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ORDER OF REFERENCE

THURSDAY, 23rd March, 1950.
Resolved,—That a Sessional Committee on Railways and Shipping owned,

: ~ operated and controlled by the Government, be appointed to consider that

accounts and estimates and bills relating thereto of the Canadian National
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada
Air Lines, saving always the powers of the Committee of Supply in relation to
the voting of public moneys; and that the said Committee be empowered to
send for persons, papers and records and to report from time to time, and that
notwithstanding Standing Order 65 in relation to the limitation of the number
of members, the said Committee consist of Messrs. Adamson, Beaudry, Bourget,
Carter, Cavers, Chevrier, Cleaver, Follwell, Fraser, George, Gillis, Hatfield,
~ Healy, Helme, James, Knight, Macdonald (Edmonton East), McCulloch,
- McLure, Mott, Mutch, Picard, Pouliot, Thomas, Tustin.

Ordered,—That the Annual Reports for 1949 of the Canadian National
Railways System, the Canadian National (West Indies) Steamships Limited, the
Canadian National Railways Securities Trust, the Auditors’ Report to Parlia-
ment in respect to the Canadian National Railways System and the Canadian
National (West Indies) Steamships Limited, and the Budget of the Canadian
National Railways and the Canadian National (West Indies) Steamships Ltd.
for 1950, tabled this day, be referred to the said Committee, together with the
following estimates for 1950-51:

Vote 493—Maritime Freight Rates Act, Canadian National Railways;

Vote 494—Maritime Freight Rates Act, railways other than Canadian
National;

Vote 558—Prince Edward Island car ferry and terminals, deficit 1950;

Vote 559—Canadian National (West Indies) Steamships Limited,
deficit 1950. ;

: And that the Resolution passed by the House on February 24, 1950,
referring certain estimates to the Committee of Supply, be rescinded insofar as
the said Resolution relates to votes Nos. 493, 494, 558 and 559.

Ordered,—That the name of Mr. Fulton be substituted for that of Mr.
Tustin on the said Committee.

Fripay, 24th March, 1950.

. Ordered,—That the said Committee be granted leave to sit while the House
1s sitting.

Ordered,—That the said Committee be empowered to print, from day to day,

700 copies in English and 200 copies in French of its minutes of proceedings and
evidence, and that Standing Order 64 be suspended in relation thereto.

_Ordered,—That the quorum of the said Committee be reduced from thirteen
to eight, and that section 3 of Standing Order 65 be suspended in relation thereto.

Ordered,—That the Annual Report of Trans-Canada Air Lines for the year
ended December 31, 1949, and the Auditors’ Report to Parliament for the year
ended December 31, 1949, in respect of Trans-Canada Air Lines, tabled this day,
be referred to the said Committee.

Attest.

LEON J. RAYMOND,
Clerk of the House.
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3 The Seasmnal Commlttee on Rallways and Shlppiﬁg V)
! "Oontrolled by the Govemment begs leave to present “bhe -‘MH |
Your Committee recommends.- bl

1. That it be granted leave to sit while the House is mtting

2. That it be empowered to print, from day to day, 700 coj
and 200 copies in French of its minutes of proceedings and evids
Standing Order 64 be suspended in relation thereto.

3. That its quorum be reduced from thirteen ey exgh sg t
section 3 of Standing Order 65 be suspended in relation ‘thereto. : '

All of which is respectfully submitted. 3

|




MINUTES OF PROCEEDINGS

Fripay, March 24, 1950.

The Sessional Committee on Railways and Shipping Owned, Operated and
Controlled by the Government met at 11 o’clock a.m.

Members present: Messrs. Carter, Follwell, George, Gillis, Hatfield, Helme,
‘Knight, Macdonald (Edmonton East), McCulloch, MecLure, Mott, Mutch,
‘Thomas.

On motion of Mr. McCulloch:
Resolved,—That Mr. Cleaver be Chairman of the Committee.

On motion of Mr. Mutch:
Resolved,—That Mr. McCulloch be Vice-Chairman of the Committee.

: In the absence of the Chairman, the Vice-Chairman, Mr. McCulloch, took
the Chair.

On motion of Mr. Mott:
Resolved,—That the Committee ask leave to sit while the House is sitting.
On motion of Mr. Macdonald (Edmonton East):

Resolved,—That the Committee recommend that its quo.rum be reduced
from thirteen members to eight.

On motion of Mr. George:

Resolved—That the Committee recommend that it be empowered to print,

from day to day, 700 copies in English and 200 copies in French of its minutes of
proceedings and evidence.

On motion of Mr. Mutch, the Committee adjourned at 11.15 a.m. to meet at
the call of the Chair.

Monpay, March 27, 1950.

The Sessional Committee on Railways and Shipping Owned, Operated and

Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes
Cleaver, presiding.

Members present: Messrs. Adamson, Carter, Cavers, Chevrier, Cleaver,
Follwell, Fulton, George, Gillis, Hatfield, Helme, James, Knight, Macdonald
(Edmonton East), McCulloch, McLure, Mott, Mutch, Pouliot, Thomas.

In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman and Presi-
dent, Mr. 8. F. Dingle, Vice-President, and Mr. T. H. Cooper, Vice-President and
‘Comptroller, Canadian National Railways; Mr. J. C. Lessard, Deputy Minister,
Department of Transport.

_Mr. Gordon was called, read the annual report of the Canadian National
Railways for the year ended December 31, 1949, and was questioned thereon.

Messrs. Dingle and Cooper were called and questioned.

At 1 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day.
5
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AFTERNOON SITTING

The Committee resumed at 4 o’clock p.m., the Chairman, Mr, Cleaver,
presiding.

Members present: Messrs. Adamson, Bourget, Carter, Cavers, Chevrier,
Cleaver, Follwell, Fulton, George, Gillis, Hatﬁeld Healy, Helme, James, nght
Macdona.ld (Edmonton East), McCulloch McLure, Mott, Mutch, Pouliot,
Thomas.—22.

The Committee resumed consideration of the annual report of the Canadian
National Railways.

Examination of the witnesses, Messrs. Gordon, Dingle and Cooper, was
continued.

Mr. Gordon tabled a statement presented by him to the Royal Commission
on Transportation, which is printed as Appendiz A to this day’s minutes of pro-
ceedings and evidence-

At 6 o’clock p.m. the Committee adjourned untll Tuesday, March 28, a.t
11 o’clock a.m.
A. L. BURGESS,
Clerk of the Committee.




MINUTES OF EVIDENCE

House or ComMmONSs,
March 27, 1950.
The Sessional Committee on Railways and Shipping met this day at 11.00

a.m. The Chairman, Mr. Hughes Cleaver, presided.

The CHATRMAN: Gentlemen, we have a quorum, and as we have a rather
heavy agenda we should start promptly. Before calling on the president of the
Canadian National Railways, I believe the committee would like to have a word

©  from the minister.

Hon. Mr. Caevrier: Mr. Chairman, there are just one or two things I should
like to say in opening. First of all, I would like to remind the committee that
this is the first time in five years that we have begun our proceedings with a new
committee chairman. I should like to extend, on your behalf, my congratulations
to Mr. Cleaver for his appointment at your hands, and also for his acceptance
of the appointment. :

I should like also to express my gratitude to the former chairman, Mr.
Murray Clark, who this year asked to be excused from these duties; he felt that
he had been chairman for a sufficient number of years, and he felt that the time
had come when the committee should select someone else; and I knew that you
would want me to say a word of thanks to him for the very impartial manner in
which he conducted the proceedings of this committee.

Some Hon. MemBERs: Hear, hear.

Hon. Mr. CaEVRIER: And I am sure that the present chairman, Mr. Hughes
Cleaver, will carry on along those same lines.

During the five years that I have been at the head of the Department of
Transport we have had Mr. R. C. Vaughan, the former president, giving evidence
here, and this year we are happy to have with us the new president of the Cana-
dian National Railways, Mr. Donald Gordon. Mr. Gordon is not a new figure. He
has been before us in other capacities for many years. And all I should like to say
is that T am sure the same fine relationship which existed between the officers of
the Canadian National Railways and the committee in the last five years will
continue in these deliberations, as well as in deliberations of future years.

Then I want to thank the members of the committee for the dispatch with
which they organized the committee and got down to business. It is important,
I think. that we should realize that the officers of the Canadian National Railways
have many things to do, they have the business of the corporation to carry on;
and while they are at the disposal of the committee for the time that the committee
requires them to remain here, I know that it has been the practice in the past to
carry on with the reports and so forth as expeditiously as possible. For that
reason I want to express to the members of the committee my thanks for their
dispatch in establishing and organizing the committee. That is all T have to say,
Mr. Chairman.

The CrARMAN: Mr. Gordon.

Mr. DonaLp GorpboN, C.M.G. (President, Canadian National Railways):
Mr. Chairman, before I read the annual report of the Canadian National Railways
for 1949 I would like to express to you my pleasure at being here on my first
attendance before this committee. I am glad to see around it the faces of some

7
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old friends. I hope that I may be able in my new position to render the same
kind of friendly service and enjoy the same sort of friendly relationships that
I have had with members in the past.

We have come here from the Canadian National Railways equipped, I hope,
to answer any questions on matters which the members may be interested in; and
may I say that we regard this committee as being the representatives of our
shareholders, who, of course, are the citizens of Canada. Now, I just want to
emphasize that we hope our officials are equipped to deal with any questions

. which may arise, but if there are questions on which we have not the right

answers at once I can assure you that we will be able to answer them on very short

- notice.

Now, if I may, Mr. Chairman, I shall read the annual report:—

MoxTrEAL, March 10, 1950

Tae HonourasrLe LioNeL Cuevrier, K.C., M.P.,
Minister of Transport,
Ottawa.
Sir: .
There is submitted herewith a report of the operations of Canadian National
Railways for the calendar year 1949. '

On December 31 Robert Charles Vaughan, C.M.G., concluded his long and
distinguished career with the Railways, retiring from the positions of Chairman
of the Board and President of the System, and it is therefore appropriate that the
undersigned, joining the Canadian National organization to assume these offices
as his successor on January 1, 1950, should, in transmitting this report of the
Directors, refer only briefly to some of the salient features of the 1949 operations,
further details of which will be found elsewhere in this report.

The diversified and widely dispersed economic development of the territories
served by the Canadian National System remained generally at a high level
throughout the year, although a trend toward stabilization of pace was indicated.
The Canadian National continued to fulfill its function as an essential factor in
that development.

The System again made a new record in gross revenues earned. However,
the benefit of rate and fare increases effective during the year was more than
offset by a moderate reduction in passenger and freight traffic volume and further
substantial increases in labour and material costs. In consequence, operating
revenues of $500,723,386 exceeded operating expenses by only $22,221,726, which,
after meeting taxes, equipment rents and other income charges, left only
$4,057,907 to meet interest charges of $24,302,650 on bonds held by the publie,
plus $21,798,283 interest payable on advances from the Government of Canada.

On December 28, 1949, it was found necessary, due to coal shortage, to
announce curtailment, effective January 9, 1950, of passenger train service on
the Canadian lines of the System. This curtailment was in effect up to March 9,
on which date full service was restored.

Requests of certain labour organizations employed on system lines for
further Increases in wages and alterations in rules respecting working conditions
were received during the year and currently are in either the negotiation or
conciliation stage. Compliance with these requests would have added many
millions of dollars to the System’s operating expenses.
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In 1948, in an endeavour to offset in part the ever mounting cost of operating
their properties, the Canadian railways, through the Railway Association of
Canada, launched an application to the Board of Transport Commissioners for
a general increase of 20 per cent on rates within the jurisdiction of that Board.
Following an appeal by one of the Association’s member railways from the award
of an interim general increase of only 8 per cent, the hearing on the original
application was reopened toward the year-end and further evidence and argu-
ment were submitted. ' The result can have no effect on the System -accounts

for 1949.

The Royal Commission on Transportation held sittings throughout the greater
part of 1949 and is continuing to conduct the important investigation entrusted
to it. The Canadian National has been a constant and active participant in
the Commission’s proceedings. The tribunal’s findings and recommendations
will be of vital importance to the future of the National System.

Capital expenditures during 1949 were in excess of $47,000,000, of which
amount approximately $28,000,000 was for new rolling stock.

During the year refinancing of corporate obligations was effected at
advantageous interest rates.

Progress was made in overtaking deferred maintenance which had accumu-
lated during the war and early post-war years.

‘On April 1, the Canadian National was entrusted with the management
and operation of the Newfoundland Railway and Steamship Services and of
certain telecommunication facilities. As of January 1, 1950, there was likewise
added to the System the Temiscouata Railway.

During 1949 construction of a substantial number of new facilities designed
to improve the efficiency of the Railways’ service to its patrons was commenced,
continued or completed. :

Plans were developed toward the year-end for the erection of an addition
to the Macdonald Hotel at Edmonton, and for the taking over of the New-
- foundland Hotel at St. John’s.

The development of the Montreal terminal area proceeded during 1949. The
International Aviation Building, one of the integral units in the composite
structural programme, was practically completed and is now oceupied by inter-
national aviation organizations, airlines and other tenants. Considerable
progress was also made towards completion of the Bonaventure freight terminal,
another major project in this programme. ‘

In brief, the Railway’s report for 1949 is one of continued development
side by side with Canada’s national and international progress. The Railways
are ready and able to play an inecreasingly important part in the nation’s
development and in the utilization of its natural resources, the abundance of

which has again been demonstrated by the proving of new oil fields and base
and precious metal deposits. 3

On January 21, 1950, the Canadian National suffered a grievous loss in the
death of N. B. Walton, C.B.E., Executive Vice-President of the System.

It is fitting that tribute be paid to the loyalty and efficiency of the entire
Canadian National organization throughout the year now closed.

For the Board of Directors,

D. GORDON
Chairman and President.
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CONSOLIDATED INCOME ACCOUNT

Railway Operating Revenues:

et T A SIS P S A K R R R 2 B
Commercial Telegraphs ............. e Ryarits, oSN

G R TS el S RSN B e e T Ul S R e S :

Total Operating Revenues .........coeeeenses.

Railway Operating Expenses:
Maintenance of Way and Structures ................
Maintenance and Depreciation of Equipment ........
e L S e TS e e ok
Rransportation  as <& cdotsisssis s
Miscellaneous Operations
Granara] o i e e s e S S O

Potal ~Operating’ BXDPenges . . Jot e cimsios oo isle

Net, Operating Revenue o - 56 o ss diam v v teaiet
1 0 e B e L S R A O O e M s S e
Equipment Rents—Net Debit .............cccu...
Joint Facility Rents—Net Debit .....covviivevnnen

Net Railway Operating Income ..........cc0uue

Other Income:
Income from Lease of Road and Equipment ........
Miscellaneous Renb - Ineome . il vabnssssesivdes
Income from Non-transportation Property ..........
Hotel Operating Income .........c.ocunn.. o
Dividend) TDCOMe .o s 056 vias 5 are mimbts bev Sisis’e siais & 5 obrals
Taterent dneomel 1. 0 0 L iR e i s

Deductions From Income:
Rent for Leased Roads and Equipment ............
Miscellaneous FRenbEc o L Ll i el et
Migeellaneous: B aXein s o Sy i o A ST
Results of Separately Operated Properties—Loss ....
Interest 'ohUntnnded - Bebittc il d il e in el Td
Amortization of Discount on Funded Debt ..........
Miscellaneous Income Charges .........covvvueeennn.
Profit and Loss Items—Net Oredit ................

Total Deductions from Income ..................
Net Income Available for Payment of Interest..

Interest on Funded Debt—Public ...... IR PR
Interest on Government Loans .........c.vuvuueunnn.

BafonE L ki AR Ve M e e S YTt T

The Fixed Charges of the System included in the above

statement are as follows:

Rent for Leased Roads and Equipment ..............
Interest on Unfunded 1ebbi. e viss seisssms b ssitai
Amortization of Discount on Funded Debt ..........
Interest on Funded Debt—Public .....ovveurenin...
Interest on Government Loans ....................

1949

1948
$304,424,463.00 $393,544,359. 00
43,987.240.00 41.562.141.00
5,085,327 .61 . 4,761629.31
26,378.979. 56 23,410,761 .19
9,254,966.94 7,885,346 .57
22,292,408 . 89 20,105,712.93
$500,723,386. 00 $491,269,950.00
$ 88,402.550.81 $ 86,012,266.45
106,916,137 .23 98,339,520 . 24
9,105,658 .06 8.724.581.87
245.715,517.00 9245.351,741.35
5.761,783.41 5.211,242.46
22,600,013 .49 21,100.617.63
$478,501,660.00 $464,739,970.00
$ 29,221,726.00 $ 26,529.980.00
11,192,273.13 10,318,631.31
5,197.969.65 5,712,481.95
284,665.92 323,237.04
$  5,546,817.30 $ 10,175,629.70
$  77,090.20 $  67,280.34
1,031,511.45 976.052.87
687.838.41 601.501.13
1,053.279.49 915,175.07
167,836.00 298.558.40
2,845,631 .42 2,914.998.49
789,973.83 470,583 .87
$ 6,653,160.80 $ 6,244,150.17
$  699,844.10 $  720,599.32
617.751.99 538,872.22
99.390.39 126.386. 98
581.816.904 973.613.68
333,994 .64 982.713.40
1,497.122.72 508.564..04
47748.369.76 2,277.975. 57
436,220.25 306,054.73
$  8,142,070.29 $ 5,122,670.48
$ 4,057,907.81 $ 11,297,109.39
24,302,650 99 23,202,817 69
21,798,283.58 21,627,032.82
$ 42,043,026.76 $ 83,582,741.12
$  699,844.10 $  720.599.32
333,994.64 282,713.40
1,497,122.72 508,564.04
24,302,650.99 23,202,817.69
21,798,283 .58 21,627,032. 82
$ 48,631,896.03 $ 46,341,727.27
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REVIEW OF OPERATION

The results of operation for the year were as follows. The Consolidated
Income Account appears on the page opposite.

2 1949 1948
BIDe Lo Ling TEVOTIIGHE 1 vt rs1ant = A28 o s B 1opk Sh et ] i e s 8 e o $500,723,386.00 $491,269,950.00
perating s eXDEDpBARE S et T, L e L g st e R gy s 478,501,660.00 464,739,970.00
B o OPBY AN L EEVOIIRIO |1 ke st Dl o ks s A BrTalius' s obials el s o $ 22,221,726.00 $° 26,529,980.00
Taxes, equipment rents, and other income accounts ......... 18,163,818.19 15,232,870.61
Available for payment of interest ............ Ao e oo A $ 4,057,907.81 $ 11,297,109.39
Interest on bonds held by the public ................... 24.302,650.99 23,202,817.69
+ Available for payment of Government interest ............ $ 20,244,743.18 $ 11,905,708.30
Government InbETeRt |7 5. T TRt dlesi v s s e aiar s eis e s aal sla e o 21,798,283.58 21,627,032.82

L3 0 AT A e S R R A G R R SRR $ 42,043,026.76 $ 33,532,741.12

The less favourable result for 1949 is partly due to the continued imbalance
between railway rates and railway costs, partly to a decline of 5 per cent in
the volume of traffic, and partly to the inclusion, as from April, of the New-
foundland Railway and Steamship Services. There was also an increase in

- other income charges, mainly due to foreign exchange and to premiums on bonds
called for redemption. The amount available for payment of interest was
thereby reduced to $4,057,907.81, being $7,239,202 less than the 1948 figure.
This, together with an increase of $1,099,.833 in interest charges on bonds held
by the public, and of $171,251 in interest charges on Government loans, resulted
in the income position being $8,510,286 less favourable than in 1948.

OPERATING REVENUES

The inclusion of the Newfoundland Railway and Steamship Services added
$7,756,495 to operating revenues. Rate increases obtained in 1948 and 1949
resulted in increased revenues in 1949 over 1948 of $23,464,100. Freight traffic
declined 6-44 per cent. Reductions were experienced in tonnages of coal,
pulpwood, lumber, woodpulp, paper and livestock; increases occurred in grain,
ores and concentrates, and petroleum products. Passenger traffic declined 9-7
per cent while Express traffic increased 7:6 per cent and Telegraph business
6-3 per cent.

OPERATING EXPENSES

Operating expenses increased $13,761,690, of which $10,340,526 was attribut-
able to the Newfoundland Railway and Steamship Services. Increases in rates
of pay and changes in working conditions in 1948 and 1949 increased 1949
System expenses as compared with 1948 by $7,356,000. Higher prices of fuel,
ties, rail and other materials added $5,399,000. Actual quantities of materials
and labour required in 1949 were less than in 1948 due to decline in traffic.
So}&eczigles of the details of operating expenses will be found on pages 23, 24
an :

_ Maintenance of Way and Structures expenditures amounted to $3,699 per
mile of road operated. Some progress was made during the year on recovery
of deferred maintenance and $8,000,000 was charged to deferred maintenance
reserve.
~ The figures for Maintenance of Equipment expenses indicated an apparent
increase of $8,576,617 over 1948 but $3,500,000 was charged in 1948 to reserves
for deferred maintenance. There was no charge to reserves in 1949.

. Transportation expenses showed little change, the effect of wage and price
increases being offset by the decline in the volume of traffic handled. Gross ton
miles per train hour, one measure of operating efficiency, increased from 25,900
to 27,000. Fuel consumption measured in terms of coal showed an appreciable
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reduction, dropping frem 121 Ibs. of coal per thousand gross ton miles to 117
lbs. in freight service. A similar reduction in fuel consumption was to be
noted in passenger traffic, where fuel consumption per passenger car mile was
reduced from 15 to 14 lbs. of coal.

OTrHER INCOME ACCOUNTS )

Foreign exchange cost $1,568,499 in the year. The 5 per cent call
premium on the 40-year guaranteed gold bonds called for redemption on
October 1, including the charge for unamortized discount, cost $3,826,000.

CapriTAL EXPENDITURES

Capital expenditures during 1949 amounted to $47,010,441 (details are
shown on page 28), of which $28,332,025 was for new equipment.

Finance 4

Two bond issues were made during the year. On January 3 there was an 1
issue of $35,000,000, 3 per cent, 17-year bonds. These were sold at a cost to ‘ii
the company of 3:075 per cent. On September 15 there was an issue of $70,000,-
000, 2% per cent, 20-year bonds, the cost to the company being 2-96 per cent. :
The proceeds were used mainly to finance capital expenditures and to redeem - &
$57,728,500 of 5 per cent bonds, due October 1, 1969, called for redemption
October 1, 1949. This refunding operation effected an annual saving of ;
$1,382,548. |

CONDITION OF PROPERTY

Deferred maintenance, principally in rails, ballast and timber trestles, which
accumulated during the war years has not as yet been fully overtaken. The
reserves which were set up against this condition have been impaired by the
increases in wages and prices which have since taken place. Future maintenance
expenditures will be affected. Steady progress was made in the installation of
treated ties; 65 per cent of all ties in track are now_treated and as a consequence
annual tie renewals have declined from 270 to 133 ties per track mile and
further declines may be anticipated.

There were slight reductions in the service availability of equipment at the
close of 1949 as compared with the close of 1948. Comparative figures are—
freight locomotives from 72-0 per cent to 68+7 per cent; passenger locomotives
from 76-8 per cent to 73-7 per cent; freight cars from 94-5 per cent to 935 per
cent. To meet traffic needs, certain older types of equipment were retained
In service, thus adversely affecting the average condition of equipment. The
programme of purchases for 1950 will permit of the retirement of a portion of
this over-age rolling stock. T

TrAFFICc CONTROL

In 1949 the installation of Centralized Traffic Control was completed on the
Drummondyville Subdivision from West Junction to Ste. Rosalie, a distance of
116-1 miles. Now 301-2 miles of line of the railway come under this modern
type of traffic control, the balance being on the Atlantic Region between Pacific
Junction and Windsor Junction.

_ Centralized Traffic Control is a system of railroad operation in which electric
signal indicators operated by a dispatcher from a central control point take the
place of train orders or time table authority. :

_ During the year the installation of automatic block signals between Spence’s
Bridge and Hope, B.C., was 95% complete. Between Red Pass Junction and
Jackman, B.C., 80% of the work in installing automatie block signals was done.
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OtHER CONSTRUCTION PROJECTS

~Work was continued on the following major projects:

At Montreal, in the heart of the down-town industrial area, construction of
the largest single l.c.l. freight handling facilities and the most modern freight
sheds in Canada is proceeding according to schedule. During the year, the out-
bound freight shed, and portions of two of the three covered transfer platforms
were built. Work is continuing on the rest of the project which includes an
inbound freight shed, a four storey freight office building, and transfer platforms.
There will also be some rearrangement and extension of the train yard facilities.
The plan anticipates the completion of the project in 1951. Important street
widening projects will be undertaken by the City when the freight terminal con-
struction has been completed.

The rearrangement and improvement of the yard at Mimico, Ont., proceeded
and 42% of the work has now been done. This yard was constructed over 40
years ago and the track layout and freight handling facilities have been found
inadequate to handle present-day traffic. The proposed changes will increase
the yard capacity from 3,133 to 4,176 cars.

An annex to the locomotive shop at Stratford, Ont., was built. This was
required to provide adequate space and facilities for shopping of the “Northern”
and other large-size classes of motive power. It will facilitate handling of repairs
and overhaul of engines and thereby reduce the time they are out of service.

Reconstruction of freight and passenger car repair facilities at Point St.

. Charles, Que., was 65% completed.

Enlargement of freight yard at Vancouver, required to handle increased
traffic was 75% completed. ’

Work began on the construction of a new freight shed, together with neces-
sary trackage, at Edmonton, Alta. This was required to handle greatly increased
traffic. At the end of the year, 27% of this work was completed.

MoNTREAL TERMINAL

An the International Aviation Conference in Chicago in 1944 Canada was
honoured by being chosen as headquarters of the aeronautical world. Montreal
became the headquarters for the International Civil Aviation Organization, in
which 56 nations are represented, and for the International Air Transport Asso-
ciation, which serves approximately 70 air lines. To house these organizations
and others, Canadian National Railways, by arrangement with the Canadian
Government, erected the International Aviation Building adjoining the Montreal
Central Station. This was 95 per cent completed at the close of the year.
Occupancy by tenants began on July 15 and practically all space is now taken
up. Principal tenants are I.C.A.O. with offices for the representatives of 17
nations, I.A.T.A., and Trans-Canada Air Lines. Air lines ticket offices on the
concourse, with entrance from Dorchester Street, will be completed in the spring
of 1950. Facilities include a cafeteria for employees.

