s changing needs. We have faced, and will continue to face, this challenge head-on to
provide Canadians with a safe, competitive transportation system.

David Anderson, P.C., M.P.



Transport Canada 1995-96 Performance Report

About this report
This performance report set outs what Transport Canada accomplished in 1995-96.

» It explains what this department did to improve the safety and efficiency of the transportation
system.

* 1In 1995-96, this department undertook major changes to the way it carried out its business. This
report explains how and why it developed a strategic plan and the progress it made against this plan
in 1995-96.

» Over the past several years Transport Canada has experienced a net budget decrease. This report
explains where the department spent its resources in 1995-96 and how it was able to achieve
savings.

The following symbols are used in this report:

& Further information on this subject is available on the indicated page.
AN Further information on this subject is available in another document. See p. 48.
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1.0 Executive summary

1995-96 was a year of tremendous change for Transport Canada. The department’s challenges were
many as it began to modernize the Canadian transportation system to enhance its viability, to encoura
its competitiveness and to promote its efficiency. The department began implementing measures for t
commercialization of its operations. It reduced its reliance on government funding by decreasing or
eliminating subsidies and through greater cost recovery. It developed policies that enhance the
efficiency of the transportation system. And, it did all of these while continuing to maintain the
system’s high level of safety and security.

The safety and security of the transportation system was maintained

Road safety Traffic fatalities per 100,000 licensed drivers in Canada in the decade ending in 1994
decreased by 40 percent. In 1994, Canada tied for 5th lowest in the world in road users killed on a pe
registered vehicle basiss{ See p. 34)

Rail safety: For the period 1984 to 1992, Canada’s accident rate2@gsercent lower than the U.S.
for main track collisions and 28 percent lower for main track derailments. In the decade ending in
1995 accidents atailway/highway crossings have decreased by 43 percentSge p. 32)

Aviation safety. The accident rate for aviation transportation has declined slightly over the last three
years. &~See p.26)

Marine safety: Accident and fatality rates per 1,000 vessel arrival and departures has been stable ove
the last decade. In fact, the 1995 total of 685 shipping accidents reported to the Transportation Safet
Board represents a decrease of 14 percent from 1994. It is also 20 percent lower than the annual
average for the previous five years, and is a 10-year (ew.See p. 23)

The department decreased its reliance on government funding

Reductions in subsidies National Transportation Agency (now called the Canadian Transportation
Agency) subsidies totaling over $650 million under #t&antic Region Freight Assistance Act
(ARFAA), the Maritime Freight Rates Acand theWestern Grain Transportation Aetere abolished
since they did not contribute to the efficiency of the transportation systemSée p. 14)

Revenue generation The department implemented revenue generation initiatives to shift a greater
share of the cost of the transportation system to its direct users. These initiatives generated over
$80 million in new revenue in 1995-964s( See p. 15)

The department worked towards the commercialization of operations

National Airports Policy - The department achieved its target of 29 airports transferred in 1995-96. It
also achieved gross operating savings of $13 million - $10 million greater than planned. Transport
Canada will continue to set safety and security standards for all airports)Sd€e p. 11)

1.0 Executive summary
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Air navigation system: Agreements on the transfer of assets, employees and safety guidelines to NAV
CANADA, a not-for-profit private sector corporation, were signed. In March 199&thié Navigation
Services Commercialization Aefas tabled and on June 20, it received royal assent. A transfer is
expected in November 1996« See p. 13)

CN Rail: 100 percent of the government’s holdings were sold in the largest agffeting in
Canadian history, raising more than $2 billion in grosscpeds. &~ See p. 8)

Motor Vehicle Test Centre: Bids from parties interested in operating the test centre as a government-
owned contractor-operated (GOCO) facility were evaluated in 1995-96. PMG Technologies Ltd. will
operate the centre under a five-year contract that commenced on June 15,s49%&e(p. 21)

