
SENATE

Hie -aid: Honourable senators. I do flot know
how imuh time the Senate will give t-o the
studv of this Bill on its second reading. 1
suggested two or three days ago that if lion-
ourable mnembers wc.re agreecoblie the Bill -hould
be submît, 'i to the Standing ('ommnittee on
Railways, TeIt graphis and Harboîîrs for cx-
amination and re-port. J should mention now.
for the information of the, Hotisr. after con-
sulting w ith my righit hionourable friend oppo-
sit.e (Righit Hon. Mr. IMeighcen-), chiat; if seconed
reading is passedi tîis .afternoon, I shall move
that the mecsure be .referred to that. committre
to býe takcn up this evcninig. We are rapidly
moi ing towards the end of the session and J
think w e siouild Jose no timie ini de-aling« with
bills of importance tha t are coming froni the
ilouno of Commons.

My right honourable friend lias a-ked mce
to giv c omne details as t-o the working of tlîis
Bill, which is entitlcd "Ani Act to prox ide for
revision of t he accounting set-up of the Cana-
dian National Railway Sv.tem," and xvhich.
if il goes into thew Statite Book, w ili bc koonn
as Thc Canadian National I1ailw:îvs Capital
Revision Act. 1937.

The balance. shcet cof the Canadian National
Raàilw aysi made nxu - sary by pri rî,,,it arroitiot-
ing leitisl'tion. prc"ents the de-bt of the rail-
lçay in figuîres tliat are soneW'liat fantast ic
îvlicn comp:ired îvitl the artual inv'estmecnt of
thie Dominion Govcirnmient in tHe property.
Nerd for n vi-ion of the accotint. lias hemn
mempha.z;ezl lw Sir Jo7reph Flavelle, firýýt chair-
man of t lit raile ai, lw two frsof cliartere d
arcocîntants who reîîorted. on the suibjeet in
1925, bY the Diiff Comnmision in 1931. aind, in
several reports pres snted týo Parliament by thc
auditors of the .railway.

Capital stocks of the Canadian Nort.hern
Railway and. the Grand Trîînk Railwavý are
carrieci on the balance sheet at their par
valcue. The Canadian Nortlîern Railway lias
outotaneing $100.000.000 of rommon stock.
which stands as a liability. Wlien taken over
by tIe Guverni,înt it w;IO wo,rthle. but 60
per cent of tliat stock was cstimnated by a
board of -arbitratioa to be îvortb $10.800.000,
bringing its total value to $18,000,000. It ivill
be asked in tlîis rex ision that $82.000.000 bc
diedîîrted.

Riglit Hon. Mr. GRAHAM: Was that
valuation in the Drayton-Acworth report?

Right Hon. Mr. MEIGHEN: That was
arrii-ed at by the arbitration of 1917.

Hon. Mr. DANDURAND: The Canadian
National bas now outstanding $165.000.000 of
common stock. whîolly owned by thie Canadian
Goveroment. It lias bren declared in arbitra-
tion tlîat this is worthless and slîould go by

Hon. Mr. DANDURAND.

the board. Adi anrcs froîn the Dominion
Governiaent in pavînent of operating deficits
are cliarged in tlîe balance sheet as interest-
bearing debt froma a time prior to the acquisi-
tion of thie properties by the Governmient up
to 1932, when the praetice of capitalizing de-
finits ivas disconitinurd by legisîstion. Interest
on Goveromnent advances is being charged
yearly, and now amounts to oveýr $500,000,000.

On the Goierroment arrotînts advances for
capital peirposes are charged directly to the
net debt of Canada, and ne interest against
the railway is set up. The rescrît is that, to-
day the debts of the Dominion Government
and tîte debts of the railway, as shown on its
balance shret, duplirate eacb other to an
amount i0 exceas of $1.500.000.000. Canada is
responsible for the railway debts as well as
tlîe public debt, and investors abroad usually
magnify the obligations of Canada by thîe
amount of this duplication, whicb is barmfcîl
to tîte credit of Canada abroad.
Financiers wbo add thîe two

totals find obligations of
Canada..................S 5.750.000.000

Jn reality tlîe obligations of
Canada on bothlî eadsamiot
to about............4,250,000,000

S 1,500,00)0,000
Incîret alorie. jnrluded as
funded clebt of tue railway.
lias pyramided te. . .. .... S 495 f000,OOu

The presenit Bill uindertakes te prox ide a
balance shîetL for the railway more in keeping
wjth tlîr actuil iestment by the Govern-
ment in tlie propertv. The new balance sheet
involi es ne increase in the net debt of Canada,
antI iniolves ne elimination fromn the balance
slîeet of any moncys expended by the Gov-
ernment in building or improving t.he property.
The new balance slîeet thees, however, rerognize
the fart tlîat the Gox erniaient is the oîvner of
the railway, and advances from the Govern-
ment te the railway for the construction of
tbe Intercolonial and National Transcon-
tinental anti for improvements te the proper-
tics are shown as proprietor's equity ratlier
than as fundeul debt.

In the ncw balance slîeet the funded debt of
tlîe railway includes railway bonds in the
bands of the publie and such advances from
the Governmnent as ai-e net now included in
the net debt of Canada. Proprietors' equity
sbown in the balance sheet incluides aIl sums
expended on the property by tbe Government
net included in tlîe funded debt of the rail-
wav%.

Tlîe nw~ balance sheet eliminates adi-anres
te the railway te meet oj)erating defirits and
the interest thereon. These advances bave