The new steam plant on Nazareth Street, serving the whole terminal area,
has been completed and is now in operation.

Plans for further development are in hand. These include the rearrange-
ment and extension of the track layout in the Central Station area to facilitate
the construction of buildings over the track area. Plans are also being developed
for the construction on this site of an office building and hotel.
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EQUIPMENT

Qubstantial deliveries of new equipment on orders placed in 1947-48-49 were
received during the year. These were as follows: -
FrergHT CAR EQUIPMENT:
572 50-ton box cars
1000 40-ton automobile cars
1000 70-ton gondola cars
368 overhead type refrigerator cars

50 flat cars for Newfoundland
75 8000-gallon tank cars

PASSENGER AND EXPRESS
CAR EQUIPMENT:
8 coaches for Newfoundland
50 overhead refrigerator cars

LocoMoTIVE EQUIPMENT:
37 1000 h.p. diesel-electric switchers
6 locomotives for Newfoundland

Work EQUIPMENT:
20 automatic dump cars
3 diesel locomotive cranes
8 steel snow plows

Equipment on order at the end of the year, delivery of which is expetted
during 1950, includes:
FrercaT CAr EQUIPMENT:

490 60-ton flat cars
2 135-ton depressed flat cars

PASSENGER AND EXPRESS

CAr EQUIPMENT:
25 air-conditioned coaches
20 sleeping cars
50 baggage cars

LocoMoTIVE EQUIPMENT: E
3 1000 L.p. diesel-electric switchers
8 1500 h.p. diesel-electric locomotives
18 600 h.p. diesel-electric locomotives
3 electric locomotives

‘The program of modernization of passenger car equipment which is being
carried out in the company’s shop was continued and 37 units were completed
during the year, consisting of: :

8 bedroom buffet-lounge cars
23 sleeping cars

2 parlour cars

4 dining cars

Dieser. Power

Dicselizat-ion is_ not a new venture with the Canadian National. The sys-
tem pioneered in this type of power when, in 1925, it helped to design and put
into service the first diesel-electric locomotive in North America.

. Exclusive of oil-electric rail cars, the company now has in service 148
diesel-electric locomotives of nine different types.

In accqrdanee with its programme of modernization, the Railway, during
1949, put into service thirty-seven 1000 H.P. diesel-electric swi\tch.ing loco-
motives, bringing ownership of this type of power to well over one hundred. An
order was placed for eight 1500 H.P. diesel-electrics of the road freight type and
their delivery is anticipated early in 1950. In December, tests of a 4500 H.P.
3-unit diesel-electrie locomotive were commenced in 'pa-ss;anger service between
Montreal and Winnipeg.

Diesel-electric locomotives supplanted steam power to a greater extent in
1949 than in 1948. Mileage accrued by diesel poweI;' in freight gervice amounted
to 2,010,866 miles or four per cent of the total freight service mileage. Diesel
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locomotives in yard operated 4,192,824 miles, an increase of 19-1% over
1948. Mileage of all diesel locomotives in 1949 was 6,358,843 miles and rep-
resented 6-8% of the System total locomotive mileage in all services.

NEWFOUNDLAND RAILWAY

When Newfoundland became a province of Canada in April, the Canadian”
National was entrusted with the operation of the Newfoundland Railway, con-
sisting of 705 miles of line of 3'6” gauge. The main line, 547 miles in length,
crosses the island from St. John’s to Port aux Basques, whence it is connected
with the mainland at North Sydney, N. 8., by steamship. It serves such centres
as Gander, Grand Falls and Corner Brook. Branches connect the main line with
Harbour Grace and Carbonear, with Placentia and Argentia, with Lewisporte,
and with Bonavista. A fleet of fourteen ships provides freight and passenger
services.

Rolling stock on the Newfoundland District consists of 46 steam and three
diesel locomotives, 98 passenger cars, 1004 freight cars and 154 units of work
equipment.

Also included in the facilities which were entrusted to Canadlan National
is the drydock at St. John’s which, in addition to repa.lrmg the Company’s marine
equipment, does a general drydock business.

Acquisition of the Newfoundland lines increased fnhe System’s staff by about
4,200.

TEMISCOUATA RAILWAY

Effective January 1, 1950, there was entrusted to the Canadian National the
management and operation of the Temiscouata Railway which had been pur-
chased by His Majesty in 1949. The railway consists of a line 81-5 miles long
between Riviere du Loup, Quebee, and Edmundston, N.B., connecting at both
termini with the Canadian National System, and trackage and running rights
which extend westerly from Edmunston to Connors, N.B., a distance of 31-3
miles. The territory served is largely agricultural and timbered. Forest prod-
ucts constitute a considerable proportion of the railway’s total freight tonnage.

SYsTEM MILEAGE

Following the entrustment of the Newfoundland Railway and the Temis-
couata Railway, the System comprises 33,046:5 miles of track of various
classifications. It is the only railway serving all ten provinces in Canada and,
in addition, it operates mileage in the United States as follows: Maine, 133-37;
Connecticut 80-65; Massachusetts 67:63; New Hampshire 124:36; Vermont
433-75; New York 44-03; Michigan 1,846-41; Indiana 191-69; Illinois 111-70;
Wisconsin 8-36; Minnesota 276-79 or a total of 3,318-74 miles of track in 11
States.

FrelcaT RATES

As mentioned in the 1948 Annual Report the award by the Board of Trans-
port Commissioners of a general freight rate inerease of 21% (subject to certain
exceptions) effective April 8, 1948 did not mark the end of this vitally important
matter. The need of the Canadian railways for a further increase continued to
be urgent and the question was before the Board throughout 1949. The only
relief granted however, was an interim general increase of 8% which fell far
short of meeting the rallway § requirements.

i At the beginning of 1949 there were outstanding a general freight rate
inquiry, an application by the railways for a further 20% increase and a review
of the 21% award which the Governor in Council had ordered the Board to
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undertake concurrently with its consideration of the railways’ applicaﬁon for a
209% increase. The Province of British Columbia had also applied for removal
from the railways’ tariffs of the “Mountain Differential”.

Hearings with respect to the 20% application and the review of the 21%

award were held in Ottawa during the first part of the year, following which
the Board took time to deliberate. On September 22 the Board delivered a
majority judgment granting an interim general increase of 8% on freight rates
in effect on July 27, 1948, the date of the application, and an increase of 8¢
per ton on rates on coal and coke, but it postponed the final disposition of the
application until certain further investigations and studies had been completed
by itself and the Royal Commission on Transportation and until certain other
matters referred to in its judgment had been determined. .

By leave of the Board an appeal against the Board’s action in postponing
the final disposition of the application was taken by one of the applicant
railways to the Supreme Court of Canada. This appeal was successful and the
Court delivered a judgment holding that in so doing the Board had failed to
perform a duty imposed upon it by law. The Board then undertook to review
its decision and held further sittings in Ottawa at’ the beginning of February
1950. The ultimate decision in this application can have no effect on the
System accounts for 1949.

On April 23, pursuant to the application of the Province of British '

Columbia, the Board ordered the railways to file tariffs effective on or before
July 1, 1949, to provide for rates which would reflect the complete removal of
the “Mountain Differential” from the rate structure.

In the United States a further increase of 10% in freight rates was
authorized by the Interstate Commerce Commission effective September 1.
This superseded an interim increase of 6% effective January 11. Freight rates
In t111904 (T;’nited States are accordingly now 57:3% in advance of those prevailing
in :

THE RovaL ComwmissioN ON TRANSPORTATION

Throughout the year the Railway assisted in the enquiries being conducted
by the Royal Commission on Transportation. The views and recommendations
of the Railway have been embodied in an extensive Submission which has been
filed with, and will be augmented by oral testimony before the Commission. The
submission concerned itself primarily with the direction to the Royal Commission
to review the capital structure of the Canadian National Railway Company
and report on the advisability of establishing and maintaining its fixed charges
on a basis comparable to other major railways in North America.

The Railway’s formal presentation to the Commission submitted that by
comparison with other railways, an undue proportion of the capital of Canadian
National is represented by interest-bearing securities. The annual financial
results accordingly distort the true efficiency with which the System’s operations
are conducted. It is apparent from the earnings characteristics of the System
that a very large proportion of its capital should be represented by non-
interest bearing securities, and a submission to that effect has been made to
the Royal Commission.

Canadian National has also advocated a uniform system of accounts for
Cana_dlan'rallways, and that such a system should be preseribed in accounting
classifications to be issued by the Board of Transport Commissioners under
statutory authority.

The Submission also proposed that it is desirable to amend the agreed
charge legislation passed in 1938. The purpose of this legislation was to relax
to some extent the strictness of the law by which the railways are obliged to
grant equal rates to all, and thereby to enable them to meet highway and water
competition. The principle of the Act has proven to be sound but experience has

ﬁ‘ Y e Y
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shown that it contains a number of provisions which seriously restrict its
usefulness and prevent the public and the railways from obtaining the full
benefit of this method of making rates, and for which there are no compensat-
ing advantages. The amendments proposed by Canadian National would
remove these restrictions but leave intact the basic principles of the 1938
legislation. :
The Canadian National endorsed the Submission of the Railway Associa-
tion of Canada, covering in detail the legislative and regulatory aspects of
" highway competition.
WaGeE NEGOTIATIONS

- Following the Union of Newfoundland with Canada and the entrustment
of the Newfoundland Railway to Canadian National Railway Company for
operation and management, agreements were made with the organizations repre-
senting the employees in Newfoundland whereby their wages and working
conditions were established on the basis of those enjoyed by employees in com-
parable classifications in the other Maritime Provinces. The resulting wage
increases were made retroactive to April 1.

On June 16th the Railway received notice of two formal demands made
by the organizations which represent most of the non-operating employees on
its Canadian lines. One group of organizations requested a general wage increase
of 7c. per hour and establishment of a five-day 40-hour work week without
reduction in the compensation now paid for a 48-hour work week. The other
group requested a general wage increase of 10c. per hour, the establishment
of a five-day 40-hour week and institution of a check-off of union dues.
Negotiations ensued but did not result in agreement and following the proce-
dure of The Industrial Relations and Disputes Investigation Act, 1948, two
Boards of Conciliation have been established. These Boards held sittings in
Montreal early in January 1950 at which written Submissions were presented
by the Railway and the employees’ representatives. After receiving these
Submissions the Boards adjourned until late in February to afford the parties
an opportunity to prepare statements in rebuttal.

As a result of the recommendation of a United States Presidential Emer-
gency Board, the Canadian National was required to grant its non-operating
employees on its United States lines a general wage increase of 7c. per hour
retroactive to October 1, 1948, and a five-day 40-hour work week without
wage reduction, effective September 1, 1949. Further substantial demands on
behalf of the employees of the United States lines have been received and are
now the subject of negotiations and mediation proceedings.

HoTrLs

~ The number of guests accommodated in the 8 year-round Canadian National
hotels was 612,608 in 1949, as compared with 634,197 in 1948; the number of
meals served, 2,175,446, as compared with 2288274; and gross revenue, .
- $7,629,960, as compared with $7,488,789.

The operating results of the Hotel Vancouver and the Newfoundland
Hotel, St. John’s, are not included in the above figures. The Hotel Vancouver
18 operated jointly with the Canadian Pacific and the Newfoundland Hotel was
taken over late in the year.

Following the completion of an agreement with the City of Edmonton,
a contract was let for the steelwork of a 16-storey addition to the Macdonald
Hotel. Tt will contain 300 guest rooms and will more than double the accom-
modation of the present building which was built 35 years ago. The development
of northern Alberta’s natural resources, notably the oil fields in the vieinity

58808—2
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of Edmonton, and the increasingly strategical importance of the area north

of the city, combine to make Edmonton one of the fastest-growing cities in

Canada. :

The three summer resorts, Jasper Park Lodge, Minaki Lodge and Pictou
Lodge, enjoyed another excellent season, substantially the same number. of
guests being accommodated as in the year before—61,059 as compared with

61,236. Many of these guests were visitors from the United States. Gross

revenue increased from $908,117 to $1,048,103. :

TELEGRAPHS

In the volume of messages, private wire teletype services and radio pro-
gramme networks, the business of the Telegraph Department was the heaviest
in the Company’s history.

An increase in Canadian telegraph message rates, averaging approximately
15 per cent, was approved by the Board of Transport Commissioners, effective
July 4.

The communication services of the Newfoundland Posts and Telegraphs
were transferred to the Canadian National for operation on April 1.

New O Fierps

The discovery of a major oil field extending practically all around Edmon-
ton from Joseph Lake, 20 miles southeast, to Barrhead, 50 miles northwest,
indicates that this section of Alberta is one of the important oil reserves of
the world. Most of it is served by the Canadian National. The Canadian
National serves exclusively the Redwater field which, with an indicated reserve
of 500,000,000 barrels is the largest oil pool yet to be discovered in Canada.
In 1949, to provide service to these oil fields, the company constructed 40,000
feet of team, passing and industrial trackage, and moved in large quantities
of drilling and other material.

The Railway has retained title to the mineral rights in respect of 3,000,000
acres of lands in Saskatchewan and recently completed arrangements for leasing
the exploration and development rights on a rental and royalty basis.

AssisTING DEVELOPMENT

. The Development Section of the Department of Research and Development
directs its principal attention to studies of natural resources and plans for their
development, solicitation for industrial placement, industrial surveys of cities
and towns along the railway, market analyses and transportation cost studies
and to providing industrial engineering services.

During the year the Development Section was invited by the Government
of I_\Tgewfoundland to make a study of natural resources and industrial poten-
tialities of the province.

In its industrial development the Section works in close co-operation and
harmony with municipal, provincial and federal industrial bureaux.

COLONIZATION AND AGRICULTURE

Some 94,000 immigrants moved to Canada in 1949. The Railways’ Depart-
ment of. Colonization and Agriculture continued its policy of settling vacant
farm lands served by the System’s lines and of developing the maximum move-
ment of immigrants to this country. Specialized service was provided for these
new citizens from their ports of arrival to destination. Restricted shipping space
and dollar exchange continued to be major problems. !

. In its agricultural development programmes, the Department has main-
tained close co-operation with interested departments of Government and all
branches of the agricultural industry. ;
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RESEARCH LLABORATORY

~ The Railways’ Research Laboratory is the only one of its kind in Canada
and covers a wide field of research and tests. Its principal function is to enable
adequate tests to be made of the materials used by the Railway in order to
ensure that they meet its standards and specifications. In addition studies are
carried out to further the improvement of the quality of materials, their
utilization and the methods of processing them as well as the development of
better supervisory and control techniques.

EmprLoYEE RELATIONS

The System continues to be deeply interested in employee relations. With
over 111,000 employees, the System is the largest employer in Canada. Pensioners
number 15,671. The company’s payroll in 1949 was $311,000,000.

And there follows the balance sheet and various tables which are calculated
to give complete information, Mr. Chairman. '

The CrAlRMAN: Thank you, Mr. Gordon. I presume that now the members
of the committee would like an opportunity of asking Mr. Gordon questions
concerning the report which he has just read.

Mr. ForuweLL: In order to refresh our minds as to the duties of this
committee, might we have a reading of the rules which are applicable to the duties
of members of this committee?

The Cuamrman: Perhaps the clerk would read our order of reference. That
would give you the story.

The CLERK:

“Ordered—That the Annual Reports for 1949 of the Canadian National
Railways System, the Canadian National (West Indies) Steamships Limited,
the Canadian National Railways Securities Trust, the Auditors Report to Parlia-
ment in respect to the Canadian National Railways System and the Canadian
National (West Indies) Steamships Limited, and the Budget of the Canadian
National Railways and the Canadian National (West Indies) Steamships Ltd.
for 1950, tabled this day, be referred to the said committee, together with the
following estimates for 1950-51:

Vote 493—Maritime Freight Rates Act, Canadian National Railways;
Vote 494—Maritime Freight Rates Act, railways other than Canadian

National;

Vote 558—Prince Edward Island car ferry and terminals, deficit 1950;

- Vote 559—Canadian National (West Indies) Steamships Limited;

deficit 1950.

And that the Resolution passed by the House on February 24, 1950, referring

certain estimates to the Committee of Supply, be rescinded insofar as the said
Resolution relates to votes Nos. 493, 494, 558 and 559.”

I think that covers it.

The Cuairman: That is the subject of reference. Oh, I beg your pardon.
The CLerk: And the further order of reference is as follows:
Ordered—That the Annual Report of Trans-Canada Air Lines for
the year ended December 31, 1949, and the Auditors’ Report to Parliament
for the year ended December 31, 1949, in respect of Trans-Canada Air
Liinesidiabled  this Aoy, due e db el bini: « w4 i o
That is, on Friday, April 24, 1950.
................ be referred to the said Committee.
588082 !
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Mr. Gmuis: According to the annual report, Mr. Chairman, the Canadian
National actually had an operating profit of approximately $4 millions. But at
the same time there is shown a deficit of $42 millions odd. Might we have an
explanation of the reason for that situation? May I ask what steps might be
taken to correct it? -

Mr. Gorpox: If you will turn to the consolidated income account on page 6
of the report, I think you will find the reason.

The $4,057,907 to which I referred was the net income after payment of
operating expenses and so on, and that income was short by the amount needed
to pay interest on funded debt issued to the publie, and which, according to the
income statement shows a total of $24,302,650.99 payable on bonds which have
been issued to the public, and in addition, there is the sum of $21,798,283.58
which is interest due to the government on loans advanced by the government
to the railway over a period of time. The total of these two therefore comes,
roughly, to $46 million, and that is the reason why we fall short to the extent
of $42 million odd to meet these charges. :

Mr. Giuis: Would it be reasonable to ask the government to waive interest
on these loans?

Mr. Gorpon: I have made a statement to the Royal Commission on Trans-
portation which is now considering that question. I made various suggestions
which may have come to your attention, suggestions of what I think would be a
reasonable thing to do in the way of recasting the capital structure of the Cana-
dian National Railways so that we might have a fair chance of being able to
earn, on the average, over the years, all charges which the railway may face.

Hon. Mr. Cuevrier: It may be that I should be allowed to say something
in answer to the question: Would it be fair to ask the government to do some-
thing about these two matters?

Something has already been done. In 1937 or 1938 there was a revision
made pursuant to the Capital Revision Act, whereby a large reduction was made
in the interest due to the government, and the capital account was reduced
substantially.

_ But in answer to the question whether the government should not do some-
thing about reducing the interest on bonds held by the publie, I think that is a
different matter and I do not think the government can do anything about it. It
may be that the royal commission, in view of representations made, may make
some recommendation, but I think we should hesitate before asking for action
in connection with those loans. But as to loans due to the government which
bear interest, under the circumstances, I think it would be reasonable to ask
that that interest be waived.

- Mr. Goroon: Well, the question of the Canadian National Railways capital-
1zation has been referred by the government to the Royal Commission on Trans-
portation, as well as the views of the railway in respect to that particular matter,
and these details are currently being considered by the royal commission. I am
not too sure of my protocol, whether it is appropriate to discuss in the committee
anything which is under consideration by the royal commission; but my personal
views have been given in detail to the commission, and if any of the committee
?]lembers would like to have copies of them, I would be glad to see that they get
hem.

The (;HAIRMAI\': Might I interrupt? I think, Mr. Gordon, that most mem-
bers of this committee would like to have an opportunity of studying an accurate
copy of your statement to the royal commission, g0, if the committee is willing,
I shall ask the chairman of the board to furnish it to the committee reporters
and we will have it published as an appendix to our meeting of this day.
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- Mr. Furton: Might we ask Mr. Gordon if he could make copies available
now, because, if the recommendations are printed, they will not be available to
us for two or three days. :
Mr. Gorbon: Yes, we can do that.

The CuamrMAX: I do not think it would be proper for us, as a committee, to
~enter into any discussion of Mr. Gordon’s statement while the matter is sub
judice. ;
Mr. MutcH: I would like to agree with you, Mr. Chairman; but if I were
interested from the outside, I would not.

Hon. Mr. Cuevrier: The Speaker has ruled, first of all, that there could
not be a discussion in the House concerning certain matters which are now before
the Board of Transport Commissioners. And he has also made a ruling with
respect to matters which are now before the Royal Commission on Transporta-
tion which would indicate that, while certain things might be discussed, certainly,
other matters should not be discussed.

I am not going to suggest to the committee that matters which are before the
royal commission should not be discussed, other than to say that when reference
is made to a body like the Royal Commission on Transportation, I ask myself
the question of the propriety of discussing such matters here. However, that is
something for the committee to decide.

Mr. Murca: The minister having said what he has said, might 1 say that
my reason for saying that I would agree is this: It has been our practice in this
committee, after having heard the report of the president of the road, to begin
an orderly examination of it, page by page.

Therefore, with the consent of the committee, I propose that we begin an
examination of page 6 and go through the report and deal with each of these
questions, because, if we begin to probe, we won’t be finished for two weeks.

Mr. KnicaT: Might I say this in opposition: is it not customary, upon receipt
of such a report as this, that, perhaps, some of the committee members might
b? a!}lowed to make some general observations before going into a detailed study
of 1t?

Mr. Murcu: I did not intend to oppose that course, but 1 thought that,
having regard to an orderly procedure, since we have all the activities of the road
before us, it seemed to me that, while the president’s report was fresh in our
minds, that we should take the opportunity to relate our questions to the time
which is current, and that it was a more orderly way. We would get exactly
to the same place. I suggest it from my experience. I was not proposing that,
Mr. Chairman, but I thought as we have all of the activities here, and while
the president’s report is fresh in our minds we should have the opportunity to
relate our questions to the items which come up in turn. It is a more orderly way.
We get exactly the same place. I am just suggesting it, but I am in the hands
of the committee. '

The Cramrmax: Before we proceed, may we clear up these points. I would
like to ask about this material that it is proposed to distribute among committee
members. I take it that that is a recommendation of Mr. Gordon in regard to
the method of amending or altering the capital structure of the Canadian
National Railways? :

Hon. Mr. Cuevrier: It is a statement that was submitted to the royal com-
mission by the president of the Canadian National Railways.

Mr. Giuuis: What value would it be to us now to discuss this annual report
because everything that is before that royal commission now, and everything
that Mr. Gordon has made a submission on are matters that are contained
in this report, practically everything.
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Mr. Gorpon: No, I do not think that is the case. The statement to the royal
commission deals with certain specific suggestions in regard to the capital structure
and other questions which were referred to the royal commission. I might say
that there was a preliminary brief submitted to the royal commission by the
C.N.R. which is rather a bulky document but that is not the one I mean. The
one that I am referring to is a personal statement which confines itself to the
consideration of a few main questions. Now this annual report before us deals
with the operation of the railways as such, its workings from day to day;
and it is a different thing altogether.

Hon. Mr. Cuevrier: May I say to Mr. Gillis that the reference to the
committee is to study these reports and not the brief made to the royal
commission.

Mr. GiLuis: If this matter was not before the royal commission it would be
relatively simple to proceed. However, I am in the hands of the committee.

Mr. Grorce: Would it be in order to put on record the railway operating
revenues and expenses broken down into regions?

- The CHAIRMAN: May we settle this one point, Is it the wish of the com-
mittee that we should print as an appendix to our minutes of this meeting a copy
of the statement made by Mr. Gordon to the royal commission and referred
to in his report as to the capital structure of the Canadian National Railways?
All those in favour?

Carried.
(Statement appears as Appendix A.)

Now, dealing with the matters raised by Mr. Mutech and other members
of the committee in regard to the manner in which we should proceed to our work.
While Mr. Gordon was reading the report, I was wondering just what would be
the best way to proceed with the committee work, and I suppose it should be
done by question and answer. I do not think that at this stage it would be
fair to the president of the Canadian National Railways and his large staff who
are in attendance to listen to speeches or comments that members of committee
wish to make. I think that at the present time our work should be restricted
to questions and answers.

Now, as to whether it will be better to confine the questions and answers
to a page by page examination of the report or to subjects of the report or to
the entire report, I frankly do not know enough about the subject to suggest
which method to follow, so I think we will start off for a while and see how the
questions develop. Who would like the floor? '

Mg. Carter: I would like to be informed on one point. There are some
matters touched upon in this report that are before the Board of Transport Com-
missioners and some other bodies. Am I right in inferring that we are not at
liberty to discuss these matters because they are before these other bodies?

Tae CuairMAN: I would rather not make a ruling in advance. As far as I
am concerned I always like committee work to be carried on on an agreeable
basis and as long as you are reasonably well within bounds, I am not going to
stop any questions.

Mr. Kx16HT: You have suggested that it might be a waste of the president’s
time to listen to expressions of opinion. While as a humble member of parliament
and a member of this committee I do not suggest that we have anything very
valuable to advance, particularly in the matter of financial details, still I believe
that as members of the general public perhaps we have views that the president
ought to know about, and your answer suggested that while we may not now waste
the president’s time there might be an opportunity given to us later.
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' Ho~. Mr. Curvrier: I think there will be an opportunity when the matter
you are interested in is reached in the report. If it is not in the report, then at
the end of the report there will be an opportunity to bring up general matters.

‘Tue CHAIRMAN: In order to keep this work within bounds I would suggest
that when one member has the floor and is asking questions he should have the
right exclusively unless, of course, he consents to an interruption.

Mgz. George: All I want to find out is whether it is possible to have placed
on the record operating a breakdown of the two principal items of revenue and
expenses on page 6, a breakdown showing these revenues and expenses by regions.

Mg. Gorvon: If you will turn to page 23, you will see the general breakdown
of operating revenues and expenses that we have shown there. A breakdown by
regions should be technically possible but it would not be very informative in
character. It would take a great deal of work because the traffic overlaps
between one region and another, and it is difficult to allocate properly the
revenues and expenses pertaining to any one particular region. We have divided
the system into regions for operating convenience rather than statistical analysis.

Mg. GeorGe: In other words then, the Atlantic region does not show either
a profit or a loss according to the report.

Mg. Gorpox: As far as our books are concerned that is so. I think it would
appeal to you that it can be done but you will get into all sorts of complicated
questions as to regions where traffic originated and where it is destined, and I
might say again that our regional system is based on traffic operations rather than
on a revenue and operating expense standpoint.

Trae CHAIRMAN: Shall we leave it this way, that Mr. Gordon will think
over the question and if he believes that without too much expense a statement
can be prepared which will be of any use to members of the committee he will
have it prepared.

Mgz. Gorpon: I will do that, but it is not a statement that can be prepared
in a hurry; it is something that will take considerable time.