Ship inspection: Partial delegation of ship safety inspection activities to classification societies is
being examined. The department must keep quality assurance and ultimate accountability for ship
safety. ¢~ See p. 14)

The department developed policies promoting transportation efficiency

International policy and “Open Skies” agreement: These policies created more than 100 new
scheduled routes and increased seat capacities by 26 peraereé p. 9)

Canada Transportation Act: The Act came into effect on July 1, 1996, to streamline economic
regulation. &~ See p. 8)

National Marine Policy: The policy was announced in Decemlé95. It ensures that business
principles are applied to the development and operation of marine transportation infrastructure
services. &~ See p. 10)

» Legislation: Legislative changes including ti@anada Marine Act (CMAdabled in June 1996.

e Ports: Transfer of major ports to Canada Port Authorities, and other ports to other governments,
community groups or private interests, to begin in 1996-97.

 Seaway: Commercialization negotiations with a user group are underway.
» Marine pilotage: Pilotage authorities will become self-sufficient.

« Marine Atlantic: Measures to reduce costs and increase efficiency through commercialization,
vessel management and streamlined services are kaargined.

« Other ferry services: Transport Canada has reviewed subsidies provided to private ferry operators
for possible cost savings.

Coast Guard Merger with Fisheries and Oceans: This merger wascompleted in 1995-96 for
economies of scale in a combined government operation. Savings will be reported by the Department of
Fisheries and Oceanss.( See p. 14)

4 1.0 Executive summary
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2.0 Background to the transport program

Transportation Agencies In addition to the g See p. 37 for full organization
department known as Transport Canada, other chart.
transportation-related agencies exist.

« TheCanadian Transportation Agency (formerly called the National Transportation Agency) is
responsible for the economic regulation of transportation. It reports to Parliament through the
Minister of Transport and produces its own Part Ill.

e TheCivil Aviation Tribunal is an independent body that responds to requests from the aviation
community to review enforcement and licencing decisions taken by the Minister of Transport under
the Aeronautics Act It reports to Parliament through the Minister of Transport and produces its
own Part IIl.

 TheGrain Transportation Agency which formerly reported separately to Parliament through the
Minister of Transport, became part of Transport Canada in 1995 and was renanvédsdteen
Grain Transportation Office (WGTO) . In 1995-96, the WGTO was part of the Departmental
Administration Business Line.

« TheTransportation Safety Board of Canadais an independent board that reports to Parliament
through the President of the Queen’s Privy Council. It does not form part of the transportation
portfolio since it investigates and reports on transportation system failures in areas regulated by
Transport Canada. Its inclusion in the Minister of Transport’s portfolio would create a conflict.

& See p. 47 for a list of acts governing

Objective: Transport Canada’s objective federal transportation activities.

in 1995-96 was:

To attend to the development and operation of a safe and efficient national
transportation system that contributes to the achievement of government objectives
and to operate specific elements of this system.

Partners in transportation: The department works in partnership with others to achieve its objective
of providing safe transportation.

» Other federal government departments (for instance, Fisheries and Oceans in marine safety) and
other levels of government (particularly on the roads through the development and enforcement of
traffic regulations and the maintenance of the road system).

e The transportation industry - the shippers, carriers and the operators of the infrastructure.

Clients: The department’s clients are:
e« The Canadian public which expects the transportation system to be safe, accessible and affordable

e Transportation sector carriers, shippers, manufacturers and system operators which expect the fair
application of regulations and the development of policies to enhance their viability.

2.0 Background to the transport program
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3.0 A brief history of the department and the transportation sector
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Department was createdy amalgamating functions of the Department of Railways
and Canals, the Department of Marine, and the Civil Aviation Branch of the
Department of National Defence.

Tremendous growth
» 149 new airports built and 73 existing facilities expanded.
» Locomotives and cars worth $22 million bought for Canadian National Railways.

* Increased radio aids to navigation were required to support air and marine
transport.

