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THE CANADIAN NORTHERN AND THE GOVERNMENT.

AFTER over three months of steady and persistent
lobbying by Sir William Mackenzie, Sir Donald
Mann, Mr. Z. A. Lash, K. C., and all the influences
which they could bring to bear, the Borden Govern-
ment presented to the Conservative caucus on April
98th the Canadian Northern aid proposals. These
involve a Federal bond guarantee of $45,000,000, with
a further credit, if necessary, of interest payments at
four per cent. per annum On these bonds for three
years after the completion of the transcontinental
line from Montreal to Vancouyver. In other words,
after giving the company 2 straight cash gift of nearly
$16,000,000 last session, the Government now pro-
poses to extend a further credit of some $50,000,000.

Mistrust and Mistakes.

As soon as the proposals were presented to the
caucus, two of the leading supporters of the Govern-
ment, Messrs. R. B. Bennett of Calgary, and W. F.
Nichol of Kingston, both lawyers and close students of

C. N. R. financing, left the caucus and made public
declaration of the fact that they opposed the agreement
lway promoters and

as being in the interests of the ral

against the interests of the people. After some three
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Public Ownership of Liabilities—Private Ownership of Profits.

of tunnel and terminals at Montreal. The initial mis-
takes, however, both in the drafting of the resolution
and In the presentation of the return are a fine
commentary on what the people may expect from the
Government’s handling of the whole bargain.

The Outline of the Proposed Deal.

The main features of the bargain itself may be
briefly summed up. In essence the people of Canada
after paying, either in cash or credit, two-thirds of the
capital which has gone into the construction of the
road, are asked to become junior partners with Messrs.
Mackenzie, Mann and Lash, with $40,000,000 of the
Common Stock owned by the people of Canada, and
$60,000,000 of the Common Stock owned by the rail-
way promoters. The latter occupy the position of
senior partner with $60,000,000 of stock which cost
them in reality only the expense of printing the paper
certificates. Mackenzie and Mann retain all the pro-
fits they have hitherto made in their capacity as con-
tractors for the C.N.R. company. The amount of
these profits is at present only conjectural, but it is
certain that they run up into the many millions. No
accounting is asked. They retain control of the road,
control and ownership of a majority of the stock, and
if the road should become a profitable undertaking they
reap the profits.

Canada, as a junior partner, assumes all the liabili-
ties already contracted, and becomes responsible for
the future liabilities entered into by the controlling
partner. If the road should become insolvent, Mac-
kenzie and Mann could step out with their profits.
The people of Canada will then shoulder the burden
and pay the obligations. The Government takes the
right to name one director on the Board. It can only
take over control in case the road becomes insolvent,
and under the agreement, Mackenzie and Mann have
three years still in which to finance themselves into
the best position either for retaining control or for
stepping out with all possible assets and no liabilities.
Their personal fortunes are generally understood to be

up in the tens of millions. They pledge not a dollar of

their extraneous assets in the undertaking. It is
doubtful if they have put a single cent of their own
money into it. The security they give the Govern-
ment for the additional public credit of some $50,000,-
000 is, according to those who have studied the situa-
tion most closely, only the value of the Common stock.
That Common stock, as has been said, cost Mackenzie
and Mann nothing, and its intrinsic value may be
nothing. 2 :

These are but some of the main features of the
agreement. The whole bargain has been conceived
in secrecy, its real meaning and intent when endorsed
by the caucus was practically unknown, and the in-
formation necessary to an intelligent discussion of the
whole matter has not been supplied in anything like
adequate form.

The Government has looked after the interests of
the railway knights. It remains for Liberalism to

t | look after the interests of the people.