Tae CuarMaN: If you find that it would not serve any useful purpose, I
think members of the committee would be quite willing to leave that to your
discretion.

Mg. Gorpoxn: I would like during the recess to have a talk with Mr. Cooper
in regard to that.

Mg. GrorGE: I do not intend to put the railways to any unnecessary work,
but I was wondering if the breakdown was available.

Mg. Morr: This is a report of the operations of the railway. As to the
future, we do not see any new suggestions in this report. For instance take the
city from which I come, New Westminster; are we looking into the future there;
is there anything planned there for the future? For instance, you pay rent on a
line running between New Westminster and Vancouver that has no real terminals,
and there is land available and things like that. Is there any committee or
commission within the railway that has been formed to look into the future or
what is the future in that particular locality?

Mr. Gorpon: With regard to your first point, I would like to say that this
report specifically deals with a review of the 1949 operations; it is not intended
to be a forecast of the future. On your general question, we have quite a well
stafied department of research and development whose job is constantly to keep
abreast of events in any partieular territory or any particular area of Canada;
and, specifically, in your district there are a number of matters which are under
examination although they have not reached the stage where I am able to make
any specific pronouncement about them. All I can say is that we are alive to
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the need for keeping abreast of developments particularly in the territory which
we serve directly and we have in mind generally to see to it thg,t our research -
and development branch is equipped and staffed to perform that job adequately.

Mr. Morr: The reason I asked is that I have approached the department out
there and there is not much ¢hance of getting a satisfactory answer at all.

Mr. Gorvon: If you have any specific question concerning your distriet you
wish to be dealt with, Mr. Mott, I shall be glad to give it my personal attention
and I shall be glad to hear from you. r

Mr. HarrigLp: Mr. Chairman, are the officials ready now to have suggestions
from this committee? h

Mr. Gorpox: Mr. Chairman, I can only speak for myself but I welcome all
kinds of suggestions.

Mr. Harriep: It says on page 18 of the report that the railway has retained
title to mineral rights in respect of three million acres of land in Saskatchewan.
What land in Saskatchewan?

Mr. Gorbox: These were lands that were originally given to certain lines of
the Canadian Northern at the time the railway .was first put through, and
these lands have been sold off consistently since that time over a period of many
years. It goes right back before the formation of the system. However, since
1923 they have been steadily sold, but when we sold this farm land, due to the
technical nature of the sale, contract, the railway retained the mineral rights.
In other words we still have control of those mineral rights, and we have made
an arrangement, as it says in the report, with a company to conduct exploration
work on a lease basis and subject to our getting a royalty percentage if they do
discover oil.

Mr. Fururon: Could you give us some details of the arrangement, Mr.
Gordon?

Mr. Gorpon: I would like to answer that question first by asking a ques-
tion of the committee. I am not certain if it is appropriate for the railway to
give particulars of what after all is a private contract. ‘

Mr. Furron: I just wanted to know the annual rental that the railway is
getting. If the negotiations are still under way, I can appreciate it cannot be
disclosed, but if the contract is concluded there is no reason to withhold these
details. I do not want to prejudice the negotiations or to embarrass the company
financially but if the matter is concluded, could we not have the information?

Mr. Goroon: Perhaps I could say this to you, Mr. Fulton: the contract
is on a basis which is recognized more or less as standard, but it does contain a
variation of classes under given conditions which I think represent the private
business aspects of the company concerned. I would be in doubt myself as to
whether or not it is appropriate thus to disclose the terms of contracts of that
kind; but I am entirely in the hands of the committee and I would appreciate
the advice of the minister on it.

Hon. Mr. Cuevrier: What I was going to say, Mr. Chairman, was this:
that in the past we have followed the practice and custom here of not giving
information which Canadian National Railway officials thought was information
which would be of benefit to its competitors; and this is a rule which has been
followed both in the House in answer to questions and in the committee. How-
ever, if the committee feels that the information should be given, the committee
is the master of its own proceedings. But in the past when an officer of the
: Canadlan'National Railways indicated that it was not in the interest of the rail-
way to give certain information and there was some. doubt about it, it has
generally been the view of the members that such information should not be
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given. I have in mind in particular information about salaries of officials of
the Canadian National Railways. The Canadian National took the view
that that information should not be given publicly.

Mr. Fuuron: Mr. Chairman, I certainly agree with the minister there, that
information should not be given which would benefit the company’s competitors,
but is this a matter which if made public would benefit competitors of the
- railway?

Hon. Mr. CuevriEr: 1 do not think T should be the judge of that.
Mr. Furton: No.

Hon. Mr. CurvriER: I should not attempt to.

Mr. Fuuron: But I would have thought, on the other hand, this is a
source from which the railway is going to obtain some income in the future
I presume, in the development of the country; and, surely, those details will
have to be given in the report when that becomes the case. Surely we are not
going to conceal then items of that kind. I hope that in the future we will not
be prevented from obtaining details as to where income is obtained. I think
that in future years we will have to be in a position where we can know and
get all that information. I do not accept the proposition that this is something
which is not of benefit to the country substantially; but if it is a matter which
is now under negotiation with companies concerned I will not press the point
at the moment, but I do think that when the time- comes that returns from
these arrangements appear in the income account, then we should have full
right to enquire in detail as to what the contracts in each case were.

The CuarMAN: If T may interrupt just a moment: Mr. Gordon has asked
for an (_)pportu-ni;ty of thinking this matter over to see just how far he can go
in meeting your request, Mr. Fulton; and so we will just let the matter stand
without a ruling at the present time. I was under the impression that perhaps
there might be some general questions in regard to the report, but it is quite
obvious I am wrong, and that the members are interested in specific questions.
Shall we turn now to sections of the report?

Mr. Apamson: Mr. Chairman, I would like to ask a general question.
The CrarmaN: Certainly, Mr. Adamson. :

Mr. Apamson: The question I would like to ask, Mr. Chairman, is this:
Basically the railway is suffering as all railways are from obsolescence, in
rolling stock, in stations, and in many of its assets, and I would like to find out
from the president whether if the railways put on a program now—a real
program of modernization and dieselization—such improvements could pay for
themselves, and over what period of time; and approximately what sum, or
what obsolescence, or what modernization the board would like to make if they
were not so tight for money at the present time. I am thinking particularly,
part}'ally. of.suburban traffic in our metropolitan areas. I am also thinking
of dieselization on the main line passenger traffic and the modernization of rail-
road stations, both along the main line and elsewhere. Now, 1 realize that
I am asking for a general statement from the president, but I think there is a
real prqblem. For instance, the station that I leave from when I do leave
was built two years before the Indian mutiny; it is still that station, and
everybody in the district I come from says the railway is losing a tremendous
amount of revenue because of obsolescence, particularly of equipment which
they have to provide for a traffic which they feel could be developed. Now I
would like, Mr. President, probably not now but at some time, if you would
make a statement as to the possibilities. What would it cost actually to
modernize the railway and what would the prospect of revenue be? I have in

mind a statement similar to that made by the chairman of the Chesapeake and
Ohio Railway just recently.
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The Crammvan: Thank you, Mr. Adamson. I think that is a very
valuable question and as you rightly observed it will take a lot of consideration.
It will be noted and answered before Mr. Gordon leaves. I understand your

question to be what capital expenditures would be involved and what economies

could be effected and what increased revenue could be obtained?

Mr. Apamson: That is it.

Mr. Goroox: I would be prepared to give a tentative answer now and
then I might perhaps develop it further later on if so desired. I would say
that in a general way the question breaks itself down to three parts. Anyone
looking into railway affairs during the depression starting around 1930 will find
that the expenditures made on modernization were very limited indeed during
that particular period and as a result obsolescence did accumulate. Now, the
second period was the one in which the railway was exhausted through its
wartime operations; rolling stock, road-bed and whatnot all obsolesced; and it
is also true that very large sums of money have been spent. In the years
1940 to 1949 for instance, Mr. Cooper calls my attention to the fact that over
$200 millions has been spent for new equipment. It is a very large system, and
it must be remembered that you cannot modernize a railway overnight. It
takes a long period of time and as far as I can judge the modernization which
has taken place, the recovery of obsolescence over the last years has been
proceeding at a rate which would indicate the maximum has been done, having
regard to the facilities available and the equipment and supplies available. I do
not see there is any question about it that that type of modernization has been
going forward just as fast as it could. And when we come to the budget you
will find that we have included an expenditure of something like $37 millions
for 1950. That is just as fast I think as it can be accomplished, because there
is such a thing as the physical handling of a program of that sort; it must be
consistent. The third part of your question was, what of the future, I take it?

Mr. Apamson: That is it.

Mr. GorpoN: That is a question I am not prepared to answer because I do
not think we have given the matter sufficient study. We have a dieselization
program which has been referred to in our statement. We are not yet ready
to say to what extent that program could be expanded nor have we completed our
examination as to what economies can be effected thereby. That is a study which
is currently under way by a committee of officers of the railways and we expect
and hope to have some better views on it some time in.the course of this year.
I made the statement the other day when I spoke at a meeting in Toronto that
we are not prepared yet to say that dieselization is the whole answer. Some
people think of dieselization as an academic answer which is going to solve all the
problems of the railways. There are a number of problems which are unique
in Canada all of which will require a good deal of study before we can come
forward here with any general recommendation. But we do have in mind very
definitely trying to develop a program touching on all the points you have
mentioned; that of the benefits of modernization and the benefits of such
things as dieselization; what might be termed a new approach—suburban traffic
and that sort of thing. We want to be satisfied that we can see results through
economies or improved operating efficiency before we undertake expenditures of
that sort. Before we make such expenditures we must be sure that there will be
a return sufficient to make the change a sound business adjustment; and, as
a matter of policy, the railway would of course bring all such matters and
recommendations before this committee.

Mr. Apamson: Could that report be brought to the Minister of Transport
or to the chairman of this committee in any form during this session of parliament?
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Mr. Gorpox: I have been discussing that matter with Mr. Dingle, who is our
new vice president in charge of operations, and I am afraid that we are not
ready yet to come forward with any specific recommendation on what might be
called our dieselization program. Am I right there, Mr. Dingle?

Mr. DingrLE: That is true. We have made considerable strides along these
lines. At the moment we have some 140 odd diesels in use. We are developing our
entire program, Many new types of cars are now in service, and there are
others ready for delivery. As to station facilities and so on, our budget for the
coming year does not cover every point completely; for obvious reasons, it cannot
be done. We can do so much each year and we are doing the best we can to try

to improve our position from year to year as to stations, trackage and facilities
of that kind.

Mr. ApamsoN: I have heard it said that modern lightweight trains are

paying for themselves on the American railways within a very short period of
time,

Mr. Gorbon: It must also be remembered when considering these different
matters such as the one which has just been mentioned that traffic density has a
large bearing on returns. Where there is a sufficiently high rate of traffic density
these new developments pay for themselves very quickly, and under such
conditions such a development would be economical. But from the standpoint
of economy, if you were to spend a lot of money and put the same type of
facilities in some of the areas we have to serve the traffic would never pay for the
development. I have come to realize this about the railway in the short time that
I have been in office, that everybody knows how to run a railway. I do not say
that unkindly, I say it just as a fact; that 1 have learned that everybody knows
how to run it; so we have a lot of suggestions for improvements as to what people
think should be done based on their personal observations, but they do not take
into account, and I make this observation with respect, what the impact of those
suggestions is going to be on the system. But my point is this, that now being up
to date, having regard to the facts ‘concerned, there has not been time nor has
there been the opportunity either, with regard to availability of equipment and
supplies that we have been unable to get, really to consider whether or not a new
approach would produce better results. Such may be the case, but that is not
gsomething which can be embarked upon just in the light of a few statistics, or
picking out certain types of equipment. It has to be done by a much more
careful program than that. We cannot spend millions of dollars without proper
planning. If we were to do so we would be much worse off than when we started.
As T see it, that is the main problem which confronts us.

The CrarrMAN: Thank you Mr. Gordon. Mr. Cavers, you have been trying
to get the floor. :

Mr. Macponarp: Following up the suggestions made by Mr. Adamson I
might ask you, Mr. President, with regard to the matter of the needs of the road,
what the cost is going t0 be in this regard? In the 1930’s, as Mr. Gordon stated,
many things could not be done owing to conditions existing in this country. Then,
during the early ’40’s, on account of the war and the heavy traffic, the roadbeds
took a terrific beating. I am wondering what the policy is with regard to the

rehabilitation and the establishment of those roadbeds, particularly with respect
to main travelled lines.

Mr. Gorpon: Our policy is to go forward just about as fast as we can to get
the roadbeds into what might be called class 1 condition. Again, you cannot make
a generalization. For instance, I have in mind the examination of the condi-
tions existing in the British Columbia area. We have had all kinds of difficulties
there and they recur every year. We spend millions of dollars every year to
maintain the status quo. I, naturally, have said “Why do we not do this on a
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basis where we do not have to pay out that money every year”. I sat down
and studied the situation and I found that the line was put down in the first
instance by the Canadian Northern on the basis of getting it in there as cheaply
as possible. They went through on the best gradient possible and, with respect
to operations, our expense is much less than that of the Canadian Pacific Rail-
ways in the same area because their line has heavier grades—whereas we are
down at the bottom of the mountain. The trouble is the whole darned mountain

comes down on top of us.

I got the operating officials in and after a lengthy discussion I said: Now,
I have heard all of your problems and what happens every year. You have
shown me pictures and reports by the score but how much money would it take
to put, in that very short area—only about forty-two miles—a good railway
line? The worst area is, as I say, only about forty-two miles. I am told that
to put in a line where we would be reasonably sure that we would not have
trouble would cost $150,000,000 to $175,000,000. At that point I sat back and
suggested that we take another look. I have not yet reached the stage in life
where I think that $150,000,000 is not a lot of money.

Now, you sit down, deliberately, and say that you will spend $150,000,000
but you must also keep in mind that you are talking about a program that would
take twenty or twenty-five years to complete. It is not something that could be
done overnight. :

Mr. MutcH: It might stop snowing by then.

Mr. Furron: You are referring to the Fraser canyon area?

Mr. Gorbon: Yes. We have a great deal of difficulty every year with snow-
slides, washouts and floods. For instance, right now we know that we are facing
a probability—I was going to say a possibility but it is stronger than that— of
further floods. What can we do? We can send out a certain amount of equip-
ment, and make plans, but if there is going to be a flood there is nothing we can
do to stop it. There is not a thing we can do to prevent very serious disruptions
of service if we do get floods. We can help a little, but we cannot change the
basic condition.

Mr. KnicaT: If someone else wishes to proceed further I have no objection,
but I want to raise another large general question. Mr. Adamson spoke of the
deterioration and obsolescence of material. The thing I want to speak of is
something more intangible and I think I can get it in under this last item on
page 19.

Hon. Mr. Cuevrier: I hope it is not a spiritual matter?

Mr. KxicaT: The event may prove that. My point is on the matter of
employee relations which I notice has been given the last position in the report
on page 19. Also, with that, I would include public relations.

The Caamrmax: Before we go on to these specialized subjects are there any
further general questions?

Mr. Knicar: This is general as you will see when I get through.

.The CuamrMAN: It appears to me that your question is directed towards a
special subject which we will reach by going through the report page by page.
I do not wish to curtail discussion but I want to do everything I ean to facilitate
the work of the committee-

M'r. KxigaT: T th.ink' we are working at cross-purposes. As a matter of fact,
nge(;l;:ieqferleis}.on for bringing up thg item is that I thought I could get it in here—

$ 1ought you might decide the discussion was too general.

The CraRMAN: Well, make a try.
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Mr. Forron: I will not take any time from Mr. Knight but my recollection
is that in past years we have dealt with the report page by page. I was going
to suggest that to keep our business orderly it might facilitate matters if we
adopted that procedure now. -

- The CuAamrMAN: I agree with what you say but I do not wish to be unfair
to Mr. Knight. You have heard the comments, Mr. Knight, is yours a general
question or is it with regard to one item, namely labour relations? ‘

Mr. KxicaT: In my opinion it is a completely general question.

The CuHarRMAN: Yes, but is it with regard to a specific subject or is it a
general question?

Mr. KxcHT: Let me state my question. It has to do with the general
public relations and employee relations which exist in the company. I refer
there to the feeling between management and employees and to the feeling
between management and the company. I also include what I shall call deter-
ioration or suggested deterioration in morale.

The CuAmRMAN: Go on and ask the question of Mr. Gordon. Ask a question;
do not put it in the form of a statement.

Mr. KniguT: That is going to be difficult- I am going to ask Mr. Gordon’s
opinion on this general question.

The CHAmRMAN: Ask him the question and he will answer.

Mr. Kxicur: I want to do some talking about the matter too. We allowed
Mr. Adamson to introduce his question. However, I do not want to hold the
committee up. )

Mr. Murca: Mr. Chairman I do not want to take any time but I will say
this. I have sat on a lot of these committees and I do not think that there is any
question relating to management that cannot be asked and answered when
dealing with this report. If we are going to avoid duplication I think we should
wait until the item is reached. I will take some gentle disagreement here and
there—there are some points upon which I will expect to make statements and
expect the president to contradict them if he can. In general, to avoid duplication
of discussion and to have our meeting proceed in an orderly way, we might very
well take half an hour on Mr. Knight’s question when we reach employee
relations.

The CuAIRMAN: I think that we will save time if we get the opinion of the
committee. How many are in favour of starting at page 7 of the report and
taking up one subject at a time?

Mr. Fuuron: Start at page 6?

The CuamrmAN: All right. We shall take up the report at page 6.

Mr. McLure: I wish to ask a question about a matter on page 4.

. The Cramrman: All right, we will start on page 4 and Mr. McLure has the
- floor.

~ Mr. McLure: Someone referred a while ago to an amount of $21,000,000 as
being interest owed to the government. Could we have the amount of tax that
the Canadian National Railways pays to the federal government? For instance,
there is one big amount which they pay—if they pay it—8 per cent on purchases.
It must be a tremendous revenue for the government. If we find the taxes they
are paying are big, we can form an opinion about the government not charging
them with the $21,000,000 interest.

Mr. GORD(_)N: Mr. Chairman, as I understand it, Mr. McLure is asking
about taxes paid to the federal government?

Mr. McLure: Yes.
Mr. Gorpon: As distinet from provincial or municipal taxes.
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. Mr. McLure: I am not asking what is paid to the provincial governments.

Mr. Gorbon: No. The item I have before me in the 1949 report shows

$1,942.539 in the form of unemployment insurance; $121,510 in the form of
excise stamps and $8,203,000 in the form of sales taxes.

The CramrMan: The last item would be charged to capital?

Mr. Gorpox: Mr. Cooper reminds me that there could be duties on imported
materials but I have not got that figure.

The CraRMAN: Sales tax would be charged to capital account and not to
revenue account?

Mr. Gorbon: It is part of operating costs.

The CrAlRMAN: Sales tax?

Mr. GorpoN: Yes.

The CuamrmAN: On the purchase of new rolling stock?

Mr. Gorpon: On purchases of anything where sales tax is applicable.

The CualrmAN: All right.

Mr. Murcu: Mr. Chairman, these items could be dealt with when we reach
pages 24 and 25.

Mr. Gorpon: Sales tax on new equipment would be part of the capital cost.

The CuamrmaN: That is what I had in mind, yes.

Mr. Fuuron: Mr. Chairman, does the annual vote by parliament to cover
the deficit, when paid, also bear interest or is it a straight payment?

Mr. Gorbon: No, that is just a straight payment.

The CaalRMAN: Are there any more questions on page 5?

Mr. Gmuuis: I want to ask a question concerning page 4. Perhaps it will
not be a fair question to ask Mr. Gordon.

Mr. Goroon: I cannot think of any question that would be unfair.

Mr. Guus: It is stated on page 4 that on December 28 it was found
necessary, due to coal shortage, to curtail certain traffic. Now, I know you are
not responsible for that, but some of your officials may be able to explain it. The
question I want to ask is why did the Canadian National Railways, in the
Atlantic region in particular, allow their coal stocks to get into the position
where they had to curtail traffic to the extent of 25 per cent in areas where
there was plenty of Canadian coal available. Why could we not use our own
fuel in areas where Canadian coal is available, rather than getting ourselves

into the position where we have to use and are dependent upon United States’

fuel. I think it was inexcusable because in the year previous the mines in Nova
Scotia were idle, working part time, and coal was available. The mess they
got themselves into in the United States was very apparent two years ago. I
would like some explanation as to just why that happened?

Mr. GorpoN: Mr. Chairman, on the first part of the question I would say
that the curtailment of passenger service which took place in the maritime
region was not because of a shortage of coal in that region. Let us be perfectly

clear about that.. The reason why the passenger service was curtailed by 25°

per cent was that there was an over-all coal shortage, particularly in the heavy
traffic region—called the central region. If we had not taken precautionary
cuts in the services all over Canada in very short order our central traffic region
might have been tied up ¢ompletely. We had to move coal from where the

stocks were in the maritimes. There would be no sense in closing down the.

central region and running in the maritime region because traffic would be
completely disrupted. We had to run the Transcontinental services or there
would have been freight lying around all over the country. We felt that we
had to keep traffic moving. Therefore, we averaged the cut all across Canada

and moved coal from places where there was a long supply to places where
there was only a short supply.
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‘With respect to the second part of your question there has been a good
deal of misunderstanding. I have had prepared a statement of the economic
use of eastern Canadian coal. Provided the coal is delivered to us for movement
through the cheapest route to each particular consuming point, and having
regard to the present assistance by subventions and so forth, we regard the
economic area where maritime province coal can be used and moved by us as
being west to Coteau, thirty-nine miles west of Montreal, and as far as Fitz-
patrick which is one hundred and twenty-three miles west of Quebec.

 Thinking of that as the area where we can use maritime coal, our estimated
requirements this year, if we could have it offered by the maritime suppliers, -
would be 2,330,000 net tons. At the moment we have only had offered to us
by the suppliers in the maritimes a total of 1,120,000 tons. This year we will
have to move 1,110,000 tons of United States coal into that area because we
cannot get enough from the maritime provinces.

Now, in that breakdown we talk about the Atlantic region by itself. I can tell

you that in our Atlantic region, under present circumstances, we can just cover our
requirements from local suppliers.
. Our requirements in the Atlantic region total 1,120,000 tons and we have now
proposed to purchase—it is not all confirmed—but we feel we can get supplies
from most suppliers and get just enough coal to cover our requirements in the
Atlantic region. But there would be another 1,120,000 tons available to the
railways in the Atlantic region if the maritime provinces could supply it.

Our policy is that we will take that coal if it is available to us on an
economic basis and is of the proper quality for our needs. These suppliers know
that. We have told them our requirements quite frankly, and we have invited
them to make offers.

Mr. TrHomas: I wonder if Mr. Gordon could give us a breakdown concerning
Alberta coal as he has done in the case of maritime coal?

Mr. Gorbon: I would be glad to.

_Mr. George: In connection with maritime coal, is it a matter of the price,
or is 1t that they cannot produce it?

Mr. Goroon: No. In the past there was a difficulty with respect to price.
We would have purchased more coal if we had been prepared to pay the price.

At the moment the Atlantic region is the area where the maritime province
coal can compete with coal from other sources, having regard to the effect of
the devaluation of the Canadian dollar, and having regard to the effect of
subventions. That economic area has been extended to a point where we can
use 1,120,000 tons more. Their total production is not enough to take care of
- what could be absorbed by the railways plus the other users of their coal.

Mr. Fururon: Are you in a position to offer the railway as a' permanent
market which would make it worth while for those operators to increase their
'prodlzlit;on, or are they afraid to increase their production because of the
market?

Mr. Gorbon: You have put your finger right on a difficult point. Our require-

~ ments vary from year to year.

I think T should make it clear that the total amount which we will need this
year in the area is larger than normal, because we will be replacing, in the
Atlantic region, about 430,000 tons, in order to replace our stockpiles which we
drew down in order to supply the central traffic region during the last shortage.

The normal requirement for the year 1950 would be 1,900,000 tons. And
what we shall endeavour to do is, each year, about this time, to forecast as best
we can our needs and try to arrive at an agreement with the operators, so that

- they can plan better than they have been able to in the past, what they can do
abont their production.

The CramrMAN: Of course, a change in the foreign exchange rates might
move your westerly boundary of this economic area.
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Mr. Gorpon: That is quite true. In 1949, on the same assessment of
economic area, the approximate consumption .could have been 1,384,000 tons.
The CuamMmAN: On what point is your mileage based now? Is it not
39 miles west of Montreal? ‘

Mr. Goroox: It varies. The economic area up to September 30 was Quebec |
City. From October 1, it was Quebec City and Lake St. John. And since then 1
it has been Lake St. John and Fitzpatrick. '

The approximate consumption in that area could have been 1,384,000 tons. ,
The actual maritime provinces coal supplied in 1949 was 794,000 tons, and we
moved in 590,000 tons of United States coal into the area, which amount could
have been currently supplied from maritime mines.

Mr. FouweLy: Is that coal from the maritimes as efficient as United States
coal? .

Mr. Gorbox: No. Coal varies considerably and it varies in the maritimes.
There is coal in the maritimes to quite a sizeable amount which cannot be used
efficiently for locomotive purposes because it is just not good enough. ;

Mr. McCuLrocH: But it was used all during the war and it gave satisfaction
then, did it not?

Mr. Gorpon: In part.

Mr. McCurrocH: According to my understanding today the Dominion Coal
Company place a price with the Canadian National, and then the independent
operators are asked to give a price, take it or leave it, much lower than the
Dominion Coal Company’s price. :

Mr. Gorpon: It is quite clear. There was a dispute which raged for some
time with respect to the price. There is no doubt about it. But I ecan only speak
in regard to this year and, as far as I am informed, the supplies which are now
made available to us by maritime province suppliers are the maximum which
they feel they can make available, and as far as I know they are satisfied
with the price.

Mr. McCurroca: When you consider the months of June, July and August,
the independent mines down there could supply a lot of coal and keep their men
employed during those summer months provided they could stockpile that coal.

Mgz. Gorpon: It so happens that in the particular time when suppliers
are willing to supply coal to us in large quantities, that is the very time when
there is a car shortage. The two things always seem to clash. The very time
when the suppliers are ready to give us a lot of coal is. the time when we are
in trouble about our cars. But what we shall try to do is to build up our stock-
piles and get coal coming in an orderly basis and in that way maximize the
quantity we can get.