Upgrading facilities
e 1959 - St. Lawrence Seaway opened.
e 1962 - Trans-Canada Highwafficially opened.

» Introduction of jet aircraft required massive airport construction and more trained
specialists for air traffic control.

New areas of concern

» Pollution became a major concern and the department began working towards
protecting people and the environment from transportation-related pollution.

e Threats to transportation security increased with the rising incidence of
international terrorism.

e Access to transportation services for persons with disabilities became a major issue,
spurred in part by the increased awareness of need resulting from the International
Year of Disabled Persons in 1981.

Market changes

* Reduction of tariff barriers under GATT and free trade agreements replaced
traditional east-west trade patterns with north-south patterns.

» Globalization of markets and international economic integration enhanced the need
for transportation to contribute to Canada's competitive position.

» Structural shift occurred in the Canadian economy with less focus on
transportation-intensive raw materials and more on high value goods and services.

» Passenger air travel and trucking grew, passenger rail travel and Seaway traffic
declined, resulting in rail and port network infrastructure problems.

Recession and government debt reduction
* The recession created reduced demand for freight and passenger transportation.

» Airlines, railways and the Seaway had an overcapacity of capital and labour and
faced serious financial difficulties.

* Government priorities of debt reduction, economic adjustment, job creation,
medical care and social security resulted in it no longer being able to afford $2.3
billion annually in direct and indirect subsidies for the transportation system.

6 3.0 A brief history of the department and the transportation s
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4.0 Implementing the department’s strategic plan in 1995-96

Demands were coming from every direction:

* The users of the system for more and better services.

» The transportation companies for a more hands-off approach in terms of regulating the industry.
 The need to reduce the deficit and reduce total transportation costs.

Transport Canada determined that it was time to act. It examined the conflicting needs of the
transportation system users and the taxpayers to determine the appropriate role for the federal
government to play in such a system and developed a plan to bring the two in line. While the
department’s mission will always involve the assurance of safe transportation for the country, Transpo
Canada’s strategic plan assumes that the means by which it achieves this goal must change to respor
to the changing environment. Transport Canada’s plan is based on pursuing four strategies to adjust
policy and operations to meet these new demands.

ONE PLAN FOUR STRATEGIES
g

To move Canada’s transportation system into 1. A new transportation policy framework

the 21st century, thereby assisting Canada’s 2 The essential role of the department

continued prosperity and competitiveness in thg
4

world economy, while continuing to assure the Revenue generation

safety of the system. . Administrative and functional review

4.1 A new transportation policy framework

What are the department’s long term goals?

 To encourage a competitive transportation system to meet the essential transportation needs of
Canadians.

» To foster an environment that enhances the viability of the transportation industry.
* To make the transportation system more responsive to changing demands.

» To promote efficiency and safety.

* To reduce the transportation system’s direct reliance on subsidies.

How is the department going to accomplish these goals?

* By changing or eliminating outdated and @eessary legislation and regulation.
* By reducing excess or unnecessary infrastructure and services.

* By reducing or eliminating transportation subsidies.

4.0 Implementing the department’s strategic plan in 1995796
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4.1.a Surface policy & See p. 32 for information on rail safety. See .
19 for surface policy day-to-day operations.

The department said it would:
» Develop a rail renewal action plan.

* Review the economic and regulatory environment of the railway system to determine what steps the
government could take to ensure that Canada’s national rail-freight system is viable and affordable.
The review was to address the regulatory, cost and public policy burden and network restructuring
issues.

What the department did and how it measures up:

Canada Transportation Act (CTA) A review of the economic and regulatory environment of the
railway system, including extensive consultations with stakeholders, was completed early inA985
result, the newCanada Transportation Aakas tabled in June 1995 and proclaimed on July |, 1996.
One of the main features of this astto modernize and streamline rail regulation. It replaces the rail
economic regulation of both theailway Actand theNational Transportation Actand will shift the

focus from the abandonment of under-used rail lines toward the development of a healthy short-line
industry. This will reduce costs to mainline railways, while providing shippers with more efficient,
lower-cost service and a greater choice of operators.