Mgr. HarrieLp: Surely there would not be a shortage of cars during the
summer months? ;

" 1i\/IR. Gorpon: Mr. Dingle will answer the question more specifically, I
think.

Mgz. DincrLE: Yes. During past years, or following the war, we did have
very acute shortages. But certainly today, or during the past twelve months,
the situation is much improved with respect to handling coal in the Maritime
provinces. We broke all records during the first two months of this year in
coal handling in these provinces.

Mfi. Harrierp: Has there been any research work done on maritime coal
to see if it could not be made more useful to the railways?

MR._GORI_)ON: I got into a lot of trouble the other day in connection with
that subject in answering newspaper reporters.



‘.

RAILWAYS AND SHIPPING 33

So far as I know, there is no research work of the character which you
have in mind, but there is research work being done directed to more efficient
production of coal, the more efficient digging of coal from the mines. But what
I would have in mind in talking about research work would be research of a
character which would enhance the utilization of coal in order to get more
heat energy out of that coal, or in order to utilize types of coal which cannot
be used now, or which would get that coal to ultimate the use by gas turbines
which, after all, is a development of gases coming from coal.

Speaking as an amateur and therefore knowing all about my subject, il
do not believe that is the answer to the coal problem. With the gas turbine
‘as such we are far removed from the actual utilization of coal, and if the gas
turbine proves to be economically successful, then we would use less bulk coal
than we do now. But I am thinking of whether we cannot develop some research
directed to the question of whether or not we might use for example run of
mine coal.

Surely, if we put in some ingenuity and spend some money, we ought to
be able to find a way to use some types of coal which, right now, cannot be
. employed in locomotives.

Mg. Harrierp: Is the coal still shovelled into the furnaces, or is it first
ground to a powder and then blown in?

Me. Goroon: Perhaps Mr. Dingle will answer that question.

Mgr. DingLe: We have the two types, the stoker and the hand-fired
locomotive. 5

Mg. Gorpon: But the hand-fired type would not be used on main line
traffic.

Mgz. DincLE: No. Our heavier class of power is equipped with stokers.

Mgz. Furton: Have you any reason to suppose that if you could offer
yourselves as a steady market, the producers could expand their production
so that they could meet your requirements over the years?

Mgr. GorpoN: Answering that question as a matter of logic, I would say
yes. But I cannot say it is a matter of discussion with the company. However,
we are currently engaged in talks with the companies with the idea of trying
to get stabilized markets on an annual basis which would enable them to plan
better in the way of production.

Mg. ForLwern: Would dieselization and the gas turbine result in cutting
your demand for coal considerably?

MRr. Gorbon: We are also using a considerable number of oil-burning
locomotives. In fact, it is one hundred per cent oil-burning in British Columbia,
and that has had a tefinite effect on our*utilization of Alberta coal.

Use of oil burners has reduced considerably the usage of Alberta coal, so
much so that at the present time, in western Canada, we are facing a definite
surplus of coal. If this were not so, our requirements of coal in western Canada
would not be sufficient by at least 400,000 tons, in taking up coal which would
be available in the western area.

But if we bring it too far west we get into a cost which is exorbitant, that is,
ba.spd on a proper evaluation of the railway efficiency of Alberta mined coal
which we figure is about 80 per cent efficient compared with United States
sereen coal, that is, just for the actual utilization of coal that is supplied. And
on that basis, and also taking into account the usage of locomotive briquettes,
then Alberta coal at present Alberta prices can be moved as far east as the
Manitoba-Ontario boundary.
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On that basis, the total amount of coal which has been offered to us in 1950
is 1,485,000 net tons. But the actual requirements in that economic area which
I have referred to are only 1,088,000 tons; so the excess of coal surplus is actually
397,000 tons. i -

To give you an idea of what would be involved if we tried to move that
coal out of that economic area and tried to use it, it would cost the Canadian
National at least $1% million to use that coal outside of that economic area;
that is, $1% million additional cost over and above what we could get coal for
from other sources.

The CuAarRMAN: In order to move it where?

Mr. Goroox: That 397,000 tons,—to move it to points where it could be"

burned. :

Mr. Knicur: Getting back to the recent coal shortage and the reasons for
it: in central Saskatchewan, in Saskatoon, we use bituminous coal which comes
from certain mines in Alberta. Our information is that those mines actually
worked on short time during 1948 because of lack of orders. That is something
that people would like to have a comment upon. .

Mr. Goroon: I am afraid I cannot answer a generalization of that kind.
As far as I know, we bought all the coal that was usable coal in western Canada
and was available to us. But as you see, there was a surplus.

Mr. KnicaT: Let me be specifie. I am thinking of the Cadomin and Luscar
mines, which are particularly useful for railroad work, and whose product is
particularly amenable to storage, while some coals are not. Those are two mines
which worked on short time in 1949 because orders from the Canadian National,
on which they had depended, were not available. That is my information. I am
asking for a confirmation of it or a denial. '

Mr. Gorpon: The only answer I can give you now is that as far as I can
tell from the figures, and from the information that I have, we bought all the
coal we could use satisfactorily. :

Mr. K~xiguT: There is another question which relates to the same matter,
or in that same area.

I think trains Nos. 3 and 4 between Saskatoon and Edmonton were cut

-down, but whether from the point of view of general economy in fuel or not I

do not know, but that diesel oil that you obtained from Lloydminster is a pretty
plentiful product.

Mr. Goroox: What kind of a cut-down did you have in mind? As far as I
know we utilized every oil burning locomotive that we had.
Mr. K~xigar: My information is that trains Nos. 3 and 4 running between

.Sasikat.oon and Edmonton were cut; the service was cut down there, I believe,
in half.

Mr. Dingre: No, the trains in through main line service were not cut,
but there was a cut in trains 5 and 6 on the Lloydminster line. That particular
line was not equipped to use oil-burning locomotives.

Mr. Gorpox: We cannot utilize oil except where we are equipped to do s0;
we must have oil storage tanks built, for instance. There is a difference, I would
pomnt out, between Diesel and oil-burning locomotives.

Mr. K~igar: Trains Nos. 3 and 4 run between Edmonton and Vancouver—
I am sorry, I was wrong. The trains I was referring to were numbers 11 and 12
between Saskatoon and Edmonton, and, I think, through Lloydminster.

Mr. Dingre: No, they go through Wainwright and Biggar. They were cut
to fifty per cent of their normal frequency but just as soon as we got them
equipped with oil-burning locomotives and prior to putting on full service again,
they were restored to normal frequency. The locomotives only became available
after the cut-down was made and we immediately then restored full service.

-~
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- Mr. KnigHT: In other words, they were powered by coal-burning loco-
- motives when that cut was made?

Mr. Dincue: Yes. As our conversion programme progressed, we got
additional oil-burning engines.

Mr. Gorpon: With respect to your specific question I have the information,
Mr. Knight. During 1949, we ordered from Brazeau 261,000 tons as against
246,059 tons shipped, and from the Cadomin Mines we ordered 327,600 tons
as against 291,461 tons shipped, so that you will observe we ordered more than
was actually delivered.

Mr. Fuuron: Why change trains No. 1 and 2 and 3 and 4 between Vancouver
and Edmonton which I understand use entirely oil-burning locomotives through-
- out? Why were those trains consolidated during this time of coal shortage?

i Mr. DincLe: It was because of interruptions in operations by slides and
80 on in the mountains. There was no cut in passenger service west of Edmonton
brought about by the coal shortage.

Mr. Forron: I.do not recollect the facts. Was it the case that those trains
were consolidated during the same period as the other cuts were made on account
of the coal shortage?

Mr. DincLE: Yes, but it was because of the conditions in the mountains.
Trains No. 1, 2, 3 and 4 were consolidated.

Mr. Goroon: Our operating difficulties in British Columbia were worst of
all during the very time that we had the coal shortage.

Mr. Furton: What I am getting at is that the consolidation began at the
same time and continued the same length of time as the cut in the coal-burning
service.

Mr. DingLeE: That is true. During the period from January 20 to January
31 the line was completely out of service, and at intervals thereafter.

The CralrRMAN: The two problems were coincidental.

Mr. Fuuron: It seems to me strange that they should have continued for
the same length of time as the coal shortage, although the interruption in the
line in British Columbia did not last as long as the whole duration of the coal
shortage. :

Mr. DincLe: That is true, but our operating conditions were such in the
~ mountains that we did not want to get into more difficulties by tying up trains
- because of snowslides which might ocecur at any moment. We did not know
from day to day, nor even from hour to hour, when we would have snowslides.
By consolidating the trains we cut down the chance of marooning passengers
in the mountains.

Mr. Goroon: All these difficulties came so close on the heels of each other
than we came to the conclusion that John L. Lewis was controlling the weather
in British Columbia also.

Mr. Apamson: Can you give us a relative cost of coal per ton, and the
relative efficiency as between United States, Nova Scotia and Alberta coal?
Does the Canadian National Railways have a captive mine in the United States?
Mgz. Gorpon: Yes, we have the Rail and River Coal Company mine where we
get substantial amounts of coal. It produces run of mine, slack and usable coal.
We sell the slack or swap it for other United States coal. But we do get a fair
amount of coal from the Rail and River Coal Company mine. You wanted to
know something about prices?

Mgr. Apamson: Yes. Relative prices of coal from your own captive mine in
. the United States, your own coal and Alberta coal, and the relative efficiency of

- coal from the different localities.
58808—3}
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Mg. Gorpox: The Alberta coal has a relative efficiency of eighty per cent
against United States screened coal. In Alberta we take some run of mine coal.
You wanted the prices in Alberta,—these prices vary again, but from my figures
we pay for run of mine coal in western Canada an average price of $5.62.

Tuare CaAalRMAN: Where?

Mr. Goroon: F.O.B. C. N. R. tracks, wherever it may be. Secreened coal
costs about $6.12. Our United States prices are f.o.b. the mines and have run
from $3.65 a ton to a high of $4.60, depending again on the grade, and that is
sereened coal. Western Canada coal, f.o.b. C. N. R. tracks is $6.12, I see it runs
from $5.62 to $6.12. That is screened. That is a comparison I have given you
now. The reason we are able to use Alberta coal at all is that there are subven-
tions paid by the federal government for the use of that coal.

Is that sufficient information, Mr. Adamson?

Mg, Apamson: I think the whole question of coal is so important that the
committee would like to have it broken down into the three sources of supply.
Mg. Goroon: On the matter of what?

Mg. Apamsox: Price and efficiency. We have now the economic limits of the
three areas.

Mg. Gorpox: Economic limits, you understand, are dictated by price.

‘Mr. Apamson: If we get the price and the economic limits, and the relative
efficiency, then we have all sides of the equation.

Mgz. Goroox: I would be glad to 'make a statement on that. I have the
figures here now, but if you would leave it with me I will try to have it made up.
~_Tue CaamMax: We have now reached time for adjournment. I believe it
is the custom of this committee to sit twice daily while the railway officers are
in attendance. We will meet again at four o’clock this afternoon.

The committee adjourned until 4-00 o’clock p.m.

AFTERNOON SESSION

The committee resumed at 4 p.m.

The CramrMAN: Gentlemen, we have a quorum and we will commence. I
believe we have finished with pages 4 and 5.

Mr. McLugre: I have one question on page 5—

The CaamrMAN: All right, Mr. McLure:

Mr. McLurg: —arising out of paragraph 5. “On January 1, 1950, there was
likewise added to the system the Temiscouata Railway.” Arising out of that
I have a question I would like to get a little information on. It may deal with the
policy of the Canadian National Railways. T had asked this question of the
Minister of Transport but he was not in a position to answer it, I do not think;
and I thought it would be well to put the question up to the president of the road.
My question is this: Has the Canadian National Railways made a general
proposal to all the other provinces of Canada as well as to the government of the
province of Prince Edward Island, namely, to take over all the highway, bus and
truck services, and to place them under the control of the Board of Transport
Commissioners?

Mr. Giiuis: Before Mr. Gordon answers that. When we adjourned at one
o’clock were we not discussing the coal situation, on page 4? And we had not
completed that discussion.

N
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The CrAmRMAN: I understood you were through with that.
Mr. Gruis: No.

The CuamrMAN: If we are not through with it perhaps it would be better for
Mr. McLure to withhold his question.

Mr. McLugre: All right.
The CuairMAN: And we will finish up the coal situation.

Mr. Tuomas: I was wondering if the statement which was made this
morning that there had been a surplus in Alberta was correct, and if so why that
could not have been used on some of the eastern parts of the system, and why it
was deemed advisable to bring the rail service on 13 and 14, and on 25 and 26,
between Edmonton and Calgary, back to full-strength prior to putting the rest of
the system on full passenger service; and in doing so to put oil burners on the line
instead of coal burners; and whether the oil burners could not have been used to
better advantage on the central or eastern part of the system?

Mr. Goroon: I can give you a general answer to that, it is not one on which
it is easy to give a specific answer. If we were able to use oil burners, in fact
where we are able to use oil burners we are bound to do so, and particularly
~where there is a shortage of other fuels. You see, it would not have been
practical to have brought these oil burning locomotives into the central region, or
further east, because of the fact that oil servicing equipment was not available.
However, -it was available in that particular area and that is why we put oil
burners into' service in the area to which you refer., Perhaps I could ask
Mr. Dingle to confirm that?

Mr. DineLe: That is right.

Mr. TaomAs: These oil burners would not have been available for use on any
other part of the system?

Mr. DingreE: No, you see we have to use the oil burners where we can
service them.

- The CuHARMAN: Are there any other questions?
Mr. Harrierp: I would like to ask which is the cheapest fuel, oil or coal?
Mr. Goroon: Generally speaking, oil; but there again it depends on the basis

on which you are operating. In other words, we can put oil burning locomotives on
certain lines and operate more efficiently than we can by using coal.

Mr. Harrierp: In regard to the cost of coal—the price in the United States
as compared to the price in Alberta—is the price in the United States based on
your cost at your own mines or is it based on the market price?

Mr. Gorpon: It is based on the market price.
The CuaRMAN: Are there any other questions on coal?

Mr. Gruuis: I would just like to say this as a start, that I am very much
interested in Mr. Gordon’s very fine approach to this thing. May I say also
that he appears to have gained a very thorough knowledge of the subject in the
short time which has been open to him. I am very much interested in what he has
told the committee this morning in that it shows that something is being done with
regard to developing the fuel policy of the road with the end in view to utilizing
our own coal. This is a subject which I have heard discussed a number of times
but this is the first time I have heard of a zoning arrangement which has the
possibility of increasing the use of our own coal. I would just like to go back for
a minute to the small operators in Nova Scotia. They depend largely for their
market on the Canadian National Railways, and I would like to ask Mr. Gordon
if there is any way by which more of the market can be placed in the hands of
these small operators; and I would remind him that the general feeling is that
their position is sort of that of having a gun held at their heads. T am reminded
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in that connection that they have been required to bring their prices down as
much as $2 a ton, and I would like to ask Mr. Gorden if he can give me an
answer to that.

Mr. Gomrbon:, I cannot answer that question specifically. I have no
knowledge of it. If you would like me to make enquiries about it I would
be very glad to do so. But generally speaking I understand from my records
that negotiations with respect to coal prices in the Maritime provinces are
conditioned by the larger suppliers and having received offers from the larger
suppliers negotiations are opened up with the independent mines as to how
much coal they can deliver at the price. That is the main factor in the price
situation there. They naturally want to get the best offer they can. If you
have any specific case in mind, I would be only too glad to look into it for you;
in fact, I would be interested in looking into it myself. I can tell you this,
that I have heard a great number of allegations which when run down do
not turn out to be in accordance with the facts submitted to us. There is a
great deal of discussion and talk about this sort of thing but on investigation
one finds that it is based either on lack of information or misinformation; so if
you have any particular case I would be only too happy to look into it.

Mr. Giuuis: I was basing my statement on one made by the Minister of
Mines of the province of Nova Scotia, and they admitted that it did take
place. The second thing that I was rather amazed at this morning was in the
discussion when you made the statement to the effect that you could not get
the amount of coal you required from the operators in Nova Scotia, which had
led the public to believe the mines were not producing while that is not the
case; rather the opposite is the case because within the last few months Dosco
has closed two of its mines that could have and should have been operating
for some considerable time; and at the same time you told us that there is a

shortage of coal. There seems to be the usual explanation that one always gets,
lack of funds.

Mr. Goroon: I want to put you straight with regard to the reference
which was made with regard to our reserve coal supply. I dealt this morning
with the 1950 requirement, and I pointed out that the economic area I was
referring to where eastern coal could be used had expanded considerably since
devaluation, for one thing; and further that our demand or requirement this
yvear was inflated to the extent of 430,000 tons arising out of the fact that we
depleted our stockpiles during the present shortage, moving it out of the economic
areas. That 430,000 tons depleted this year of course cannot be depended on in the
future. Nevertheless, in 1949, which is more along the lines to which you are re-
ferring, our records show the approximate consumption in the economic area then
available would have been 1,384,000 net tons, and of that total the maritime prov-
inces coal which was actually purchased in 1949 was 794,000 tons; so when we
move into the economic area you have a total of 590,000 tons that could have been
used out of the maritime provinces. Now, another reference that I think may be
useful, if T can find it, is this: that of the actual orders which were placed during
the 1949 season—orders totalling 903,535 tons, orders which we actually placed
with the mines during the period we are talking about—and that is to all the
mines, independent as well as Dominion Coal and Steel—amounted to 903,535
net tons; and actually shipped were 793,784 net tons, so there is a shortage on
order in the maritime provinces amounting to 109,751 net tons. There is a
little overage of 542 tons from one mine, but roughly speaking the shortage
against orders was 109,000 odd net tons in that year.

Mr. Gmus: Is it possible for the coal operators in the maritimes to
supply the normal requirements of the Canadian National in that area?

Mr. Gorbon: As I say, I am dealing first of all with the 1950 requirement.
If we take the 1949 figures and apply them, as they indicate the normal demand,
I think you will find that they will keep the operators fairly busy. We are to
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get this year from the maritime provinces a total of 1,210 000 tons. That is
enough to take care of the Atlantic region, so called. But as I said before this
is short by a considerable amount of what we could use in the economic area.
The 1,210,000 tons compares with the requirement figure for the 1949 period.
L Would say that our approximate requirement for 1949 would be 1,384,000
tons. The figure varies, you see. But, as I said, the 1950 requirement will be

' considerably greater than' that because of need to replace the depletion of stocks

to which I have referred.

The CuamrMAN: But the fact does remain that you did have on order
109,000 odd tons in 1949 as to which deliveries were not made?

Mr. Gorpon: That is right.

Mr. Guis: At the same time I understand that you cancelled contracts for
65,000 tons.

Mr. Goroon: Well, just one moment there; I can’t let that pass. My infor-
mation is that there have been no contracts cancelled at any time. What did take
place was that in the period the mines who had the orders to deliver coal were to
deliver on a weekly basis and we asked them to defer deh\ eries for a short period
of time. There were no orders cancelled.

Mr. Giuis: During the period around April 13, 1949, one of the mine
workers locals at Stellarton, Nova Scotia, reported they were only operating
on half time and they were negotiating at that time with the C.N. for additional
orders in order to-give them full employment, or as near to it as possible. I
wonder if Mr. Gordon could give us some explanation of the situation which
developed in April of 1949, particularly in view of the shortage in the stockpiles?

Mr. Gorpon: What took place in April, 1949 was roughly this: There was
an original offer by which the Dominion Coal Company was to supply 998,000
tons. There was disagreement about the price increase requested by the coal
company, and as a result of that disagreement the offer was held in abeyance
for several months. Apparently around April some time the disagreement was
reconciled and a new agreement made with the coal company. In the meantime
that company had disposed of a large quantity of coal to other purchasers so
that they were not able to implement the provisions with respect to the 998,000
tons. The net result was that the Dominion Coal Company was not able to
supply that amount to the C.N.R. because it had been sold to other customers and
the offer of 989,000 tons was reduced to 520,000 tons.

Mr. Giuuis: Why could not the Acadia Coal Company of Nova Scotia have
had some of that? They might have been able to supply a good deal of it.

Mr. Goroox: Well, you see, the Acadia Coal Company were not able to
make deliveries.

Mr. McCurrocu: They were only working half-time, how do you account
for that?

Mr, Gorbox: I cannot answer that.

Mr. Guus: Is the Allan shaft of the coal company a subsidiary of Dosco?

Mr. Gorbon: That must be included in the figures I am giving for this area
in making up the 998,000. That includes all the Dosco mines. So when you say
there was no agreement reached, then I point out that that applies to all the
subsidiaries of Dosco who are included in the over-all negotiations in regard
to price.

Mr. McCurrocH: Acadia would come in with that.

Mr. Gorbon: That would come in with the grand total; that is what I was
getting at.

Mr. Giuuis: That is particularly so because Dosco has suffered months of
slack time.
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Mr. Goroon: As I say, the information which I have is that the coal which
was originally intended for us was sold to other customers during the period
of price dispute.

Mr. Giuis: I have no intention of holding a post mortem here; you are not
responsible. However, there is no harm in discussing these matters so that
repetition in the future may be avoided.

Mr. Gorpon: I am quite willing to discuss this but as far as I am able to tell
from the records and from my own knowledge I have given you the situation.

Mr. GiLuis: Am I correct in saying that as far as the purchasing policy of
the C.N.R. is concerned the intention is that in so far as possible they will use
all Canadian coal in the areas which you declare to be economic areas?

Mr. Gorbon: Yes, I think that is quite right, although it is always subject
to the question of reaching agreement as to a reasonable price—all things being
considered. I do not think that it is & change in the policy and I do not want to
convey that impression. The policy has been to use Canadian coal when avail-
able and when its use can be justified economically. My report states, and I
quote: “Where doubt has existed preference has been given to Canadian coal,
which frequently has been used at times and places when other coals have been
obtained at lower costs.”

In the actual buying policy, and I think this was fully discussed in the
royal commission’s report in 1945, the C.N.R. has endeavoured to use Canadian
coal whenever it could justify it economically. When the price spread between
the United States coal and that from certain Canadian regions was too wide
then it became a bargaining battle as to the point at which the two parties
would break down and reach contracts.

Mr. Guuis: The reason I say that it is a change of policy is because there
has been an awful lot of American coal stock piled in the Atlantic regions while
those particular mines were inactive. You say that it is your intention to buy
Canadian coal when it can be supplied, within your zones, as you have said,
where the price is competitive?

Mr. Goroon: Yes, allowing for subventions and giving them every benefit
we can. However, I do not want to have anything on the record to indicate that
is a change of policy. I think, too, that it is apropos of your inquiry to state
that the record shows quite clearly that between 1925 and 1929 the C.N.R. used
58 per cent Canadian coal; from 1930 to 1934 it used 65 per cent Canadian coal;
from 1935 to 1939 it used 69 per cent Canadian coal; from 1940 to 1944 it used
44 per cent Canadian coal; and from 1945 to 1949 it used 34 per cent Canadian
coal. That is not maritime coal only, it applies to all Canadian coal. There has
becn a very drastic reduction in the amount of Canadian coal used by the system
in latter years.

My information is that the coal just has not been available to us at prices
which were reasonable, all things being considered.

Mr. Giuis: Did the C.N.R. purchase any American coal from Dosco—
Dosco has imported American coal?

Mr. Goroon: Not as far as I know; it is -all Canadian coal. We buy
American coal at competitive prices as laid down in Canada.

Mr. Harriep: From your own mines?

Mr. Gorpon: From our own mines—the price is based on the market price.

Mr. HarrieLp: Do you operate any mines in Canada?

Mr. Gorbon: We do not operate any mines in Canada. 'We only operate
one mine, the Rail and River Coal Company in the United States.

Mr. Fuuron: Do you take the total output?

. Mr. Goroon: We do, except that there is a certain amount of coal from the
mine which is slack coal and not suitable for locomotive use. We sell the slack
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coal or swap it with a nearby mine for coal which is appropriate for our
purposes. The net effect is that we use the total output.

Mr. Furron: There was a statement which appeared in Hansard, made by
one of the maritime members, to the effect that a contract for 65,000 tons of coal
was cancelled. Following your discussion I take it that is not the case?

Mr. Gorpox: I specifically inquired about that statement and my informa-
tion is that there was no contract as such cancelled. There was a period when
deliveries were delayed at the request of the C.N.R.

Mr. Fuuton: Why was that? Was the stockpile high?

Mr. Goroox: That was because the stockpile position was regarded then to
be adequate and we did not take deliveries beyond the stockpile position that
had been determined at that time.

Mr. Furron: May I ask who makes the decision with regard to stockpiling?
Is that a director’s decision or is that a management decision?

Mr. Gorpon: Well, it works in this way. Each year the purchasing depart-
ment, in conjunction with the operating department, arrives at an estimate as
to what the needs for coal are.

. Mr. Fuuton: The operating department?

Mr. Gorbox: The operating department, in conjunction with the purchasing
department, then brings forward a recommendation. That recommendation is
put forward by the president to the board of directors and the objective is set
in regard to the stockpile for the end of the next year. That is to say that in
February I would take the 1950 program to the board of directors. We always
aim at an objective for the end of the year but we leave the purchasing depart-
ment free to buy coal throughout the year, having in mind a stockpile at the
end of the year to see us through the critical months of January, February, and
March. The buying of coal to implement that program might run all the way
from six to seven and a half million tons a year. The rate of progress in respect
of buying that coal is a matter of managerial judgment.

Mr. HeLmE: In regard to Alberta there was mentioned a figure of $6.12 as
f,}%ainsg $4.00 for similar United States coal. I wonder what the reason for

at 1s?

Mr. Gorpon: I left it that T would get further information about the relative
efficiency and the difference between the two figures. The figures are not really
comparable because the price I gave for the United States was f.o.b. the mine
and the price I gave for western coal was f.o.b. the C.N.R. track. I would ask
you to delay that matter and I will be able to give you some more specific
information on the matter of the comparison. It is quite a complicated thing.
Testing of coal goes on all the time. We might get a contract for coal at $4.60
a ton and then in the course of testing deliveries of that coal we might demon-
strate its efficiency or burning capacity is not as high as that called for in the
contract. We would then discount the price in following payments. That is
something which varies all the time but I will try and get a statement by
tomorrow which will put the two things on a comparable basis. At the present
time the figures which I gave you are not to be regarded as comparable.

Mr. HarrieLp: What diesel oil is used as compared with coal?

Mr. Gorpon: In 1949 we used a total of 6,153,000 tons of coal having a cash
value of $51,102,000. We used in fuel oil 45,954,000 gallons with a cash value
of $2,467,000. With respect to diesel oil we used 12,520,000 gallons having a
cash value of $1,502,000. In other words the total oil bill was $3,900,000 as
against a total coal bill of $51,102,000.

Mr. Harrierp: Is it your intention to keep on changing from coal to 0il?

Mr. Goroon: That raises a major question of policy, as T mentioned this
morning. That will depend upon what our studies reveal with respect to the



42 SESSIONAL COMMITTEE

modernization program and the improvement of efficiency of the system.
Generally speaking there will be a trend that way but it will not be a complete
switch-over.

Mr. Harrep: Unemployment would not be taken into consideration?

Mr. Gorpox: I have already stated in regard to that question that the
C.N.R. has very much in mind the fact that it has a big stake in the coal business.
Ours is a railway that carries a lot of traffic through coal and we are not prepared
to, shall I say “go overboard” in the matter of dieselization.

The CuamrmaN: Mr. Gordon, you say that the coal offered during the
current year by the maritimes is some one million tons short of what you actually
could take. I would therefore like to ask a question. What is done in regard to
these small operators? After you have negotiated a fair price with the large
operators, is that price then announced to the trade and are the smaller operators
given an opportunity of supplying coal at that negotiated price.

Some Hon. MEmBER: No.

Mr. Gorpon: I do not know who said “no”, but I am going to say “yes”.
My understanding is this. There is a lot of coal.in the maritimes, and partic-
ularly from the independent operators, which is not suitable for locomotive use.
We are constantly negotiating with them to get the maximum amount they can
give us. Any price at which we get coal is always the result of a bargaining
situation because the quality varies.

Mr. McCurrocu: The purchaser of coal will name a price—take it or leave
it—and the operators have got to take it. No independent mine in the maritimes
can live without an order from the C.N.R.

Mr. Giruis: That is correct.

Mr. Gorpon: If that is so then I confess my misunderstanding to this extent.
I do not understand why in the year 1949 each one of those mines you refer
to short delivered us on coal ordered.

Mr. McCurrocH: I know that but during the war you bought coal from
independent operators; you ran trains well during the war and did great service.

Mr. GorboN: There was a serious deficiency in our supply of maritime
coal. During the war we had to rail United States coal into that area and
used it to a great extent. ?

Mr. McCurrocH: The Acadia Coal Company and the Drummond Valley
Company coal is not as good as some of the Cape Breton coal, but those com-
panies employ a lot of men there and we would like to see them working at
least five days a week during the dull season.

Mr. Gorpon: As a general statement I can certainly say that it is our
desire and it will be the objective of the C.N.R. to take all the Canadian coal
that we can get on an economic basis, provided that it will operate trains. There
is just no use in taking coal that will leave you stranded between one point and
another. You only have to send in another train to pull out the one that started
on the way with the poor coal. That sort of thing does not get you anywhere.

Mr. Murca: On that point is it possible to expect that a small independent
operator can meet the price at which it is possible for a big company to lay
coal down? I am thinking of large contracts of say 1,300,000 tons. There
must be some element of saving through mass production or bulk even on a com-
modity such as coal. Would it not amount to the fact that an independent,
no matter whether he deals in coal or in anything else, if he must meet the
price of the large producer, is in fact shut out?

Mr. Gorbox: Mr. Mutch you are raising a general economic point on which
I can speak with some authority. If what you said were true there would be no
independent mines survive. The fact that they are in existence proves that
what you have said is not true.
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Mr. Murca: I hope it is not true. I was hopmg that you would bring out
the fact that my statement was not true.

Mr. McCurrocH: There are some districts where the company will not
take run of mine coal—the operators must eliminate the slack, and as they
cannot get clear of the slack they cannot run the mine.

Mr. Goroon: That certainly is part of the trouble. Some of these mines
can only sell run of mine coal and that fact shuts them out of our market
because we cannot use run of mine coal.

Mr. McCurrocuH: What did you use in the war years?

Mr. Gorpon: I doubt whether we used the kind of coal you mean. After
all what we are talking about is a physical impossibility. If the coal cannot
be burned we cannot run trains with it. Also we can get a situation where the
coal is of such a quality that it affects our cost of operation—it is an economic
factor as well. What is your experience in respect of using run of mine coal,
Mr. Dingle? _

Mr. DincLe: What Mr. Gordon has said is true. The lighter grades, of
course, just go up the stack and you do not get burning efficiency. I think‘there
mightt be some confusion between locomotive coal and our boiler-plant coal
where we use slack.

Mr. McCuLrocH: Pretty nearly every mine in Pictou county has a surplus
of slack coal which it cannot get clear of.

Mr. Goroon: I think that is perfectly true and we cannot help very much
in that problem.

Mr. McCurrocu: Not so long as you demand sereen coal.

Mr. Gorpon: But we cannot burn run of the mine or slack coal in our
engines.

Mr. McCurrocH: 1 know that.

Mr. Harriewn: I think you said it cost you $51 millions for coal. How
much of that money was expended for coal bought in the United States?

Mr. Goroon: I understand your question is: how much of the coal con-
sumption to which I previously referred came from Canada? The figures I
shall now give you are mnot exactly comparable with the figures I gave you
before; but these figures contain the coal consumption of all kinds on. the
railways in 1949. We used steam coal to the total of 6,547,147 tons; and of that,
Canada provided 6,001,856 tons.

The CuatrMAN: And what was the dollar value, Mr. Gordon?

Mr. Gorbon: Will you wait a minute.. I am wrong. That is the consump-
tion. I am sorry. I have got tangled up here, Mr. Chairman. Could we just
strike that out and start all over again.

We received steam coal last year totalling 5,260,151 tons. And of that,
2,237,829 tons was provided by Canada.

I cannot break down the consumption figures because they get mixed up
with stockpiles, and we cannot separate them, but as to receipts by us, that is
what we did in 1949.

I have the figures for previous years, if anyone is interested.

The CuAmRMAN: A question was asked as to the dollar value of coal purchased
in the United States. Have you got that figure?

Mr. HeLme: Oh, it is not necessary.

The CrAalrRMAN: Then we shall carry on. i

Mr. Furron: How much does the company-owned mine in the United States
produce? Can you give me that, Mr. Gordon?

Mr. Gorpon: In 1949 the production was 916,317 tons. That, of course, was
very much reduced by reason of the strikes in the United States.
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Mr. Fuurox: Then that mine produced about one-third of the coal which you
got from the United States?

Mr. Gorpon: Yes, I have not checked your mathematics, but on that basis,

you would be approx1mately right, yes.

Mr. Furron: Do you pay the coal company for that? Do you keep the
account, separate?

Mr. Goroon: It is a separate company and the books are kept separately
We pay for the coal just as we pay for coal from any other company.

Mr. Harriep: What about the United States lines? Is it paid for from the
revenue from the United States lines or from that of the Canadian lines?

Mr. Goroon: It would be hard to state that, but it would be paid for in
United States dollars. It is a separate corporation, a United States corporation.

The CuamrMAN: Are there any further questions on coal?

Mr. Tromas: Might I ask Mr. Gordon if we are getting a lot of slack coal
from the American mines as briquettes?

Mr. Gorpon: No, not in the United States. We found, upon test, that it is
not economical to briquette. We get quite a large amount of Alberta coal which
we are finding very satisfactory for briquetting.

Mr. TroMmas: It is not considered advisable to briquette the slack coal in the
United States?

Mr. Gorbon: No, it is not economical, in the sense that we buy other coal
at a better price. In Alberta the average price runs about $7.73 per ton for
Alberta briquette as against $6.12 for screen coal.

Mr. Fovuron: Is that American mine included in the accounts of the com-
pany? Is the revenue of that American mine taken in?

Mr. Gorbon: Yes. It is part of the system accounts. It is a subsidiary
company of the system and it is included in the overall balance sheet.

Mr. Carter: Is it true that several hundred coal cars were sent down to the
maritimes and sent back empty?

Mr. Gorpon: Sent back empty!

Mr. CartER: Yes.

Mr. Gorpon: I would be surprised if that was so. No, it is not so. You may
be thinking of a hold-up when there was a difficulty in the Strait of Canso, and
there were some empty cars which were held at that time. But they did not
come back empty. They were held until the ice problem was cleared up and
they came back full.

Mr. Giuuis: The Minister of Transport has cleared up the difficulty. He is
building a bridge there now.

Hon. Mr. Cuevrier: We hope to have it built soon.

The CuARMAN: Are there any more questions about coal?

Mr. Giuuts: What are the comparable prices between American and maritime
provinces coal?

Mr. Goroon: Well, again, these prices vary. The prices for screen coal
varied in 1949 between $7.75 per ton, screened, to $8.60 a ton, secreened. And in
the United States the figures which I have vary from $3.65 per ton to $4.70. But
let me emphasize this: the prices I give for the United States are f.o.b. the mines,
while the prices in eastern Canada are f.o.b. the Canadian National track. There
is a differential there which I am trying to clear up, in order to get it on a com-
parable basis, and T hope to have it on a comparable basis for you tomorrow.

The CHAIR\IA\ Subject to the tabling by Mr. Gordon of this memorandum
that he is going to supply to you, Mr. Gillis, is it understood now that we are
through with the coal question? Now, Mr. T\/IcLure “Temiscouata Railway”.
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Mr. McLure: My question arises out of the matter of the Temiscouata rail-
way, inasmuch as Prince Edward Island is situated so as to be a distinct unit.

I have a question which I asked the Minister of Transport and it is this: has
the Canadian National Railways made a general proposal to all the other prov-
inces similar to that which has been made to the government of the province of
Prince Edward Island, namely, to take over all the highway buses and truck
services, and to place them under the control of the Board of Transport Com-
missioners?

Mr. Gorpox: Certainly the answer is no! But I am wondering whether your
premise is right with regard to the offer to Prince Edward Island.

Mr. McLure: You say the answer is no, that they made no proposition to
anybody? ,

Mr. Goroon: To the other provinces, and the answer is no. But I query your
premise that we made a specific offer to Prince Edward Island.

Mr. McLugre: The Canadian National Railways made a proposition to the
government of Prince Edward Island. Are you aware of that?

Mr, Dingre: That is right, sir. :
Mr. Gorpon: I am wondering about it. Would you mind repeating it again?

Mr. McLure: I say that the Canadian National Railways presented
a brief on the 15th of February to the government of Prince Edward Island—

Mr. GorboN: Yes.

!

| Mr. McLure: —as to how they would operate it and why it was necessary for
} them to operate it. It is rather too long for me to put on the record.
|

Mr. Gorpon: I know what you mean.

Mr. McLure: The government of Prince Edward Island did not know
whether it could accept it or otherwise, and they replied accordingly. But the
i negotiations have been going on since the 1st of January 1950. May I ask if
i that is your policy with regard to Prince Edward Island?
] Mr. Gorpon: Well, it is a specific proposal to Prince Edward Island which
is still under negotiation. It is not a proposal, however, that has been advanced
to the other provinces.

Mr. McLure: It is not a proposal which has been advanced to what?

Mr. Gorbox: I say it is not a proposal which has been made to the other
provinces. Oh yes, it has only been made to Prince Edward Island and covering
special conditions on Prince Edward Island. We have made this proposal which
we think will give them better service, by and large, with respect to transportation
available. That is the general gist of it.

Mr. DingrLe: That is right.

Mr. McLure: I do not see why they would ever accept it.

Mr. GorooxN: You do not? I did not think it was that good.

~ The Cuamman: Will you now turn to page 7 and we will take up the
different operations one heading at a time.

“Review of Operation.” Are there any questions in regard to “Review of
Operation”? We have already had the question with regard to deficits. Are
there any other questions arising out of that paragraph?

Mr. ForuwerL: I wonder if it would be in order to inquire about the pool
service arrangement between the Canadian National and the Canadian Pacific
at this time? Is this the proper heading?

The Cramrman: I think it might come as well now as at any time. This is
certainly a general heading.
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Mr. ForLweLL: We have a statement from the president as to what the pool
- arrangements are, in the brief.

Mr. Goroon: The pool arrangements, you mean?
Mr. ForLweLL: Between: the Canadian National and the Canadian Pacific.

Mr. Goroon: I could not give them to you off hand. I do not know
whether Mr. Dingle can remember all the details, but we could easily have it
prepared for you.

Mr. FoLuwern: Might I ask this: I understand that the Canadian National
Railways could operate between Toronto and Vancouver twelve hours faster than
they do, but there is an arrangement with the Canadian Pacific Railway whereby
they will not do so. Is that correct?

Mr. GorpoN: Mr. Dingle will answer your question.

Mr. DincLe: We have no written agreement in the matter but we do check
with each other as to schedules. Many years ago we had some difficulties with
the Canadian Pacific as to schedules between Toronto and Winnipeg ‘as to matter
of speed but this was reconciled in view of the fact that it was not in the interests
of passenger comfort.. We could, if it was found necessary or desirable, cut our
schedules between Toronto and Vancouver by possibly 12 hours with the provision
of diesel power, ete.

Mr. ForLweLn: But you could not do it under existing conditions?
Mr. DineLe: Not with the present arrangement of service.

Mr. ForuwerL: Then the information concerning that which I have is
entirely unfounded and untrue.

Hon. Mr. Curvrigr: That might seem to be somewhat leading.

Mr. Foruwenn: May I ask one other question, it is about train No. 15,
which operates from Montreal leaving Windsor station? That is a Canadian
Pacific station, and tickets sold there are, of course, pool tickets on train No. 15,
I believe, between Montreal and Toronto. All tickets sold beyond Toronto
going west would be, no doubt, Canadian Pacific tickets or at least the Canadian
Pacific would get the revenue west of Toronto. Is there any particular reason
why that train could not operate from the Canadian National central station, or
is there an agreement that the train should operate from Windsor station. This
question is leading up to the point that the Canadian National could bolster their
revenue if the train operated from the Central Station which is the Canadian
National station in Montreal.

Mr. DingLE: On that, sir, the tickets and the revenue are pooled between
Montreal and Toronto, and it does not matter whether the passenger travels
out of Montreal on the Canadian Pacific or the Canadian National. The
particular train that you speak of though it runs out of the Canadian Pacific
Windsor station and comes to our line at Dorval and continues to Toronto on it.
Now, the revenue beyond Toronto is credited to the particular railway that the
passenger travels on.

Mr. ForuweLL: The point I was trying to make was, would it be more
advantageous for the Canadian National Railways to operate that train from
Central Station having in mind that, no doubt, more passengers would pur-
chase Canadian National transportation beyond Toronto.

Mr. DiverLe: That is questionable. TIs it the Michigan Central tie-in with
the Canadian Pacific that you are getting at?

Mr. FoLLweLL: No. If some one was leaving Montreal to go to Vancouver
and went on No. 15 to Toronto, the chances are that beyond Toronto they would
travel on the Canadian Pacific.
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Mr. Divere: No, they can travel on whichever road they choose. You can
buy your ticket for No. 15 at the Central Station and route yourself on our
line to the west through Winnipeg, Saskatoon, Edmonton to Vancouver.

Mr. GorpoN: Your point is that the ticket being bought in the Canadian
Pacific station in Montreal tends to mean that the passenger doing so would buy
a C.P.R. ticket through to Vancouver.

Mr. ForLwerL: Correct. ;

Mr. Gorpon: That is one of the many questions I want to get answered
myself, too. I understand that the station from which the train originates and
the equipment on that train and how it operates is all part of the pooling
arrangement that was entered into at the time these pool trains were set up.
Now, whether it is time to have all those arrangements reviewed is something I
am going to look into.

Mr. FouuwerLL: My humble opinion is that it is time for review.

Mr. Gorbon: I agree with you completely. After I have solved my 5,639th
problem, I will tackle that one.

Mr. ForLweLL: That is on the record.

Mr. Goroon: That is on the record, but remember that there are only
three hundred and sixty-five days in a year.

Mr. Apamson: Can you not buy a Canadian National ticket for west
of Toronto at the C.P.R. Windsor station?

Mr. Goroon: Oh, yes, but the point to me is that a passenger being
physically present in the C.P.R. station, the tendency is for that individual to
buy a Canadian Pacific ticket all the way. There have been negotiations in the
past in connection with trying to extend that-pool train west of Toronto, but the
two railways have never been able to agree on that particular point. I know this
has been a factor up for discussion over the years.

Mr. Apamson: Are both the Canadian Pacific and Canadian National
not in competition from Toronto for American traffic? Both of you run a crack
train from Montreal to Chicago.

Mr. Goroon: Oh, yes.

~ Mr. Apamson: It is a pool train to Toronto, and from Toronto on it is run
in two sections?

Mr. GorooN: I have no hesitation in saying that 1 regard the situation in

- respect of the lack of pooling arrangements beyond Toronto as being disadvan-

tageous to the Canadian National.
Mr. Apamson: You would like the pooling arrangements to continue?

Mr. Gorpon: If the pooling arrangement is to continue it seems to me that
the pool should go beyond Toronto in order that Canada get the advantage of
.continuing the traffic over a Canadian-owned American line. As 1t stands now,
when it goes beyond Toronto, there is a tendency for the traffic to be diverted
to American lines, and that is disadvantageous to Canada.

Mr. Apamson: I am glad you think that.

Mr. Gorbox: But again I have to qualify these statements by saying that
I am speaking without having made an extensive study of the matter. In many
cases when one makes a study circumstances appear that are not on the surface.
~ Mr. Murca: When you come to discuss the possibilities of shortening the
time between Montreal and Vancouver, do not forget that people have to get
up at five o’clock in the morning to get off the train.

. Mr. Goroox: It is perfectly true that these train schedules are very tech-
nical and complicated and often what seems to be the obvious and reasonable
thing to do turns out so that it just won’t fit in.
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The CuAIRMAN: Are there any other questions under the general heading
of review of operations? : .

Mr. Furron: This is a general question that involves the handling of train
crews, although it is confined to the area which I come from. I had a letter within
the last few days in connection with this matter and I would like to ask Mr.
Gordon about it. This letter indicates that train crews on passenger trains No. 1,
2, 3, and 4 are now being required to work three sub-divisions whereas before
they worked two sub-divisions; that when the trains were amalgamated, that is,
between Edmonton and Vancouver at the time of the bad weather, the change
was made and the crews instead of working over two sub-divisions worked over
three sub-divisions. Now, they have again gone back to the separate trains but
they are still working the three sub-divisions which brings about the elimination

of two complete train crews between Blue River and Vancouver. In other words, .

there are now only six, whereas before there were eight. All of which gives rise
to a good deal of concern. Is it, perhaps, an economy measure? I have been asked
to try and see if I can have the first arrangement restored, but apart from that
I would also like to have an explanation if you can give any as to why the crews
are now required to operate over three sub-divisions instead of two.

Mr. DincLe: I am sorry, I have not heard of that.
The Cuamrman: Would you make enquiries?
Mr. DincLE: Yes. 3

Mr. Gorbon: As a matter of general policy it is not a decision that has
been taken with any such thought in mind as you suggest, Mr. Fulton. The
intention was that these trains would go back into operation under the same
conditions and schedules as before. Some matters, of course, may not have been
straichtened out yet.

Mr. Fuuron: I would just like to say that when you are looking into it,
I have another letter here which is a copy of a letter which was actually written
to the Board of Transport Commissioners. In this letter they say that it makes
the hours too long for safety of operation, and they are very anxious to have
the whole matter looked into, and the two sub-division territory prineiple restored.

: Mr. DixcLe: I will be glad to check on that this evening for you and bring
in an answer tomorrow.

~ Mr. Gruus: Might I just say while we are on that subject of service expan-
sion and so forth, I know that representation has been made to the railways and
to the Minister of Transport by the Newfoundland government on the matter
(Q)f ;dequate port facilities at the end of the line through Louisburg and North
Sydney.

_The Cuamrman: We are coming to that in the very next section. Shall
review of operation carry?

Carried.

Mr. Murcua: Where are we now, Mr. Chairman?

The CrarMAN: We are at operating revenues, and Newfoundland is
espécially referred under that heading.

Mr. Giuuis: Due to Newfoundland’s entry into confederation its freight
movement has inereased through that port of North Sydney, and they now find
that that port is not able to cope with the problem. They have suggested to the
government that the port of Louisburg should be used, it is closer and all that
kind of stuff. I understand that there is also representation being made to the
government to have the port of Halifax used exclusively. A lot of freight traffic
moves on the Canadian National to Newfoundland, and it is suggested that that
be moved by water. If that is done it means that it is going to injure the business
of the Canadian National Railways on that end. I am wondering if that matter
has been brought to the attention of the railway.
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Hon. Mr. Cugvrier: There is in the estimates a substantial sum of money,
somewhere in the neighbourhood of $2 million for the construction of facilities
at North Sydney. There is also consideration to construct similar facilities at
Port aux Basques. I think first of all we should complete those two facilities
on both sides before going into the question of looking at Louisburg. I do not
know what representations have been made, perhaps the officers of the Canadian
National Railways are able to say what representations have been made for
Louisburg as an alternative port to North Sydney, but even if they were made,
I do not think that they could be acquiesced to at this point until we at least
complete the facilities at North Sydney and Port aux Basques.

Mr. Gruuis: I know the matter was discussed at the last session in the house.
There was an amendment brought in suggesting that the Maritime Freight Rates
Act should be applied to all water shipments from Halifax to Newfoundland
and if that kind of thing was done, in my opinion, you could take the rails up
east of Truro. All T want is the assurance that it is the intention to continue as
you are now. Of course, it will be some time before you get your facilities at
North Sydney and Port aux Basques ready, but in the meantime, if you are not
able to handle the traffic before you get your North Sydney project completed,
any additional movement of freight in that direction could be moved through the
port of Louisburg.

Hon. Mr. Cuevrier: While on that subject I can say it is not the intention
as far as I know to amend the Maritime Freight Rates Act at this session.
Furthermore, the tender for the work at North Sydney has been granted to
T. C. Gorman Limited, of Nova Scotia, for the construction of part of this work,
which would indicate the intention to carry out the terms of union.

Mr. Giuuis: I understand then there is no intention of interfering in any way
with the present arrangements for the movement of freight to Newfoundland
from what is concerned there?

Hon. Mr. Cuevrier: I don’t know just what you have in mind but I would
not like to answer that affirmatively without knowing, other than to say that we
certainly intend to carry out the terms of union by the construction of these
facilities and we are making provision in the estimates for the construction of
other facilities at Port aux Basques, which inferentially rules out the other; but
there might be some point in the period that you have with which I am not
fully conversant, but beyond that I would not like to go.

Mr. DingLE: May I say this: We do not serve Louisburg by rail.

Mr. Gruris: That is true. What I had in mind is the heavy increase in

freight through North Sydney at the present time; it is now greater than the
facilities can handle.

Mr. Goroon: Let me put it this way. According to my information there is
no suitable wharf at Louisburg. The one there is only 30 feet wide and could
not handle traffic in bulk. If the facilities at Louisburg were to be improved
it would involve a very large program of extension and development and our
officials are not prepared to recommend any extension of facilities at Louisburg
when the North Sydney proposal is already underway.

Mr. Cavers: Is it not a fact that the port of North Sydney is closed during
certain months of the year?

Mr. Gruuis: 1 was not talking about Sydney, I was talking about Louisburg.

Mr. Cavers: My question is: is not the port of North Sydney closed part
of the year, and while it is closed you have to use the harbour at Louisburg?

Mr. Gruuis: That is correct.

Mr. Cavers: And for what period of time this year was the harbour at North
Sydney closed?

Mr. Giuss: I imagine about two and a half months.

58808—4
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. Mr. Cavers: And it varies from year to year?
Mr. Giruis: Yes, some years it might be a month and other years it might
be three.
The CHAIRMAN: Are there any further questions on operating revenues or
operating expenses? If not, I declare them carried.
Mr. Apamson: I would like to ask something down here.

Mr. FoLuweLL: Under operating expenses, I would like to ask the president"s
intention in regard to the Ontario car ferry at Cobourg.

Mr. Coorer: In respect to the Ontario Car Ferry Company, might I say
this, that an application is now pending before the Interstate Commerce Com-
mission for permission to abandon the operation.

Mr. FoLLweLL: Sorry, I can’t hear you.

Mr. Cooper: I say application has been made to the Interstate Commerce
Commission for permission to abandon the operation. We are now waiting their
decision. The present intention is that this service will be closed down on May
Ist next, and if the Commission gives permission that is what will be done. That
is the plebent intention.

Mr. ForLwerLn: Mr. Chairman, last fall a delegation went to: see -Mr.
Vaughan and Mr. Cooper regarding the continuance of the operation of this
ferry, and it was suggested to Mr. Vaughan and Mr. Fairweather that they might
investigate an extension of the service by running from Rochester to Cobourg
and running a traih over to Oswego, and from Oswego to Kingston in con-
juction with the New York, Ontario and Western, which runs from Waukegan,
New Jersey, to Oswego. There was a further suggestion that it would be well to
investigate the possibilities of acquiring on behalf of the Canadian National
Railways the New York, Ontario and Western Railway and operating between
Oswego to Kingston or Oswego to Kingston to Cobourg and Rochester, which
would give the Canadian National Railways possibly a more direct route for
operating into New York City. I was just wondering if anything was done to
meet that situation. ‘

Mr. Gorpon: I was just going to say, Mr. Chairman, that in respect of this
operation there had been a study made by the two railways involved. It is not
merely the Canadian National, the B. & O. are also involved in this.

Mr. FoLLweLL: I understand so.

Mr. GorpoN: The joint committee made a study and brought in a recom-
mendation in effect that it should be abandoned, and in that recommendation—
which I haven’t got before me but my memory is quite clear on it—the altern-
ative service was considered to be sufficient under the present circumstances to
meet the situation. The alternative service was examined at the time and it was
considered that this ferry service could be abandoned without any disadvantage
to the area concerned.

Hon. Mr. CuevriER: Then, again, the fact that the American company was
authorized to place this matter before the Interstate Commerce Commission, that
they made an application to abandon the service, puts the Canadian National
out of business, does it not?

Mr. Goroon: Yes, and as I said this joint committee has made a study of
the situation and recommended the discontinuance of this service, particularly
in view of the fact that the alternative service will ensure that the needs of the
travelling public there will be looked after.

Mr. ForLweLL: Yes, that is so, but what I am suggesting to the Canadian
National Railways is that it mlght investigate the possibilities of working out
a deal with the New York, Ontario and Western Railway from Oswego.
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- Mr. Gornon: You suggest that on account of the possibility that the present

alternative service might prove to be inadequate; is that what you had in mind?
Mr. FouLweLL: Yes, not adequate; or, probably would be more advantageous

to the development of the Canadian National service down to New York City.