The newCanada Transportation Acteads to improved efficiency

Before the enacting of th€anada Transportation Actail companies had to submit applications to thje
National Transportation Agency seeking their approval to abandon rail lines. Abandonment
applications were time consuming and not always approved. As a result, under-utilized rail lines pere
still maintained through subsidies paid by the federal government to serve the interest of small
segments of the public that use those rail lines. Because the process involved proof that a line Wﬁs

uneconomic, railways that wanted to rationalize their networks allowed service to deteriorate. Th
CTA allows railways to abandon lines after reasonable notice. Federal railways make available ajthree-
year plan showing which lines they intend to keep and which they intend to either sell or discontinjue.
Interested parties are then given ample opportunity to purchase the lines. If no party, including &
levels of government, are interested in acquiring a line, the railway is able to cease operation and
dispose of the assets as it wishes.

Sale of CN Canadian National (CN) shares were sold on the open market in November 1995 resulting
in the company’s complete privatization. The gross proceeds from the sale of the Crovniléi&®9

shares total $2.16 billion. The shares, priced at $27.00 each, are payable in two instalments over the
next year. This initiative will give CN theecessary freedom to make strategic operating and
investment decisions quickly. It will also allow it to seek new sources of private-sector equity capital to
fund these decisions. This sale will result in fiscal savings for the Government of Canada and
Canadian taxpayers. The proceedH tvelp meet the government’s deficit reduction targets by

reducing its borrowing requirements and debt service costs.

8 4.0 Implementing the department’s strategic plan in 1995-96
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4.1.b Air policy & See p. 26 for information on aviation safety.
See p. 30 for information on airports operations.
See p. 11 for information on airport transfers.

The department said it would:
» Address pressures to liberalize the Canada - U.S. market.

* Realign international routes.
* Introduce financial fitness requirements for new entrants.

What the department did and how it measures up.

“Open Skies”: The new “Open Skies” agreement signed February 24, 1995, generated new and
expanded transborder air services for Canadian communities, the travelling public and Canadian
shippers.

» Canadian and U.S. airlines added new services to major U.S. destinations such as Washington,
Denver, Minneapolis, St. Louis, Orlando and Atlanta from one or more Canadian cities.

e Since the signing of the “Open Skies” agreement, about 100 new scheduled transborder routes hav
been introduced. About one-quarter of the routes are newly added by Canadian carriers. Another
one-third of the routes are converted from charter services operated by Canadian carriers to
scheduled services. The remainder are new routes operated by U.S. carriers.

e Total seating capacity is 26 per cent above pre-agreement levels when comp@@mhgummer
service levels to those scheduled for 1996.

International Air Transportation Policy: In 1995-96, the International Air Transportation Policy
announced in DecembéR94 was set into place resulting in ever-increasing levels of service for
Canada's travelling public, and new opportunities for Canada's air carriers. Eight new services were
initiated pursuant to the new policy.

Bilateral air agreements In 1995-96, Canada negotiated new bilateral air agreements with Indonesia
and Malaysia and a new memorandum of understanding (MOU) with Iceland. It also updated
agreements with Brazil, Korea and Switzerland and an MOU with Singapore, and established higher
capacity levels with Japan. New or expanded international air services by Canadian or foreign air
carriers resulted in most cases.

Financial fithess requirements By ministerial directive, pursuant to tiNational Transportation

Act (198§, the National Transportation Agency (now known as the Canadian Transportation Agency)
was given instructions to review the financial fitness of new entrants operating large aircraft seeking
licences for international non-scheduled services and/or scheduled services to the UGan@ta
Transportation Actextends this requirement to be financially fit to include all services, both domestic
and international, involving aircraft carrying 40 or more passengers. In addition the new act prohibits
the sale of air services prior to the issuance of the required licence.