Mr. Gorbon: Well, I can only give you a general answer to that. Repre-
sentatives of the Canadian National Railways sat on that committee. I cannot
give you the alternative arrangements in detail, but I do know that it was con-
sidered quite advantageous, that they would be quite secure when this Ontario
car ferry was abandoned.

Mr. ForuweLL: I want to make this clear, as things stand at present
time that service will be discontinued as of the first of May?

Mr. Gorbon: As soon as the I.C.C. have finally disposed of it and handed
down their decision.

Mr. Carter: Mr. Chairman, I take it we are still on operations?

The CHAlRMAN: We are on operating revenues and operating expenses.

Mr. Carter: I should like to revert to a question raised by Mr. Gillis there
under operations.

The CHAIRMAN: Yes, all right, go ahead.

‘Mr. Carrer: I should like to ask, Mr. Chairman, whether the management
of the C.N.R. is aware of the great discomfort and inconvenience caused to
passengers by the lack of facilities at Louisburg which has to be used every year
over a period of time ranging from one month up to two and one-half months?

Mr. Gorpon: I suppose the answer is, yes; but I do not know that we are
responsible for the conditions.

Mr. Carter: I should like to ask this management if it plans to do anything
to alleviate this discomfort and inconvenience?

Mr. Gorpon: We have no plans in mind for Louisburg, as far as I know.

Mr. Carter: Is that the final answer?

Mr. Gorpon: In my report here, I looked into the matter a month ago and
I find that our research and development people do not think that they can see
any development that would change present conditions at Louisburg, and I think
that if better facilities were provided at Louisburg it would not be because of
anything we have in mind now.

The CuamrMAN: I think what Mr. Carter had in mind, Mr. Gordon, was
that during the temporary period ranging from one to three months when the
other port is closed owing to weather conditions you must use Louisburg.

Mr. Gorpox: That is right. Our position is that apart from the odd occasion
when the port of North Sydney is clogged with ice it is not our intention to use
Louisburg as a port. :

Mr. Carter: You are compelled to use that port every year, and for several
years past you have had to use it for some period of time. ‘

Mr. Gorpon: But the periods are spotty, depending more or less on weather
and ice conditions.

Mr. Carrer: I might say that last Friday the ship had to be diverted to
Louisburg and this is what happened: We found when we arrived at Louisburg
that nobody knew we were coming, we were not expected; we got there about
9 o’clock in the evening—no, we got there at 8 o’clock in the evening and the
train was leaving Sydney at 9. There had to be a mad scramble then for taxis
to get us over to Louisburg station and we got into all sorts of difficulties. We
finally got there on the line, and then we had this old ramshackle train that
rolls back and forth—some of the passengers could not afford to get a taxi and
they had to walk down and the train was delayed till about 12 o’clock that
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night for whatever train running on that track came along to make the connec-
tion. Now, a week ago, my wife returned from Halifax. She was advised at
the Halifax station to leave on Saturday night to connect with the boat on
Sunday morning. When she got to Louisburg the boat was not leaving until
Monday and there were a number of passengers on the train who had to spend
an extra day there, with the increased cost to themselves. Since these conditions
exist, with difficulties occurring and recurring again and again, I think there
should be at least a small station erected and arrangements made with some
transportation company to take passengers up to Sydney.

Mr. Gorpon: I can only repeat, Mr. Chairman, that the policy of the C.N.R.

has been that there is no intention on the part of the C.N.R. to use Louisburg -

any more than is absolutely necessary during the winter. I take it your sugges-
tion is that we should look into the matter again. In the light of what you have
said I undertake to do that but I will' make no commitment as to whether we
shall change our minds.

Mr. Carter: I would like to see some consideration given to the suggestion.

Mr. Gorpon: I will take what you have said into consideration and I will
undertake to have the matter reviewed but I shall answer your question honestly
—we have no intention of using Louisburg. We will review the situation and
either decide that we were right in the first place or we shall change the policy.

Mr. Harrenp: Has there been any consideration given to operating a car
ferry between Newfoundland and North Sydney?

Hon. Mr. Crrvrier: I think I made some statement on that during the dis-
cussion of the estimates last year. My recollection is, but I speak now only
from memory, that when the road is built by the government of Newfoundland
between Cornerbrook and Port aux Basques, we then are obligated under the
terms of union to build a motor car ferry. We have been advised that it is the
intention of the Newfoundland government to build that highway and we are
giving some consideration now to plans and specifications for the construction
of such a vessel.

Mr. Carter: I have now a question on operating revenue and expenée. I
notice that the operating revenue amounts to $7,716,000 and that expenses were
$10,340,000 over the nine month period. Could the president or the minister
give us comparative figures for the previous year when these services were being
operated by the Newfoundland government?

Mr. Goroon: We have no figures for the operation of the Newfoundland
railway as such. We can only give you figures from the date we began operating
ourselves.

Mr. Carter: I speak of figures over the previous year?

Mr. Gorbon: These figures here are for the period from April 1—the nine
months from the time the C.N.R. started to operate the Newfoundland railway
and steamship service. We have not available to us any figures which might
have been recorded before confederation in respect of the Newfoundland railway
which was operated by the government of Newfoundland.

Mr. Carter: I take it that you have not yet made any comparison with the
previous operating expenses?

Mr. Goroon: We have not got the figures.
Mr. CarteR: But you could get them if you wanted them?

Mr Gorpbon: I do not know whether they are available. Perhaps Mr.
Cooper could tell us something about that.

Mr. Cooper: I have not seen any of those figures. Of course we did increase
wages and we reduced passenger fares. We increased wages by $1,500,000 a
year, and we reduced passenger fares by $800,000 a year.

T T
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Mr. FuLrox: Surely the figures must be available somewhere?

Mr. Coorer: I have no doubt that by going to the Newfoundland Govern-
ment we could get them, but we do not need them and we have not asked for
them.

Mr. Carter: Could you break down those figures for expense and revenue
between the steamship service and the railways?

Mr. Coorer: We could get that if you are speaking of the nine months of
1949.

Mr. CarTER: Yes.

Mr. Coorer: We could get that.

Mr. Carter: For the steamship service?

Mr. CooPEr: Yes.

The CuamrMmAN: Have you any further questions, Mr. Carter?

Mr. CartEr: I would like to ask if the earnings of the C.N.R. Express Com-
pany for Newfoundland could be given?

Mr. Gorbon: The Canadian National Express in Newfoundland?

Mr. CArTER: Yes.

Mr. Coorer: No, we have not that separation here in Ottawa.

Mr. Carter: Could the figures be made available?

Mr. Cooper: I imagine =o, but I had better check before I give you a definite
answer.

, Mr. Carrer: I have just one more question. Could I have a statement on
the comparison of the cost of operation of the Newfoundland service as compared
with that in the maritime provinces?

Mr. Gorpon: I am quite sure that is impossible.

Mr. Coorer: I am not just sure what is desired. We know what it costs
to operate in Newfoundland. What was the other comparison?

Mr. CarteEr: How do the figures compare with those for the maritimes?

Mr. Gorbox: It seems to me that is the same question which was asked this
morning—whether we could break down earnings in respect of various regions.
It is not possible. However, we could probably arrive at Newfoundland as a
unit. I do not think we could get a comparable figure in the maritime region
because there it is an inter-related operation. It so happens that Newfoundland
is an island and we could tidy that problem up but even then you would have
qualifications with respect to origination of traffic and I do not think that a
comparison is possible. -

Mr. Furron: I would like to be clear in regard to the answers given to the
requests for figures. Do I understand that the Canadian National Railways
took over and commenced operation of the Newfoundland railway without
studying the figures, and without having available to it the figures for previous
years operating revenue and expense?

Mr. Goroon: The answer to that is yes. The Newfoundland railway was
entrusted to the Canadian National Railways by the government, and, as I
understand it, it was one of the terms of confederation.

- Mr. Apamson: Was not somebody curious enough to find out what the
liability or the asset was likely to be?

Hon. Mr. Cuevrier: Yes, there was a complete statement made and a
survey made by the officials of the Canadian National Railways prior to con-
federation. First there was the submission made by the Newfoundland delegates
as to the assets. That was checked by the C.N.R., as to value and condition in
which the railway was, but the question which is being asked now is an entirely
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different one. The question is what was the operating revenue and expense. I
do not know whether that was gone into. I imagine that the Canadian govern-
ment was primarily interested in finding out whether it was getting value for
its money. The government was interested in knowing what the figures were
on assets. I think the survey indicated that the physical assets on the whole
were in fair shape although operating results were not good.

Mr. Furron: My recollection is that the government of Canada paid New-
foundland in cash for the assets taken over—certain physical assets. Surely
one of the considerations in fixing the value of an operation such as a railway
is whether it is operating at a profit or at a loss. Was not that investigated?

Mr. Goroon: Your question was whether it applied to the Canadian
National Railways. My answer is that the matter did not apply to the Canadian
National Railways. The deal you refer to seems to me to be related to the
whole question of Newfoundland coming into confederation. It was one of the
factors but the Canadian National Railways took no part in the deal.

Mr. Furron: When you commenced the operation—when you took over
the railway to operate it as you were required,- why would you not look into
the revenue and expense figures for preceding years so that you could get some
idea of what you were running into.

The CHarMAN: If it was an accomplished fact and one of the terms of
confederation, while it might be of interest as a study, it would not change the
end result, would it? b

Mr. Fuuron: I think it would give you some clues as to how you should go
about operating the railway.

Mr. KnigaT: The minister stated that a survey had been made.

The CaarMAN: Yes, of the physical assets.

Mr. KxiguT: I think it would be of interest to this committee to know what
shape those physical assets were in as compared to the average for the rest of
Canada?

Mr. Gorbon: There was an investigation made by Mr. Fairweather and
Mr. Dingle. They made an examination of the physical equipment, and a state-
ment was made to the government.

Then, so far as I know, the government included consideration of the
Newfoundland railway as one of the factors of confederation. There were a
great many factors considered, I assume.

Mr. Murcu: And it was so recorded in Deliberations of the Committee
on Confederation.

Mr. GorpoN: Yes.

Mr. KnicuT: But could we not have a comparison of the state of the equip-
ment in Newfoundland as compared to the equipment in the rest of Canada?

Mr. Gorpon: That was all covered in that statement, was it not?

Mr. Dingre: Yes. Perhaps I could clear up some of the points raised.

At the time I was in Newfoundland in December 1948, we could get no
clear figures from the Newfoundland railway as it then existed concerning its
operation during the previous twelve months. But as to the physical condition
of the railway we found that the road bed was in fair shape, the rails were also
in fair shape, and a ballasting program was under way. We found that a lot
of their freight equipment was old, but their power was in fairly good shape.

The CrairmaN: It is difficult for the reporters to get down your evidence,
Mr. Dingle. Would you mind speaking a little louder, please?

Mr. DingLe: Very well. Where do you want me to start?

The CHAlRMAN: Just carry on.



4

RAILWAYS AND SHIPPING 55

. Mr. DixgLe: I think T was on equipment, and I said some of it was quite
old. . :

We have since received some new equipment, and more is on order. The
locomotives are small in type but they are in fair shape. They are being con-
verted from coal to oil. The bridges and other structures were found to be
fairly good. ‘ :

Of course, the Newfoundland railway has heavy grades of two per cent
and up on each subdivision and in each direction. In addition, there is a lot of
track curvature, and the operations are quite difficult at certain times of the year.

Mr. Gorpon: When we come to deal with our budget for this year, the com-
mittee will then have before it the details of equipment which has been purchased
and which is on order. That should-give you a fairly good picture of the kind of
thing you are interested in.

Mr. Apamson: Am I to understand that in this case there were no books
kept and that nobody understood if the railway was operating at a loss, or if so,
at how much of a loss? :

Mr. DixeLe: No, that is not right. The Newfoundland railway did keep
books, but they were not kept up to the point where we could get all that we
wanted about the operations. -

Mr. Apamsox: We almost took it over blind, as it were?

Hon. Mr. Cuevrier: No. That is certainly a misstatement to indicate that
the road was taken over blind. I think I said a moment ago that before the gov-
ernment implemented this particular term of union, it asked the Canadian
National Railways to make a survey. That was done by Mr. Fairweather and
Mr. Dingle, and a complete report of the physical assets of the Newfoundland
railway was given to the government, not so much from the point of view of
the manner in which it was operated, but rather from the point of view of the
manner in which the Canadian National Railways could operate it and at what
surplus or at what loss.

This report, which was made after considerable investigation, indicated that,
putting into effect the Canadian National Railway rates of pay, the pensions,
and the prices which it paid for materials and so forth, the Canadian National
Railways could operate the Newfoundland railway at an annual loss of approxi-
mately $5 million. That was the thing we were interested in, and that was the
thing we got. !

If anybody is interested in finding out what are the losses or the profits of
the Newfoundland railway, he can obtain the information from the Newfound-
land Public Accounts, just as he ean obtain similar information with respect
to the Canadian National Railways.

Mr. Apamson: And what is the estimated loss in conneetion with the New-
foundland railway? You say it is estimated at $5 millions?

Hon. Mr. CHEVRIER: Yes. -

Mr. Apamson: Well, now we have got something to shoot at.

Hon. Mr. CuevriER: I would not like the impression to get abroad that we
were buying a lame duck and did not know what we were doing. Not only did
we do it with our eyes open, but we knew what it would cost the Canadian
National Railways. That is what the report indicates.

The CrAlRMAN: And nine months of operation discloses what?

Mr. Goroon: The estimated deficit for this year is $4-2 millions.

) The CrarMAN: Are there any other questions concerning “operating
~ revenues”, and “operating expenses”?

Mr. Carter: What about the terminal facilities at Port aux Basques? Has a

“: definite decision been made to expand the terminal facilities at Port aux Basques?
588085} ,
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Hon. Mr. Cueveier: We are giving consideration to it now. I do not see how
we can have new facilities at North Sydney without having them at Port aux
Basques as well. Just what the facilities will be and what the costs are going
to be, I am not in a position to state but we are giving consideration to it, and Mr.
Gordon tells me that he will make a report to me in due course on it.

Mr. CarTer: Have you any date in mind as to when that expansion might
take place? Would it be a matter of years?

Mr. Gorbon: It is under consideration. It is really a question of what is
possible in the time limit. It is not a matter of years by any means. I hope to
be able to see some commencement of that program this year. That may not
mean the final program but we would be far enough advanced to get our plans on
the minister’s desk, and to get a decision whether plan A, or B, or C, or D Would
be approved, and so forth.

Hon. Mr. CHEvRIER: Another thing which makes it difficult is the fact that
we have to give consideration to the new ferry. If Newfoundland builds the
new road, then we are obligated, under the terms of union, to build a motor car |
ferry, and that would mean that the terminal might be somewhat different in
that case than it would be in the first case. So T think it is in the interest of all
concerned not to go too fast. :

Mr. Harrierp: What do you mean by “motor car ferry”?

Mr. Gornox: A ferry which would carry automobiles.

Mr. Carter: Is there anything definitely stated in the terms of union which
definitely obligates the federal government to put on that car ferry? '

Hon. Mr. Cuevrier: Let us get clear what we mean by “car ferry”. If Mr.
Hatfield has in mind a railway car ferry, then there is no obligation to do it.
But if he has in mind a motor car ferry, a passenger car ferry for automobiles,
then there is a commitment in the terms of union to that effect.

Mr. Harrierp: Why should there not be a car ferry?

Mr. Gorvox: Well, there is a different gauge at one end of the line than
there is at the other.

Mr. Harrierp: We had a narrow gauge in Prince Edward Island but you
changed it.

Mr. Gorpon: There is no action contemplated about changing the narrow
gauge track in Newfoundland. That would be very, very expensive. The terrain
1s very difficult there and the curvature is very difficult, and it would be
an extremely expensive propesition.

Mr. H.»m-:an: Before the rails were widened on Prince Edward Island,
you had a point at Borden where you brought in the narrow gauge cars and
you transferred the goods from them into wide gauge cars and then brought
them across by car ferry to the mainland. Would that not be feasible in the
case of Newfoundland rather than to unload your goods to the ferry?

Mr. Gorpon: You should remember that the run to Prince Edward Island is
very much shorter and the run could be done with a type of vessel which could
not be used in connection with the Newfoundland run. It would be completely

different there. It is an oc ean run to Newfoundland, and it would be a very
expensive operation:

~ Mr. Harrienp: But it is expensive to unload the freight and to have to load
1t again.

Mr. Gorpox: That is where the economies of the situation do come in, and
that will be one of the studies made; as to whether it is worthwhile, whether the
cost of trans-shipping would not be less than trying to make the operatlon you
have in mind.

Mr. Harrerp: Now, do you not have a lot of damage to newsprmt bemg
transferred? ;
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- Mr. DincLE: As far as I know, sir, we do not handle any newsprint across

the straits between Port aux Basques and Sydney, but what we do is handle it by

charter arrangement out of Port aux Basques in the winter time on occasion, and

- of course, in the summer months or during the time that the harbour is open
~ at Cornerbrook, the Bowater people do their own handling.

Mr. James: I wonder if Mr. Gordon would mind explaining the policy of
~ cutting off their branch lines which may or may not be running economically. At
the moment I am thinking of the little line we have in Durham county running
from Port Hope to Peterborough, and smaller lines of that kind.

! Mr. Goroox: This question of branch line abandonment is something that
'~ is under examination all the time by the research and development branch and
- they bring in specific proposals from time to time. We have a couple of
abandonments that are under consideration now; in fact, they are more than that,
- they are decided upon. You do understand, of course, that we have to go to the
~ Board of Transport Commissioners to justify each one of these decisions on
the basis of the economic situation. Did you have a particular one in mind?

Mr. James: The one from Port Hope to Peterborough. 1 was wondering if
the general policy would not be to tighten up on that or whether the economies
of the situation were being considered as against the service rendered to the
particular area.

Mr. Gorbon: I think it is a matter of business judgment under the
particular circumstances. We have always in mind the good will and the feeder
value of any particular branch line. They are all considered and then it becomes
a matter of judgment as to what is to the advantage of the system. We certainly
do include in our considerations very definitely the kind of inconvenience to the
community that might be involved, and the Board of Transport Commissioners
has that as much in mind as we have. They will not permit us to abandon a
line without considering the welfare of the community.

Mr. Fourron: Could I ask a question about operating revenues? This para-
. graph states that both freight and passenger revenues declined in volume, whereas
. express and telegraph business showed an increase. What are the indications
* for 1950? Is the volume of freight and passenger traffic continuing to decline?

Mr. Gorven: We have that specifically dealt with in our budget discussions,
and it might save duplication if we were to take it up there because we can
discuss it at that time and turn to equipment and recommendations at the
same time.

. Mr. Fuuron: With regard to the express business, what is the cause of the
Increase there? I mention that particularly because of what I understand is a
. Dew service. Are you carrying express in competition with the mail? I under-
- stand that you are now offering rates equal to or lower than the postal rates on
- parcels. Is that one of the factors in the increased express business?
¢ Mr. Goroon: I cannot answer that specifically. I know what you have
. In mind. 1
i Mr. DincLe: I do not understand that to be the case in Canada, but

I believe there is some confliction in the United States. That is the only informa-
- tion I have on the matter.

1 . Mr. Apamson: Under this item of interest on bonds held by the publie,
.‘ what is the method of financing new equipment?

| ?he CuamrMmaN: We have a heading finance that we are fast approaching,
- and 1 think that question, Mr. Adamson, would better come under that.
1 Our next item is Other Income Accounts.

3 Mr. CarTER: Before we go on that, has any consideration been given to
. the advantages of tapping the Newfoundland railway system near the middle,
- Somewhere near Gander and running a line down to Baie D’Espoir on the south
coast to reach a harbour instead of at each end as it is done now.
58808—5
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Hon. Mr. Cuevrier: If you are addressing your question to me, I am afraid
1 cannot answer because the Newfoundland railway has been entrusted to the
Canadian National Railways, and I do not know whether they have made an
investigation of that angle or not. I would not think they would have at this

juncture.
" Mr. Gorpon: You are talking now about the possibility of developing other
traffic. ;

Mr. CarTeR: In the light of keeping operating expenses at a minimum and at
the same time improving the service.

Mr. Gorpox: May I answer that in this way? Our research and development
branch to which I have referred many times today has the job of keeping con-
stantly on the outlook for the kind of thing you have in mind. They are in dis-
cussion with various people in Newfoundland to see how they can encourage
and develop traffic, and help in the location of plants and industry, and so on. I
am not giving you specific examples of their work, but that is the job of that
department. They are in touch, not only in Newfoundland but with people all
across the continent, to see if we can assist in the developing of a particular
community or mdustx y.

Mr. Carter: If we had a branch line coming out at the centre of the south
coast at Baie D’Espoir and you had your terminal there instead of at each end,
vour service would be much faster.

Mr. Gorooxn: I ean assure you that the department I referred to have these
possibilities always under consideration.

~ The Craamrman: Our next item is other income accounts. Are there any
questions on foreign exchange costs and things of that sort? If not, we will take
up capital expenditures, whlch comes next.

Mr. Furton: I was interested in the income from Rail and River Coal Co.
that we heard about earlier but I do not find it listed as a separate item, there
is just a general item in the account showing total income from other operations
and it shows an overall deficit. Now what was the income from this Rail and
River Co. mine?

Mr. Gorbon: I am not sure which figure you are referring to.

Mr. Furrox: Other income on page 9, your Rail and River Company is a
separately owned company, but I do not find in the breakdown of operation
revenues anything to show for the income from that company. All your com-
panies are lumped together and show an overall deficit. Now, what was the
income from that Rail and River coal mine?

Mr. Cooprer: In 1949, we had a deficit of $156,062. The loss was brought
about by excessive stoppages of work due to the trouble in the coalfields.

Mr. FuLron: Can you tell me what it was for 1948?

Mr. Coorer: In 1948 there was a profit of $43,191.

Mr. Furrox: Is that a normal profit for a 900,000 ton operation?

Mr. Coorrr: Well one would have to consider that in the case of the coal
which they sell to the Canadian National Railways they do not make the normal
commercial profit. It is sold at cost to the railway. !

Mr. Furton: I see.

Mr. Apamson: As a captive mine, it sells coal to you cheaper that it would
to others?

Mr. Coorer: Yes, we buy coal cheaper from the Rail and River Company
than it would be sold to other companies.

Mr. Apamson: Is that the same thing with captive mines held by the steel
companies?
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Appendix A

STATEMENT BY DONALD GORDON, C.M.G.
CHAIRMAN AND PRESIDENT
CANADIAN NATIONAL RAILWAY COMPANY

TO
THE ROYAL COMMISSION ON TRANSPORTATION

MRg. CHAIRMAN AND COMMISSIONERS

It would seem appropriate at this time, that I should make a statement
on behalf of the Canadian National, speaking to the broad prineciples involved in
this inquiry and supplementing our Submission in respect of the adjustment of our
capital structure, a matter of the gravest concern to myself, our Board of
Directors and my associates.

While T assumed the responsibilities of Chairman and President of the
National System but a few weeks ago, the nature of my duties and experience
these past years have afforded me an excellent opportunity to become familiar
with the economy of the country and its broader problems. The Railway prob-
lem, and particularly the situation of the Canadian National from a finanecial
point of view, are among the more pressing matters which require solution.
The financial aspects of the Canadian National have received my eareful study
and earnest consideration since I assumed office. I therefore welcome this
opportunity to come before your Commission,

Our Submission deals in general terms with a national transportation poliey
and we have suggested that your Commission might well recommend to Parliament
the definition of such a policy. No_ doubt the evidence which has accumulated
throughout your hearings has indicated the necessity of properly co-ordinated and
fairly regulated services embracing every form of trangportation.

The importance of the railways in the national transportation field eannot be
exaggerated. They are of prime importance from the viewpoint of national
development and national defence. Anything which weakens or affects their
ability to operate and maintain their properties efficiently, weakens the country
generally. T do not wish to infer that other transportation agencies have not an
important place in the national transportation field—they undoubtedly have.
Each has its inherent advantages which must be recognized. That each should
perform the function for which it is best adapted is essential if we are to have the
most efficient transportation system.

It is equally essential that these other modes of transportation should not be °
permitted to continue competition in an unfair and unregulated manner with the
railways in the field in which the railways beyond doubt, are the most efficient and
economical agency. These matters are of national importance and are matters
with which a national transportation policy must be concerned.:

The Canadian National is in a unique position. It is the largest system in the
transportation field, it is Canada’s largest employer of labour and the nation’s
largest buyer of materials and supplies. Its influence in the economiec life of
Canada is extensive. That its prosperity is tied in with national prosperity and
welfare cannot be questioned. At the same time the financial results of the




RAILWAYS AND SHIPPING - 61

Canadian National distort the true efficiency with which the System’s operations
are conducted. It is urgent that the true operating results be clarified.

Some of these distortions result from our capital structure which your
Commission has been directed to review. Study of this subject will demonstrate
that by comparison with other railways an undue proportion of the capital of
Canadian National is represented by interest-bearing securities. The advisability
of making a realistic adjustment of the capital structure and the extent of such
adjustment, are the questions which arise. The Main Submission of the Canadian
National which has already been filed with your Commission, clearly indicates
that such adjustment is imperative, and that it should be substantial in amount.
Apart from the strictly financial aspects of the matter, adjustment is also
important for the reasons set out at pages 75 to 79 of the Main Submission, with
which reasons I am in entire agreement.

A realistic capitalization of the Canadian National must of necessity be
related to its future earning power. The historical record is only of value as
offering some basis for forecasting future results. The earning power of the
Canadian National from 1923 to date shows wide fluctuations. In some years
earnings available for interest charges and other corporate needs have been
substantial. In some other years, although there has been an operating surplus,
there has been a deficit even before fixed charges. It is significant that the
periods of high earnings were short-lived and came under boom or war condi-
tions. They are therefore not to be taken as indicative of the situation which
could be expected to prevail normally or in the future. Moreover, during periods
of low traffic, maintenance costs were reduced to some extent at the expense
of the property and therefore the historical record overstates its earning power.

As to the future, while it is quite clear that the Canadian National will
continue to be a powerful and useful instrument for the development of Canada
and an essential part of national defence, there are discernible trends which
are adverse to net earnings. Highway competition, already sizeable in amount,
will tend to increase and will divert from railway earnings the higher grade
traffic from which most net earnings arise. Also to be considered is the effect
of other competing forms of transportation, such as air transport and coastal
and inland waters transport.

Future operations will be burdened to some extent by the deferred main-
tenance of property and the deferred renewal of equipment resulting from war
services of the System. While, during the period of high earnings, reserves
were set up to meet such expense, they have been seriously depleted by post-
war inflation. Due largely to inflation, rolling stock of the System stands in
the accounts at figures far less than replacement cost. As a consequence, as
replacements occur there will be an inflation of capital which, in turn, will
adversely affect earnings through increased depreciation and interest charges,
even when due allowance is made for the fact that the new equipment will be
of an improved design, have greater usefulness and be more economical to
operate than the equipment being replaced.

Inflation bears with particular severity on the Canadian National by
reason of its relatively low-traffic density. There can moreover, be no assurance
of the effectiveness, in so far as net earnings are concerned, of offsetting infla-
tionary increases in cost by increases in freight rates since it is conceivable
that the railways, by such procedure, might price themselves out of the market.

"The construction of additional branch lines to develop the natural resources
of the country must also be considered. Such lines are expensive to construct
and while they may be justified by the anticipated increases in national wealth
and national income, they are not likely for many years to produce sufficient

railway earnings to pay the additional expenses which they entail and the
interest and depreciation on their capital cost.
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The future earnings of the property, which form the basis of a rational
capitalization, must reflect the effect of the foregoing facts and circumstances..
1t is conceivable that in some years the property would do no better than meet
its operating expenses. In good times it would be reasonable to expect fairly
substantial earnings. For a property having these characteristies, it would be
logical to consider that all of the capital should be in the form of equity and
that none of it should be interest-bearing. However, since the country is faced
with a situation in which the interest-bearing securities of the Canadian National
amount to $1,344,000,000 (1948 figures), of which $760,000,000 is held by the
Government and $584,000,000 is held by the publie, it becomes a matter of
practical policy as to how the capitalization should be restated.

After careful study I have come to the conclusion that to show results of
operation which would meet commercial tests, the amount of interest-bearing
capital which may be included in a restatement of the capital structure should
be of relatively small proportions, in contrast to the present interest-bearing
capitalization of $1,344,000,000. In arriving at my conclusion I have given
particular consideration to the following:

(1) INTEREST-BEARING OBLIGATIONS ASSUMED WITH ACQUISITION OF
INsoLVENT RAILWAYS

The Canadian Northern and Grand Trunk Railway Systems would not
have been acquired by the Government had they been able to carry on as private
enterprises. As is well known, they were acquired in the National interest as
going concerns instead of having been put through bankruptey proceedings. As
a result there was taken into the Canadian National System at its inception,
$804,000,000 of interest-bearing debt. Some of this, acquired from the Grand
Trunk, included securities which under private ownership had been on a con-
tingent earning basis; these were converted to a fixed interest basis as part of
the acquisition. What proportion of this large amount of fixed interest-bearing
obligations might properly have been written off or reduced to equity capital
as a result of bankruptey proceedings is, of course, impossible to determine at
this late date. &

It is however, certain that considering the property as a system which had
to be operated in its entirety, and considering the matter from the viewpoint
of ordinary commercial standards, there was no hope of attracting private capital
in any amount whatsoever. The earning capacity of the property was without
promise and hundreds of millions would have had to be invested to take care
of the backlog of deferred maintenance, necessary improvement and co-ordination
costs. Under these circumstances it seems reasonable that the entire amount of
the above-mentioned fixed interest-bearing obligations should be converted into
equity capital.
(2) Run-Down axp Semi-FiNisHED CoxpiTioN oF ProperTies TAkEN OVER

The privately-owned properties, when taken over, were badly run down
and, in the case of the Canadian Northern Railway System, cannot be said to
have been properly completed and equipped. It would appear to have been the
deliberate policy of the Canadian Northern to construet railway lines with as
little initial capital expenditure as possible, looking to completion after operation
had begun. Despite large amounts expended on rehabilitation and construetion
prior to 1923, a great deal still remained to be done to take care of this situation
on the lines of the Canadian Northern and the Grand Trunk Systems at the
time of consolidation. Much of the expenditure was chargeable to operating
expenses but inevitably a proportion of it was of a capital nature. The net
investment expenditures of the System, 1923-1947 inclusive, have amounted to
some $707,000,000. It is a reasonable estimate that of this amount at least
$100,000,000 represented necessary improvements to the property which did
not add to the earning power of the System.
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(3) Co-orpinaTiON COSTS

The Canadian National management following consolidation, was faced with
the co-ordination of these previously competing systems. Co-ordination, it is
estimated, has required the expenditure of $40,000,000 for main-line connections,
belt lines and terminal rearrangements, notwithstanding which, the property
falls considerably short of having a proper location of main lines in relation to
branch lines and of terminals in relation to its traffic pattern which would have

been secured had the property been designed and constructed as an entity.

The System has more mileage than is functionally necessary to meet its
requirements. The excess mileage has been reduced to some extent by abandon-
ment, of duplicating facilities where this could be done without injury to the
national economy. This applies to those instances where the duplicating facilities
were located so closely together that one of the lines would serve all needs of the
community. Generally, however, this is not the case and the lines which are
functionally duplicate as main line also serve the local needs of the communities
through which they run. The practice in such cases was to choose the better line
as the main line and to continue the other in service as a secondary line.

There are 3,820 miles of line on the Canadian National which were originally
constructed as main line and which in the process of co-ordination have been
reduced to secondary lines.

The maintenance and operation of these lines is a burden upon the System,
even when allowance is made for their use as secondary and branch lines. This
burden on revenues should be taken into account in considering the capital
structure of the System. ‘

It is estimated that the burden constitutes an operating disability in excess
of $8,000,000 annually or an equivalent capital disability of $250,000,000, which
in a sense is, and for convenience might be described as negative capital. This

amount, together with the money expended upon co-ordination projects, totals
$290,000,000. ‘

(4) CanapiaN (GOVERNMENT RAILWAYS

The Canadian Government Railways constitute a considerable portion of
the Canadian National System. Prior to the formation of the Canadian National
System and the entrustment to it of the Canadian Government Railways, capital
for these lines was provided by the Government free of interest. During the
vears of administration by Canadian National a change was made and the
System has since been burdened with interest-bearing capital for additions and
betterments and for rolling stock, which at the present time has accumulated to
some $110,000,000.

There is a pension fund, closed to new members in 1929, which is applicable
to the Canadian Government Railways. This fund is more expensive to support
than the general pension fund of the Canadian National to the extent of an
equivalent capital amount of $25,000,000. Taken in conjunction with the
$110,000,000 above mentioned, this makes a total of $135,000,000.

While attention is directed to this situation, and for the purpose of this
review, the sum of $135,000,000 is included in the statement of the System’s
capital burden, it is recognized that the Canadian Government Railways are
now an integral part of the Canadian National Railways for management and
operation. Therefore, although it is reasonable that the Canadian National be
relieved of capital expenditures on the Canadian Government Railways and of
their extra pension costs, it is considered that, if the measures recommended
herein for the restatement of the capital structure of the Canadian National and

the method of finding new capital are adopted, no special relief should be claimed
for these items.
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(5) ErrecT oF AcCQUISITION OF UNREMUNERATIVE LiNEs IN NATIONAL INTEREST

From time to time the Government has acquired and has caused to be
incorporated in the National System, in the national interest, lines of railway
which had little or no net earning power in themselves, which were in a run-down
condition and required rehabilitation. The Canadian National -income account
was thereby adversely affected. These lines are as follows:

Cost Mileage ',
Inverness Railway & Coal Co. .......co.vienviain $ 375,000 60-8
FCont - Northe FROBRISE ctetag s 1007 O ik sl ni st dig 60,000 ; 26-8
s ErneR A e S o e R G R s 3,500,000 202.3
St Jobn & Quebecd: sl e S SR RS 6,000,000 158-3
Quebec, Montreal & Southern .................. 5,920,361 191-0
$15,855.361 639-2

The cost of acquisition and of rehabilitation has amounted to about $18,000,-
000. Incorporation of these lines in the System increased operating expenses
applicable to each by reason of the obligation to pay wages at System levels
and to assume pension liabilities, while on the other hand rates for transporta-
tion service had to be reduced. The effect of these changes was decidedly adverse
to the net income of the System and constitutes another example of what has been
termed negative capital. It is appropriate therefore to set up negative capital
of $12,000,000 which, added to the cost of acquisition and of rehabilitation totals
$30, OOO 000.

Consideration must also be given to the situation created recently through
the entrustment to Canadian \Iatlonal of the Newfoundland Railway and
Steamship Services and the Temiscouata Railway.

It is anticipated that the operations of the Newfoundland Railway and
Steamship Services will burden the System income account to the extent of
$4.000,000 yearly. Expressed in terms of negative capital this amounts to
$134,000,000. Further, substantial amounts of capltal will alco be required from
time to time to improve the property.

The operation of the Temiscouata Railway will constitute an additional
borden on the Canadian National and will adversely affect its net annual income
to the extent of $180,000, the equivalent of $6,000,000 in terms of negative capltal

The total of the oapltal items in this group is $170,000,000.

(6) Errecr oF DEVELOPMENT LINES

Large amounts of capital have been spent upon development branch lines,
the whole cost of which by necessity has been provided by the issue of interest-
bearing obligations, whereas in sound financing procedure, a substantial per-
centage of the cost should have taken the form of equity financing. The amounts
so expended total $85,000,000, and if a minimum of 40 per cent be taken as the
amount which should represent equity capital, the capital burden of the Canadian
National is in this respect excessive to the extent of $34,000,000.

SUMMARY

Summarizing the above, the following statement of excessive capltal burden
upon the Canadian National System is obtained: .

Interest-bearing obligations assumed with acquisition of insolvent

TRINWAYS it s LSt s T A8 s M) eo T4 o diaRsriing $ 804,000,000
Run-down and semi-finished condition of properties taken over. 100,000,000
Ca-0Tdination 'COBIR Guhdavilin s § o shitah o s wia aradbls sht by oMb B 290,000,000
Canadian Government Railways . ..cccocie v i iontienniinaans 135,000,000
Effect of acquisition of wunremunerative lines in national

V711723 oYt AR OR -8 LSt R el ety SRRUEIAN w F3s SRR T el ] 170,000,000 -
Bffect.of development JINeBsa’ <oi, et oisibn wisls s aolein s shafis duta nrels 34,000,000 =T

© $1,533,000,000
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This statement evidencing excessive capital burden of $1,533,000,000 (which
is in excess of the Fixed Charge Debt of Canadian National of some $1,344,-
000,000) supports the conclusion that an undue proportion of the capital invested
in the Canadian National System is represented by interest-bearing securities.

It is submitted that by ordinary commercial standards, the entire interest-
bearing capital should be converted to equity capital. However, in view of the
practical difficulty in the way of converting the interest-bearing capital in the
hands of the public into equity capital at this time; and having regard to the
potential earnings of the Canadian National System, which are considerable
and may in some degree offset the adverse factors here considered; and on the
assumption that the present imbalance which exists between railway rates and
railway costs will be removed by adequate rate increases, I submit the following
as an appropriate adjustment:

(1) The $760,000,000 of interest-bearing obligations held by the Government
should be exchanged for equity capital and reflected in the balance sheet
as such. :

(2) The Government should acknowledge an indebtedness to Canadian
National in the amount of $300,000,000 to bear interest at 3 per cent
 until discharged. This would be set up in the accounts of Canadian
National as a capital fund to be drawn on from time to time to retire
interest-bearing obligations in the hands of the public or for capital
additions to the property. As consideration for the acknowledgment of
the indebtedness aforesaid, Canadian National would issue a commen-
surate amount of equity stock to the Government.

(3) Future development lines should be financed to the extent of not more

~ than 60 per cent by interest-bearing securities, the balance to be supplied
by the Government against the issue by Canadian National of a com-
mensurate amount of equity stock.

It is my considered opinion, concurred in by the Board of Directors, that
nothing short of these measures can be deemed adequate treatment of the capital
structure of Canadian National. These measures, if put into effect, should
enable Canadian National, on the average, to meet its fixed charges, including
interest on funded debt.

I submit very earnestly that the adjustment of the capital structure of
Canadian National is long overdue and that for the reasons set forth in the
Submission filed by Canadian National with you in October last, as well as for
the further reasons already presented and to be presented during the course

of these sittings, your Commission should recommend that it should now be
adjusted.

e, LUS UARNINGS
SurpLUs KEARNIN

Prudent business management and judgment have always approved the
establishment of reserves in years of financial prosperity for use in the leaner
years. On the assumption that our proposals are implemented, it is not unreas-
onable, as I have indicated, to anticipate that Canadian National will in some
years have surplus earnings. The task of Management would be greatly eased
In my opinion, also concurred in by the Board of Directors, if there were a
recommendation from your Commission that the Board of Canadian National
use such surplus earnings (a) to provide sufficient funds to cover expenditures
for non-revenue producing improvements and betterments; and (b) to establish
a rate stabilization fund which it is hoped could be built up in good years and
drawn upon in poor years with the view of affording stability to the rate strue-
ture and tending, to the extent of the fund from time to time existing, to post-
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pone the necessity of applications for geheral freight rate inereases. Your
Commission is respectfully invited to recommend the proposals which 1 have
just made regarding this subject. ‘

UNIFORM ACCOUNTING AND STATISTICAL PROCEDURE

Our Company has submitted in respect to accounting, that there should be
a uniform system of accounts for Canadian railways and that such system
should be preseribed in accounting classifications to be issued by the Board of
Transport Commissioners. That there should also be uniformity between the
accounting regulations of Canadian railways and United States railways seems
equally desirable. Canadian railways have lines in the United States and United
States railways have lines in Canada. Comparisons of operating results and
statistics do not stop at the International Boundary.

Our company considers that records and reports as maintained and made
by Canadian railways should be based upon uniform statistical classifications
and considers that the classifications prescribed by the Interstate Commerce
Commission should be incorporated in any new Canadian classifications.

There are other matters covered in our Submission. All will be dealt with
by our senior officers who will be available to render any assistance to the Com-
mission of which they are capable and also for examination in respect of the whole
Submission and the details of the plan which I have enumerated during these
brief remarks.

We consider that the establishment of Canadian National on the bases
which I have put forward would be prudent and would tend to more efficient
management and to greater effectiveness in meeting the essential needs of the
nation. Canadian National service is vital to the development of Canada and

is a vital part of Canada’s defences. Canadian National should be provided
with a realistic capital structure.
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MINUTES OF PROCEEDINGS

Tuespay, March 28, 1950.

f _ The Sessional Committee on Railways and Shipping Owned, Operated and
. Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes
Cleaver, presiding.

= Members present: Messrs. Adamson, Carter, Cavers, Chevrier, Cieavel,
~ Follwell, Fraser, Fulton, George, Gillis, Hatﬁeld Helme, James, Knight,
Macdonald (Edmonton East) McCulloch, McLure, Mott Mutch, Thomas.

In attendance: Mr. Donald Gordon, C.M.G., L.L.D., Chairman and Presi-
dent, Mr. S. F. Dingle, Vice-President, and Mr. T. H. Cooper, Vice-President and
Oomptroller, Canadian National Rallways Mr. J. C. Lessard, Deputy Minister
of Transport.

The Committee resumed consideration of the annual report of the Canadian
National Railways for the year 1949.

Examination of Messrs. Gordon, Dingle and Cooper was continued.

At 1 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day.

AFTERNOON SITTING
The Committee resumed at 4 o’clock p.m., the Chairman, Mr. Cleaver,
presiding.

Members present: Messrs. Adamson, Bourget, Carter, Cavers, Chevrier,
Cleaver, Follwell, Fraser, Fulton, George, Gll]la, Hatfield, Healy, Helme James,
Knight, Macdonald (Edmonton East), McCulloch, McLure Mott, Mutch,
Pouliot, Thomas.

The Committee resumed consideration of the annual report of the Canadian
National Railways.

Examination of Messrs. Gordon, Dingle and Cooper was continued.
At 6 o’clock p.m. the Committee adjourned until Wednesday, March 29, at

11 o’clock a.m.
A. L. BURGESS,
Clerk of the Commuittee.
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House or CoOMMONS,
March 28, 1950.

The Sessional Committee on Railways and Shipping met this day at
11.00 am. The Chairman, Mr. Hughes Cleaver, presided.

The CHarMAN: Gentlemen, just as the Canadian National Railways run on
time, and it is now eleven o’clock, so do we. We have a quorum. We are, I think,
at page 9, “Capital Expenditures.” '
Carried.

The next paragraph is “Finance”. I think Mr. Adamson has some questions
on finance, so we might let that item stand over until Mr. Adamson arrives.

Now, “Condition of Property”.
Mr. Fuvron: ’
“The reserves which were set up against this condition have been impaired

by the increases in wages and prices which have since taken place.”
I was reading from page 9, the second sentence under the heading of

“Condition of Préperty”. I wonder if Mr. Gordon or Mr. Cooper could enlarge
upon that sentence?

Mr. Goroon: It is a very simple matter. We set up a certain number of
dollars during the war years-in the form of reserves. Now, the purchasing
value of those dollars today, by reason of increased wages and increased prices,
is less than it was at the time the dollars were set up in the reserves. In other
words, $8 million will buy less today than it would in 1947 or whatever the date
was that we set up the reserves. _ :

Mr. Fuuron: That simply means that the railways will not be able to buy as
much for it?

Mr. Goroox: That is right, because of inflation in prices and in wages.
Mr. McLuge: Under the heading of “Condition of Property”, T have one
question. It is in connection with the condemned bridge which is known as the
Hillsboro Bridge between Charlottetown and South Port. This bridge was
condemned some years ago for heavy freight and is now used just for local
passenger trains.

Mr. Gorpox: Yes.

~ Mr. McLure: May I ask if it is the intention of the government to rebuild
this bridge with the Trans-Canada highway?

Mr. Gorpbon: My recollection is that it is a matter under discussion now with
the government. Am T right? I remember there was some correspondence with
. the government of Prince Edward Island the other day. I have forgotten the
. details of it.

' Mr. McLure: It is still a toll bridge.

Mr. Gorpon: Yes?

- Mr. McLure: And the province pays a toll of about $10,000 to the
E Canadian National Railways. The bridge is hardly fit for ordinary truck traffic,
5 because every once in a while a big truck going over it gets jammed.

- Mr. Goroox: The point at issue is whether the bridge should be replaced
entirely at the cost of the railways or whether, because it may be on a part of the
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Trans-Canada highway system, there should be a division as to the cost. I am
speaking of course from memory. But my belief is that that point is now under
discussion with our officials and the premier of Prince Edward Island.

Mr. McLugre: It was an old second-hand bridge when it was placed there
forty-six years ago, and the province has already. paid, with interest and the

$10,000 annually, over $1 million. So I do not think the province should have

to put up any more money for the rebuilding of the bridge.

Mr. Gorpon: That is the difference of opinion which will have to be
resolved, Mr. McLure.

Mr. McLure: Perhaps you may have some information about it before this
committee rises? R
Mr. Gorpon: Yes, I think I can find out where it stands and let you have
some information about it later on. I shall make a note of it. I am sorry that I
did not bring the correspondence with me; but I remember quite clearly that a
discussion of it is under way. .
The CHARMAN: Are there any other questions? .

Mr. Fraser: Yes. I would like to ask the president to give us some details
as to general conditions of the whole set-up, let us say, as to equipment, and what
he contemplates to spend this year?

The CuamrMaN: We have already had that, Mr. Fraser. " But if there is any
special point, I know that Mr. Gordon will be glad to discuss it for you. What
is the special point which you want covered?

Mr. Gorbox: We shall have in the budget discussion which will come later
details of equipment and capital expenditure and so forth. So I suggest that you
would get them more adequately at that point.

The CuARMAN: Yes.

Mr. Giuuis: Under the heading of “Condition of Property”, I wonder if Mr.
Gordon has taken a trip.from Montreal to Sydney, Nova Scotia, since he became
president of the railways?

Mr. Goroon: I have not.

Mr. Giuuis: Then I suggest that you should.

Mr. Gorpon: I have every intention of doing so just as soon as I feel that

I have some time available for the purpose. I have a trip under consideration
now which will, during this year at least, take me over most of the main lines
of the property. But I have felt because of pressure upon my time and other
matters in the last two or three months—and also because the winter time is
not a good time to look at a rail property—it would be much better to defer that
trip until early spring. However I have it in mind to make the trip as soon
as possible.
. Mr. Grus: I think the condition of that end of the line leaves much to be
desired. I feel that the road-beds are bad, and have been so for a long time.
There are a lot of grades and curves there, and it looks to me as if most of the
antiquated rolling stock of the whole system is relegated to that area.

Mr. Goroon: I think you will find no agreement on that point, because
I understand that various parts of the country feel the same way; they think
that they have all the antiquated rolling stock. But I can say that there is a
fair division of antiquated equipment over the whole system. '

Mr. Giuuis: I seem to find a fair improvement after T get west of Moncton.
'It- looks very, very good to me, from what I can see.

~Mr. Goroox: I cannot make much intelligent comment on that. But I shall

make a note of your observations and keep it in mind when I come down to 1

see you.
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Mr. Giuurs: I think the condition of the property in that area is terrible

~as to the rolling stock, and so on.

Mr. McLuge: I do hope that the president will not come in a deluxe train,
but that he will travel as an ordinary passenger, because I believe he will get
" more information that way than in any other.

Mr. Fraser: He will get all the bumps too. I feel that the president should
- travel around in my section and make a check because, at the present time,
it is & common saying to hear: I want to go to Toronto in the worst way, so I
think I shall go via Canadian National. The trains do not run the way they
should there, and the roadway is bad.

Carried.

The CuamrMAN: “Traffic Control”.

Mr. Furron: I would like to ask the president about the installation of
slide detector fences.

Mr. Goroon: I shall have to ask Mr. Dingle to deal with that because it is
- a technical matter.

Mr. DincrLE: Just a minute until I get my papers in order, please.

Mr. Fouron: Perhaps I should just say that an answer was given to some
questions which were asked in the House only recently. I asked for a report
on the installation of the slide detector fences, one of which is now in operation
at or near Spence’s Bridge in British Columbia. And I also asked for a report
indicating whether or not these types of installations are satisfactory for the
purpose of giving warning of rocks and slides.

The answer given was:

Not in so far as slide detector fences are eoncerned.
A further question was:
If not, in what way are they unsatisfactory?
And the answer given was: .
Difficulty is experienced in keeping slide detector fences in service
at periods of heavy snowfall and of interference from snow slides.
And finally, the question was asked:

What further or other installations for this purpose are contemplated,
and when is it expected the work on them may begin?

And the answer to that question was given as follows:

Additional installations of slide detector fences will be considered
after reviewing results achieved from experimental installations.

You will remember, Mr. Chairman, that as a result of a couple of derail-
ments.out in that part of the country because of small rock slides, there were,
I think, three or four fatalities to the train crew. And the feeling which I have
been able to get from the crew is that these slide detector fences are very
valuable in that they give a feeling of greater confidence, and consequently
the crews are anxious to see the work proceed as rapidly as possible. Therefore
I was a little disturbed by the answers given to my questions.

~Mr. Dingre: I think the answer was given for this reason: that through the
past winter, with the increased amount of snow in the mountains, it was almost
impossible to keep the slide detector fences in service, because one slide after
another would come down, and the result was that before we could replace the
damage or repair it, another slide would come down. So it was most difficult.
But we have found that automatic signals installed in this same area are good
detectors in so far as slides are concerned.

~ Mr. Fuuron: As far as snow slides are concerned, I think we should bear
. In mind that they were an unusual condition this year, and that the snow slides
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were unusually heavy. I believe that the slide detector fences are not so much
a warning against the massive heavy slides as they are a warning against falling
rock in small quantities, but which will, nevertheless, serve to derail an engine
if not the whole train, and that it was to guard against such a thing that the
slide detector fences were supposed to give protection.

Mr. DincLe: That is quite true. But this winter we had a combination
of both, as you know. :

Mr. Gorpbon: It seems to me that the real point in reply to this question
whether or not we intend to continue with further installations, is that we say
that as a result of our experience we are studying the results in order to determine
whether or not other installations are useful, and also if they are not useful,
whether we can find some other means of safety devices which would be better.

We are not suggesting that we are relaxing our efforts in regard to safety.
We are merely studying the results of the safety measures which we have already
taken to see if we can improve them, or whether they are the last word.

di\;)[r. Furrox: When might it be expected that further installations will be
made?

Mr. Gorpon: Just as soon as we can receive a reasonable report from our
technieal officers on the conditions which we have been discussing,.

Mr. Fuuron: I have a letter, or rather a copy of a letter, from the railway
itself addressed to the secretary of the Board of Transport Commissioners, and
I understand it has been found that the slide detector fences did give warnings
of rock slides on the right of way, and I gathered that on one or two occasions
they prevented trains from running into rock slides at those locations. And the
letter goes on to say that owing to the fact that they are not satisfactory because
they are put out of operation when heavy slides occur, the company is not
convinced as to their usefulness.

Would you not say, Mr. Gordon, that the mere fact that they have given
warnings would indicate that they are, in faect, useful?

Mr. Gorpon: That can be taken into consideration when we receive a full
report from our men who are qualified to conduct the necessary checks on them.
I agree with what you say, that it seems to be in favour of them, but we are
awaiting the study by our safety officers to determine what is the best thing to do.

I would like to emphasize that we are not giving up or relaxing our efforts
towards safety. We are simply doing the best we can, with the number of
installations that we already have, to see what is the best thing to do.

Mr. Furron: Could I ask when you expect to have that report?

Mr. Gorpon: Momentarily: The vice-president in charge of the western
region has been personally examining the situation with his officers over a period
of weeks. He made several trips personally out there to examine those conditions.
It is not something that I can place an estimate on because it is actively in
hand right now.

Mr. Fourrox: Could I ask you this? Would it be your expectation that
whatever types are found to be desirable that the installation of these would
take place this summer.

Mr. Gorpox: That would be my expectation.

Mr. Gruis: I would like to ask this question. I do not know much about
the centralized system of traffic control, but I am wondering just how safe it is
and how sure you are of it. What I have in mind is this: it is only a couple of
weeks ago that around Drummondville there was a head-on collision between the
Ocean Limited and the Maritime Express, and T wondered how that could happen
on the main line at a place as prominent as that with this system of centralized
traffic control in operation.