4.0 Implementing the department’s strategic plan in 1995996
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4.1.c Marine Policy & See p. 23 for information on marine
safety.

The department said it would:

» Develop a comprehensive marine strategy to address the overall management of the ports system, the
future role of the Seaway and ways of reducing user costs.

What the department did and how it measures up:

National Marine Policy: Unveiled in Decembet995, the National Marine Policy takes into account

both the work of the Standing Committee on Transport and the department's consultations with marine
shippers. The new policy will ensure that business principles are applied to the development and
operation of marine transportation infrastructure and services. This policy will help ensure that
shippers have access to efficient, affordable and safe marine transportation. The main elements are:

 TheCanada Marine Act,which was introduced in June 1996, will affect most aspects of the marine
transportation system.

» Public ports will be commercialized. The Minister of Transport has legislative responsibility for
572 ports, wharves and harbours. Meanwhile, Fisheries and Oceans is in charge of more than
2,000 small-craft harbours and wharves. Under the new policy, ports that are important to
international trade will make up the National Ports System and be transferred to financially
self-sufficientCanada Port Authorities made up of representatives nominated by port users and
governments.Regional/local portswill be transferred, with federal help through a $125-million
Port Divestiture Fund to provincial governments, municipal authorities, community organizations,
private interests and other groups over a six-year period. These ports will be managed by local
interests in a manner more responsive to local needs, with lower costs and better service. While
maintenance ofemote ports (those in isolated communities which rely on both marine
transportation and an existing Transport Canada fixed-wharf structure) will be ensured by the
Government of Canada, operating efficiencies will continue to be sought.

e« The Great Lakes-St. Lawrence Seaway systers too costly and needs to be revitalized. The
Seaway’s long-term survival depends on sustaining healthy traffic levels. Transport Canada is
pursuing options for making the Seaway a more efficient and effective transportation system,
including the establishment of a new private-sector not-for-profit corporation to operate the Seaway
locks and channels.

 The department will review the subsidy it provides to priviarey operators for possible cost
savings, while respecting all constitutional obligations and maintaining remote and essential ferry
services. In 1995, Newfoundland took over ferry services on the south coast of the province.

» Marine Atlantic will be directed to substantially reduce its costs and increase efficiency. The
corporation will explore new vessel management and procurement practices. It will take steps to
streamline services and match the operating season of its vessels to traffic dephamued
reductions of $12.8 million in 1995-96 were achieved.

 The government undertook the most comprehensive reviemaoine pilotage servicessince the
inception of thePilotage Actin 1972. Reviews included: the validity of currently-designated
compulsory pilotage areas and the designation criteria; the qualification criteria for pilots and
pilotage certificates, and the basis for granting
exemptions and waivers; the need to speed up the
rate-setting process for new tariffs; and the absolutg
need to reduce costs. This process gave rise to
numerous changes to tiélotage Act(as part of the
Canada Marine Adt

&~ See p. 20 for information on Maring
Atlantic and other ferry services. See p.
25 for information on pilotage authoritigs.
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4.2 The essential role of the department

What are the department’s long-term goals?

To provide for more efficient and modern transportation service delivery.

To improve the competitiveness of the transportation system by providing for the ability to raise
private capital and introduce new technologies and compensatory revenues.

To improve the transportation safety and policy framework as a result of the department focusing ot
these core activities.

To reduce economic distortion as a result of reduced government participation in operations of the
transportation system.

To reduce overall transportation system costs to the taxpayer.
To have transportation services that better and more quickly respond to local needs.

How is the department going to accomplish these goals?

4.2.a National Airports Policy

By commercializing its major activities (commercialization is any approach by which market
discipline and business principles can be introduced to traditional government activity).

By divesting itself of its operational role in the transportation system to focus on providing national
policies and standards to ensure safe services to Canadians.

& See p. 30 for information on
airports operations.

The department said it would:

Retain ownership of the 26 airports in tNational Airports System but transfer their operation to
Canadian Airport Authorities by the year 2000 (national airports handle 94 percent of air travellers
in Canada).

Transfer ownership afegional/local airports to regional interests by the year 2000.

Implement anAirports Capital Assistance Programto provide financing for airside safety-related
capital projects for transferred airports.

Transfersmall airports with no scheduled service to community interests by 1997-98.
TransferArctic airports to territorial governments.

Save $100 million and 2,500 FTEs per yedsy the year 2000-01 (including an estimate of
departmental overhead savings).

Shift the costof running Canada's airports from federal taxpayers to those who actually use the
facilities.

Allow greater community sayin the operation of its airport.
Remain responsible for developing and monitoraviation safety regulationsand standards.

4.0 Implementing the department’s strategic plan in 1995196
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What the department did and how it measures up:

In July 1994, the Minister announced the implementation of the National Airports Policy. In 1995-96,
Transport Canada achieved its goals with respect to the implementation of the policy, both in terms of
the number of airports transferred and the savings achieved. Savings in gross operating costs were $13
million - $10 million more than originally planned. In addition, a new Airports Capisslistance

Program put in place to assist the transition funded ninggioworth $1.7million.

Transferre 6  1995-96 1996-97 to Totgl Letters of intght
1994-9 d _Achieved 2000-01 signed *
National airports* 19 2n D
Regional and local airports 13 56 69 3(
Small and satellite airports 7 23 31 1d
Arctic airports 9 2 11 -
6 29 100 139 4

* Includes 5 National Airports System airports (Dorval, Mirabel, Edmonton, Calgary and Vancouver) transferred before the
implementation of the National Airports Policy; and excludes two Arctic airports that are part of the National Airports Syste

** Excludes airports already transferred.

In 1998-99, the Department will undertake a survey of users at transferred airports to determine the
extent to which services meet expectations and finance operations as well as whether user costs have
increased or decreased. An early indicator of the success of the policy is the accomplishment achieved
under new administrations of the airports transferred to Local Airports Authorities before the
implementation of the National Airports Policy. The success of the model is evident at Vancouver
International Airport, which has been operating under local control since July 1992,

]

Vancouver International Airport - a model of success

The experience of Vancouver International Airport illustrates perfectly what the government hopeg to
accomplish. The federal government ran Vancouver International for many years, and ran it well. || But
that is all the federal government did. It did not have the mandate to actively promote the unique| site-
specific opportunities associated with Vancouver International Airport, to aggressively pursue bus|ness
opportunities, or to take commercial risks.

In the summer of 1992, the airport was transferred to a Local Airport Authority. The Vancouver
Airport Authority, a locally constituted group, has that freedom. Because it has that freedom, it has
turned Vancouver International into an engine of growth and job creation. Vancouver InternationEI is
hiring extra staff, raising pay, opening a new air terminal building and constructing an additional

runway.

The passenger volume reached 12 million in 1995 - up 11 percent from the previous year. In ad(ﬂtion,
thanks to “Open Skies”, at Vancouver International Airport already 21 new, daily flights are landin|g

and departing.

12 4.0 Implementing the department’s strategic plan in 1995-96
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4.2.b Commercialization of the air navigation system (ANS)

&~ See p. 26 for information on air
The department said it would: navigation system operations.

* Make a decision on whether to commercialize the
air navigation system and, if so, choose between a Crown corporation, not-for-profit commercial
organization or mixed-enterprise.

* Prepare for commercialized operations.
» Develop safety regulations to monitor the operation.

What the department did and how it measures up:

Consultations: The 1994 federal budget directed Transport Canada to study ANS commercialization.
User groups, unions, other interested parties, and the Canadian public were consulted. Aviation
associations, airlines, business-aircraft operators and airline pilots all endorsed this move.

NAV CANADA: Incorporated in May 1995, NAV CANADA is a not-for-profit private corporation that
will operate the air navigation system. It is run by a board of directors, five of whom were appointed b
domestic users, two by the unions and three by the government. Four independent directors and a C
were chosen by the board. This equitable representation strengthens the partnership betwe
government, industry and labour and should result in a smooth transition.

Agreement-in-principle reached Following the decision to commercialize the ANS, announced in the
1995 budget, Transport Canada began the negotiating process, including discussions with the unions
the conditions of transfer. An agreement-in-principle was reachecoemberl995 to transfer the air
navigation system from Transport Canada to NAV CANADA for $lilbdn. Negotiations relating to

the transfer of assets, revenues, and employees were completed to determine the terms and condition
sale. Closing of the main NAV CANADA agreemenitlvoccur onceNAV CANADA meets the

conditions of the agreement. The transfer is planned for November 1996.

Federal employees to be transferred:Approximately 6,100 federal employees now working in
support of the ANS will be transferred MAV CANADA. As part of another agreement reached
between Transport Canada, NAV CANADA and the bargaining agents on September 8, 1995,
transferring employees willeceive equivalent pay, benefits, recagm of service, and working
conditions in the new corporation. In accordance with current agreements, employeexeviler
severance payments upon their departure from the federal public service.

Safety regulations in place: Safety will continue to be given the highest priority by both

Transport Canada and NAV CANADA. Regulations under Alegeonautics Acwill require

NAV CANADA to have an internal safety management program aitldpnevent reductions in services
where safety would be jeopardized. Transport Canada will be able to carry out safety inspections and
audits of the new corporation to ensure its continuing compliance with the regulations.

Framework for evaluation: Commercializing the air navigation system will increase its ability to
respond to changing demands and new technologies, maintain safety, and reduce costs to the taxpaye
Following the transfer, Transport Canada will develop a framework to determine whetheijabtvels

of the transfer have been achieved.
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4.2.c Canadian Coast Guard/marine transportation

s See p. 10 for
information on harbours and

The department said it would: ports.

» Perform a review to determine the feasibility of merging fleets
from several departments into a single integrated and efficient civilian coastal fleet.

» Review the concept of delegating some ship inspection activities to classification societies.

* Review the potential for bringing stronger commercial management practices and principles to
public harbours and identify potential facilities for devolution.

» Implementre-engineering and restructuring initiatives and standardize levels of service.

What the department did and how it measures up:

Merger of Canadian Coast Guard (CCG) with Department of Fisheries and Oceans (DFO)The

February 1995 budget announced the merger of the Canadian Coast Guard and the Department of
Fisheries and Oceans into a combined departmental operation to gain efficiencies, particularly in the
fleets. With the transfer to DFO on April 1, 1995, of icebreaking, marine navigational aids, search and
rescue, and environmental response, Transport Canada changed its focus to marine regulation
development and enforcement, ports and harbours, and pilotage authorities. Program Review reduction
targets relating to fleet integration, re-engineering, restructuring and levels of service were also
transferred to DFO for implementation.

Delegation of inspection to classification societiesin response to the recommendations of the Marine
Regulatory Review Panel’s 1993 report to the Minister, Transport Canada is examining the concept of
delegating some ship inspection activities to classification societies or developing other inspection
schemes such as a self-inspection program. The department will put a quality assurance program in
place before delegation and will continue to have ultimate accountability for the safety of ships and for
protection of the marine environment. Amendments toGhrada Shipping Acare required to allow

for further delegation to classification societies or for self inspection regimes. These amendments are
expected to be introduced in Parliament in late 1996.

4.2.d Blainville Test Centre

The department said it would:
» Prepare requests for bids and develop terms and conditions for transfer in 1996

What the department did and how it measures up:

The role