Mgz. Gorpon: I was wondering exactly the same thing as you, Mr. Gillis,
and I made a very deep personal examination in regard to that particular




TR 7 YT E 3 ¥

RAILWAYS AND SHIPPING Ry ]

happening. As a matter of fact I think I made Mr. Dingle’s life miserable
because I kept asking the same questions as you. I think I can summarize the
situation very briefly in this way, that at the moment centralized traffic control
is about as safe a kind of signal operation that we know of, but there is no
kind of signal operation that is completely accident-proof; it is still subject. to
man failure. In that particular accident the reports indicate that the signals
were working quite properly but that the engineer ran through at least two
warnings that should have either stopped the train or brought the train under
control. Now, that is complete man failure. It can happen, as you know, in
regard to any operation that depends upon human judgment. A man can make
a mistake and there is no way I know of to prevent it. These signals are as
fool-proof as we can possibly make them—and I would like Mr. Dingle to con-
‘firm this or disagree with me—these signals are as fool-proof as anything of that
type we know of.- ‘

Mge. DincLE: What Mr. Gordon has said is quite true. In this particular
case the engineman did run by red signals. He could not explain why he did
it, except that he was confused, and in turn I cannot explain why he was con-
fused because everything was there that he needed to bring his train down to the
proper control.

Mr. Georce: I know that that type of signal has been installed between
Pacific Junetion and Windsor Junction and it was in operation all during the
war while I was away overseas, and I do not believe there has been an accident
there since it was installed.

MR. DixGgLE: We have had in that area only one or two minor accidents
since installation.

MR. GeorGe: You had one last summer, but that was something else.

Mg. Gorpon: That accident happened at the very time I was on the point of
discussing the installation of the centralized traffic control system on our Oba
sub-division in Ontario, and by reason of that aceident I took particular pains
to find out whether it was worth the expense if an accident could happen so
easily on a line on which it was installed. To repeat, there is just no way of
getting away from the fact that a man will oceasionally, for no apparent reason,
do the wrong thing. Now, anybody knows that a red signal means stop. You
do not have to be a railroader to know that. How a man with the experience
of this particular engineer—and he was one of our best men—could just run right
through that red signal I cannot explain, nor can he.

Mkr. Pourior: I would like to ask a question about a collision that occurred
around St. Cyrille between West Junction and St. Rosalie last February. I was
on the train which was delayed twelve hours and that accident occurred in an
area that was serviced by this centralized traffic control system.

Mr. Gorpox: That is the same one that we were discussing.

Mr. Pourior: There were some passengers injured; I was not, hurt because
I am hard headed. What was wrong? Was it on account of the ice?

Mr. Goroox: No. What happened was the engineer in charge of that train
ran through a red signal, more than one red signal in fact. The signals were
operating. It was a bad night, it is true, but there is no apparent reason
from the reports that we have as to why he should have made that mistake, but
it is just one of those mistakes that happen.

¢ 1r‘?Mr. Pourior: What disciplinary action was taken as a result of that acei-
ent?

Mr. Goroox: I do not know whether our disciplinary measures are com-
plete, but the train crew was dismissed.
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Mr. DincrLe: The investigation has been completed except with respect to
the conductor who had a heart attack following the accident; but the balance of
the erew has been dismissed from the service.

Mr. Pourior: I know in a case like that that the engineer must be held
responsible, but I was in the last car and I saw the work of the brakeman there
and he walked a long way back and I got up to see what was going on and I heard
men walking around the car and this particular brakeman had put the signals
in the rear of the train; that is he had placed the fuses.

Mr. GORDON: That was after the accident.

Mr. Pourior: Yes.

Mr. Gorpox: Our investigation showed that all the train crew had not fol-
lowed operating regulations and we take a very serious view of that in connec-
tion with any accident. Each member of the crew has to demonstrate that he
carried out the regulations and if they fail they are considered equally respon-
sible for the accident.

Mr. Pourior: So the weight of evidence is against each one of them and
they have to prove that they are above reproach individually.

Mzr. Gorpox: That is correct.

Mr. GeorGe: They are considered guilty before they are heard?

Mr. Gorbon: No, that is not so. There is a very careful procedure followed
in order to insure absolute fairness in respect to those investigations. The men
are called before an investigating committee and each man is entitled to bring
with him anyone he chooses. He is examined and asked to make a voluntary
statement as to what took place. He tells his story before any accusations are
made against him, and on the basis of his own story, judgment is formed as to
whether or not he obeyed the rules. Furthermore, each one of those accident
reports is subjected to a review by union officials, and each man who has been
dealt with can ask for a rehearing. There is a very rigid system worked out to
insure absolute fair play.

Mr. George: Is it possible to run a train acmrdmv to the regulations as laid
down and keep up time schedules.

Mr. Gorbon: Yes, indeed; the time Qche(lule~ have the regulations in view
when they are drawn up.

Mr. Pourior: Does each man get a copy of this staterhent?

Mr. Gorpox: That is right, and he signs it, and a copy of the who]e evidence:
is given to the chairman of the local brotherhood. The individual himself signs
the statement, and he is asked before he signs it whether it is a fair statement.

Mr. Pourtor: But he cannot see the statements made by others?

Mr. DingLe: He ean through representatives.

Mr. Pourior: Through his loecal chairman.

Mr. Goroon: That is correct, but not before he himself has been examined;
after that he may see the whole thing.

Mr. James: What precaution does the company actually take regarding
health inspections and that kind of thing to make sure of preventing as much as
possible anybody having a heart attack.

Mr. Gornon: We have a regular medical examination of operating employees.
Every man in the operating trades has to undergo an examination twice a year.
In fact, we have medical cars especially equipped to make these examinations
trave]lmg throughout the system, and they are constantly on the road. Each
man is required to submit himself to tests i respect of his duties in any part of
the operating trades.

Mr. Georce: Were those trainmen hauled out of service or dismissed?
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Mr. Gorbon: They were dismissed from the service.

Mr. ForuweLn: With regard to centralized traffic control, how many miles
of main line are now under centralized traffic control or automatic block, and
what projects are planned for automatic block and centralized traffic control for
the balance of the main lines?

Mr. DineLe: We have at the present time centralized traffic control between
Moncton and Windsor Junetion, also between Drummondville and Charny. We
have a project to instal centralized traffic control on our Oba sub-division
between Foleyet and Hornepayne. Our entire main line from Montreal to
Chicago is equipped with automatic block signals. We have made two installations
in the mountains, one west of Kamloops and one east, and we have another one
under consideration at the moment.

Mr. Fuvron: Where is that?

Mr. DixgLE: Between Jasper and Red Pass Junction.

Mr. Pourior: Coming back to the work of the conductors on the Scotian
and the Ocean Limited leaving Montreal, they have a hard job, and for a time
nobody could go to bed on the train before passing Drummondville or even further
east. I brought this matter to the attention of the late Mr. Walton and he saw to
it that the tickets were taken up before the departure of the train so as to give a
chance to the conductors to do their work. I want to draw your attention to this.
I know the conductor who was in charge of the eastbound train. He was about
to get his pension, and would have got it because he was qualified for his pension.
This particular trip was one of his last trips. That man had a lot of work to do
on the train collecting tickets in the coaches, first class cars and the sleeping cars.
The berths were not made up in the car at the time of the collision that occurred
east of Drummondville. It was precisely on account of the fact that the conductor
could not get on with his duties, he was so busy collecting tickets, and he could
- not do everything. Besides that I have to complain about some brotherhoods that
are unfair. T took up the case of a conductor some time ago and the matter was
fixed up by Mr. Walton himself. T must say here that I regretted the passing
of Mr. Walton; his passing was a big loss to the railways, and a big loss to his
friends. He was an earnest man who did very well and I wish Mr. Dingle to
follow in his footsteps. I had the greatest and most sincere admiration for Mr.
Walton. He redressed a wrong in that particular case. The case I refer to was
an accident, a derailment, that occurred about two years ago in the winter time
east of Riviere du Loup. The locomotive engineer seemed to have fainted at about
the time of the collision—afterwards they found him dead. Probably he had
fainted before the collision but he’ applied the brakes before fainting. The
conductor was sure that the brakes were being applied before meeting the other
train. It was afterwards thought that he had every reason to believe that the
meeting of the trains would be normal. The conductor is in charge of the train but
the brakes are necessarily applied by the engineer who, after he applied the
brakes, fainted. The engineer may not have died before the collision but they
found him dead afterwards. The union did nothing for the conductor. I had to
take his case up with Mr. Lomas, Mr. Dingle, and Mr. Walton. I feel very
much against the unions because I have had to do their work many times. I even
had to go down to Moncton and St. John because these people do nothing but
stand around with their big cigars and their gold chains.

- Mr. Gruus: Getting back to this matter of traffic control, I think that Mr.
Gordon’s statement was very reasonable when he said that the equipment was
no safer than the people who handle it. Things do happen, even on these main
lines: with everything solidly protected. That makes me wonder whether the
system has tended to make the men operating the trains careless and to depend too
much on the system and not enough on their own judgment? What precautions
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are taken by the railway officials when a train is going out to see that at least
the engineer and the fireman are in condition to take the train out and haul it to
its destination? I am not particularly concerned about the porter and the
conductor as they are inside but with respect to the two men in the engine I would
ask whether they are inspected to see that they have not been out on a party
before taking over their duties? :

Mr. Gorpox: Perhaps I should make a general comment and then I will ask
Mr. Dingle to tell you what takes place before the train crew takes charge of
the train. I will say that I regret just as much as anyone that these accidents
do happen. I have been very upset by them and I have spent a good deal of
time inquiring into them and trying to find out what takes place. However, we
must not overstate the case because in point of fact, as nearly as I can find out,
the operations of the Canadian National System compared with other railways
are as safe as those carried on anywhere in the world. I think our aceident
record is good—if an accident record is ever good—and accidents on the system
have not been increasing, but rather they have been declining. However, every
now and then you have a spectacular wreck that stirs up all the doubts you
have expressed here. Now Mr. Dingle will tell you just what takes place before
a crew takes out a train.

Mr. DincLe: In the case of the engineer he books on at the roundhouse—
he signs a book or form. Once he signs on for a trip he signifies that he is in
proper shape to take his train out. In addition to this, the roundhouse staff see
the man and, in the final analysis, before the train actually leaves the station,
the conductor and the engineer compare orders. In that way there is a further
check. Going along a little further there is the matter of rule instruction. We
have rule cars constantly going over the line. Classes are set up at various
terminals and these are bulletined to all the running trades who are requested
to attend same for the purpose of refreshing and keeping up to date in the rules.
I do not know just what more could be given on the subject; perhaps there are
further questions?

Mr. Guuis: That is about all you ean do provided you can rely upon the
people actually taking the train out.

Mr. Gorpon: There is one other thing that is important in regard to aceci-
dents which are demonstratively the fault of train crews who have disobeyed
safety regulations. The discipline is strict. It is one thing upon which we insist
and it is one thing in which the unions have supported us. We are not challenged
in our judgment with respect to disciplinary measures in regard to accidents.
I have had quite a question mark in my mind many times as to whether the
responsible officials had demonstrated to my satisfaction that while discipline
was strict it was absolutely necessary as far as the operation of the train was
concerned. I believe that knowledge throughout the system of the strictness of
the discipline is a very useful thing in the matter of keeping the men on' their
toes.

The CuAlRMAN: Are there any further questions?

Mr. Fuvuron: There is another question which I have and I wonder whether
Mr. Dingle can give me the answer? It concerns the running through three sub-
divisions instead of two. The question was whether when they had to run
through three sub-divisions the runs were not too long—the men became tired
and the practice was prejudical to safety?

Mr. DixcLe: I contacted Winnipeg last night but I have not received a
full report as yet. I think I will be able to file it after lunch.

Mr. Fraser: I wonder, with respect to this check on health, if eye tests for
colour blindness are taken. .

gy
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Mr. Gorbox: Yes, sir, there is a regular routine of medical inspection
- covering all the points you would expect to be covered. In fact I examined a
medical car a few days ago—Thursday, in faet—in Montreal. I went through
the medical car with our chief medical officer and inspected the routine that was
followed. I do not know much about medicine but it is, as I saw it, a very
comprehensive system of testing.

Mzr. Fraser: You might have a check every six months, but anyone who
wears glasses and who is doing a lot of checking on different things will find that
although today his eyesight is good tomorrow it is not so good. I wonder whether
six months is not too long a period and should they be checked every three
months with respect to eyes and health? ‘

Mr. Gorbon: I would not profess to pass professional judgment but our
doctors feel that six month is a reasonable length of time. It is more or less
. the standard interval followed throughout the North American continent. I do
not think unless it was the case of disease that condition of the eyes would
deteriorate in six months.

Mr. Fraser: Well, T am not a medical man, but I would think that in the
case of the engineer and the fireman that it might be something to think about.

Mr. Gorpox: In the accidents we have investigated it has not been shown
the deterioration of eyes has been a factor.

4 Mr. Fraser: I have another question on this matter of traffic control,
. engines, and trains. I wonder whether anything has been done about the sug-
~ gestion I made to the Minister some time ago with regard to luminous strips
running along the side of the cars. On passenger cars they place the strips every
seven or eight feet. A person coming along the highway in a rainstorm does
not then smash into a freight car that has been stalled for a few minutes. We
- have had accidents around Peterboro and ‘there have been accidents in Toronto
and in other places. The poor fellow in the car has very seldom a chance to

be put into effect. I do not know whether I mentioned it when the matter was
raised in the House but thus far the Board of Transport Commissioners have
not seen fit to approve of luminous strips. I do not mean by that statement
that consideration should not be given to it but the board is frequently faced
with all sorts of suggestions. Some of them are good and some are not so good.
From time to time the brotherhoods and other groups make representations
to the board. I think I undertook to bring the matter to the attention of the
board when you brought it up.

Mr. Fraser: I understand that there are one or two railways in the United
States that are using luminous strips and they have a better record in regard
“to accidents than those companies who do not use the strips. The cost per car
is very small.

The CrairMan: May we refer back now to finances. Mr. Adamson, I asked
that the item stand because you had a question, and you were not here when
we reached the item.

Mr. Apamson: Thank you very much. The question I wanted to ask about
finances refers to the item showing the floating of two comparatively long term

- bond issues. One is for $35,000,000 and one is for $70,000,000, and on page 29
you have the equipment trust issue. I would like some statement as to the
different methods of raising meney. This was a refunding of old higher interest
securities. Is it the policy of the railway to go to the public or were these sold

lé obtain damages from the C.N.R. or from anyone else.

: Hon. Mr. Caevrier: I think that on that subject the railways must be guided
E by the regulations of the Board of Transport Commissioners. The Board of
3: Transport Commissioners have to determine whether those regulations should
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to the federal government? What is the method you take of financing thesé

long tgrm securities, and what is the method you take for financing the equipment

trust issue? : :

~ Mr. Goroox: The first issue you mention—the $70,000,000 is an issue we
sold to the public. That was done by exerecising the call provision that existed
in respect of the higher interest—>5 per cent. On a certain day under the contract
we had the right to call those bonds in and we exercised that right and sold an
issue of the bonds to the publie, with the guarantee of the dominion government,
to raise funds to redeem the called bonds. It was just a normal market operation.
We asked certain syndicates of bond dealers to make tenders to us for the issue.

Through the bond dealers bonds are sold to the publie—the lowest dealer’s tender

being accepted.
In connection with the equipment trust those are securities which are of a

different type in regard to maturity. They are much shorter term securities and .

they have specific hypothecation of certain pieces of equipment against the bond.
That bond does not have the guarantee of the dominion government and it is
sold on its own eredit risk with the collateral security of the equipment. Usually
those bonds are bought by a select market of banks and insurance companies.
Technically they could be sold to the public but practically they are not, because
the public is not interested in that type of thing.

Mr. Apamson: What is the length of that trust? :

Mr. Gorpon: That is dealt with on page 29. The last one we sold was
a ten year issue and they are also serial issues. They do not all mature on
one date but they start in maturing year by year and, as they mature, they are
paid off and the relevant security is released from hypothecation.

Mr. Apamson: I am just interested in the method of refunding them. If you
issue an equipment trust issue as against a new diesel locomotive— '

Mr. Gorpon: Yes.

Mr. Apamsox: That diesel or locomotive belongs to the Guaranty Trust
Company.

Mr. Gorpox: Or whatever trust company it is.

As the bonds mature, certain numbers of them mature year by year, and
interest on a particular obligation is paid, it is done in the regular way. They
mature at six-month intervals and interest is payable every six months.

Mr. Apamson: Well then as the capital amount becomes payable on these
bonds, where does that come from? I mean, the road is obviously running at a
deficit. That goes into interest accerued?

Mr. Gorpon: I think I see your point now. T was missing it. Your point is
that as each serial issue matures how do we pay it off?

Mr. Apamson: Yes.

Mr. Gorpox: We pay it off out of borrowings from the government in one
case, or it may be from part of an issue which we float at that time, let us say
an issue for a long term at a fixed price, depending on what our situation is at
that time.

Mr. Apamson: Yes.

Mr. Gorbox: Theoretically—and I put this as purely theoretical at the
mmﬁ]ent—if we had enough earnings we might pay some of these issues off in
cash.

Mr. Apamson: That would be the normal way of doing it, would it not?
Mr. GorboN: Yes.

. Mr. Apamson: There is another point there in which I am interested, and
it is this: you have an equipment trust issue with respect to a particular piece
or class of rolling stock and that is issued for a term of years, and when the time

SRS S
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comes for paying off that trust issue the rolling stock has depreciated very con-
siderably ; now, would it be depreciated to such a degree that it would no longer
be good enough as rolling stock to be hypothecated against another bond issue
at that time? L ‘ ‘

Mr. Gorpon: You mean that particular rolling stock?

Mr. Apamson: Yes. ‘

Mr. Gorpon: Mr. Cooper has just called my attention to the fact that we
have set up also a reserve of depreciation and this is becoming available as a
source from which to pay off or retire these equipment trust issues. :

Mr. Apamson: Then as to the cost of the equipment trust method of finan-
cing, I see by rough caleulation that it appears to be from one-half to three-
quarters of one per cent cheaper than financing through the issue of normal
long-term bonds.

Mr. Gorbon: Well, it depends on how you are borrowing at the particular
time.

Mr. Apamson: Yes, but I see here these are at 2, 24 and so on while your
bond issues are around 3 or up. :

Mr. GorooN: Yes, but there is a different term, a much longer term on
the bonds. I do not think there is a very great variation between the rate on
the equipment trust issues and the rate on long-term bonds in the final analysis.
I see what you mean, but the equipment trust issues are usually for a much
shorter term than the bonds.

Mr. Apamson: What I am driving at is which is the more advantageous
method of borrowing, the equipment trust method or the long-term financing. I
just wanted to know which method of financing was in the best interests of the
road.

Mr. Pourior: Just glancing at the first page there, I see the January issue
was floated at a lower rate than the September issue. I mean the percentage
figures on the January issue apparently were lower than what was paid for
the September issue. I would like to know how much, in terms of dollars, was
paid to the brokers for the January issue as compared to the September issue.
Just glancing at the figures here it would appear to have been substantially more.

Mr. Gorbon: I haven’t got that figure at the moment, Mr. Pouliot, but I
can tell you-that generally speaking the price we obtained for our last January
1ssue was about the same as in the previous vear. These prices are a matter of
market conditions. The way we float an issue, as I said a moment ago, is to
send out an invitation to bond-dealers to tender on specific issues and the lowest
tenderer gets the bid, that would depend on market conditions at the time.

Mr. Pourior: That is not my question, Mr. Gordon; the first issue was sold
at a cost to the company of 3-075 per cent.

Mr. GorpoN: Yes.

Mr. Pourior: And the second issue was at 2-78, at a cost to the company of
2-96 per cent.

Mr. Gorvon: Yes, I see your point.

Mr. Povrior: What I mean is the difference between the 3 per cent and the
3:075 per cent is less than the 2-78 per cent and the 2-96 per cent.

Mr. Gorpoxn: Yes, but you will observe, Mr. Pouliot, that the two issues are
not the same. The first issue is a 3 per cent issue with a term of 17 years and the

second issue at 2-78 for a term of 20 years. The difference in price is represented
by the difference in the term; in other words, one gets a better tender on a 17-year ,

~ bond than one does on a 20-year bond.

Mr. PouLrtor: Yes.
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Mr. Gorpon: And when it comes to marketing, of course you try to adjust
yourself to what the market wants; and at this particular time we were able to
work out a deal which gave us so much for 17-year bonds; and that has a bearing
on our maturity situation as well. Roughly speaking, the price you get on your
issues is directly related to the term involved.

The CuAmrMAN: That is true, Mr. Gordon, but Mr. Pouliot’s question appar-
ently anticipates that the broker receives the difference between the 3 per cent
and the 3-075, the cost to the company. Does the broker always get that?

‘Mr. Pourior: I asked you that because I wanted to know how much the
company paid to the broker. I have asked it before but I could not get an answer
to my statement, and I wanted to know if the rates were uniform, and whether
some brokers were receiving more than others.

Mr. Goroon: Well, I don’t know—

Mr. Pourior: I might say that I am always suspicious about matters of
finance and when something cannot be told about financing operations I always
like to find out the reason why it cannot be told.

Mr. Gorpon: If you would like my personal opinion on that, Mr. Pouliot,
I may tell you that I think-we made a good bargain.

Mr. Pourior: If you say that I believe you.

Myr. Goroox: Thank you. .

Mr. Apamson: There is just one more question I would like to ask about this
equipment trust. Are all your equipment trust issues financed in Canada, or are
some of them outside? ‘

Mr. Gorpoxn: At the moment they are all in Canada.

Mr. Apamson: Does that include all the equipment trust issues for the
Grand Trunk Pacifie? ,

Mr. Gorbon: I do not recollect that we have any equipment on the United
States line companies bought with equipment trust funds. All this equipment
trust issue statement relates to Canadian equipment and has been obtained
through Canadian issues.

The CHAIRMAN: Are there any further questions? I have one in regard to
depreciation: Is a sufficient rate of depreciation provided for out of current
revenues to retire the eapital liability during the useful lifetime of the assets?

Mr. Cooprer: Yes sir, definitely.

The CuaamrMaN: Right, that is all T want.

Mr. Pourior: I wonder if Mr. Dingle could tell me whether any provision
has been made in the estimates this year for the construction of the station about
which Mr. Walton gave me assurance when he was before the committee last
year?

The Cuammax: Might I suggest, Mr. Pouliot, that you defer that question
until we reach the related section in this statement? '

Mr. Pourlor: I wanted to know if it was under consideration.

Mr. Gorpon: If it is in the budget we can give you the information at that
time. b

Mr. Harrierp: I wonder if Mr. Gordon could give us some information about
the land which used to be occupied by the old southwestern station in Montreal?

Mr. Gorvon: The situation there is that we have been talking over an
arrangement whereby certain land that we own is being exchanged for certain
-land adjoining which is now owned by the city of Montreal. The old station
will be removed and our new building will go up west of that point.

Mr. Harriep: What about the land?
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Mr. Goroon: I haven’t got the details on that before me. Mr. Cooper tells
me that it was through an arrangement with the city whereby we are turning over
to them certain land, or property, and they are exchanging property of equal
value with us.

Mr. Harrierp: How much are you getting for it?

Mr. GorpoN: There are quite a few deals of that kmd involved in the
construction of our new terminal facilities there at Montreal.

Mr. HatrieLp: Are there any freight sheds on it?
Mr. GorpoN: Not at that particular point, south of it.
Mr. Harrierp: That is very nice.

Mr. Gorbon: I am informed that in connection with the whole terminal
development there, there are six exchanges with the city that have been worked
out as part of the program. The principle which applies in the development is
that a committee has been set up for the purpose and we sit down with the repre-
sentatives from the city and the real estate board and study matters very
carefully. So far there have been six exchanges of land worked out, and I may
tell you that it is quite an operation.

Mr. Hatrienp: I suppose it costs millions of dollars to get a central station
in a city like Montreal. How much is it going to cost you to get a station in
Ottawa out of the city?

Mr. Gorpon: I think that is something the Dominion government will have
to answer. It will be a big program.

The CHAIRMAN: Are there any further questions on this section?

Mr. Apamson: Yes, Mr. Chairman, under Other Construction Prolectc
What I wanted to ask Mr. Gordon relates to the Mimico yards. These yards
happen to be in my constituency and there have been a number of accidents at
those yards, some of them fatal, and a good many people often wonder why
there have not been more. The centres between the tracks are much closer than
at the Lambton yards of the Canadian Pacific. The yard is not lighted by the
big floodlights with the result that the men working there at night do not have.
adequate illumination, particularly when they are humping, breaking up trains.
Then, too, the main line goes right through the centre of the vard, and at that
place, at Mimico, the through trains are travelling at 60 miles an hour—it is
some distance from there to the Sunnvside station and they really travel, they
have not yet reached a point where it is necessary for them to slacken speed and
they are really travelling. I would like to find out whether it is the intention
to widen the yard by buying land from the provincial government, amongst
others, so that the centres between the tracks can be wiped out. Now, what
happens is this—and I have experienced it myself—one of the train handlers
in the yard is on a car; another car passes him: if there is as much as 6 inches
sticking out from a freight car, say a badly loaded car or for any other reason,
the man is hit; and at night a man cannot see what is coming at him: and the
only really satisfactory way is to widen the distance between the tracks. And
another danger is that as the main line passes through there may be an express
train passing through at high speed and that just means that the train man is

20ing to be sucked off the train if he happens to beé on the track next to the
main line.

Mr. Gorbon: Are you suggesting that the regulations of the Board of Trans-

port Commissioners are being violated at Mimico? If they are, there are very
definite regulations in regard to clearance.

Mr. Apamson: They may not be violated, but unfortunately a man was
killed in this area simply because of the tracks being too close together. The

evidence brought out at the inquest and at the subsequent inquiry. I think,
58815—2
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recommended that the centers between those tracks be widened so that this sort
of accident would not happen again. It was also stated that at the Lambton
vards the distance between the tracks was greater than that at the Mimico yards.

Mr. Gorpox: I take it what you have in mind is a condition which applied
but which is now under rearrangement?

Mr. Apamson: Oh, yes. :

Mr. Gorpon: I wonder if yvou are not referring to the very conditions that
we are trying to improve.

Mr. Apamson: I understood that you were going to do somethmg about those
vards, and I would like to urge now that, if possible, you increase the centers
between the tracks. I feel that is one thing which needs to be investigated.

Mr. Gorpon: If it is an operating matter, Mr. Dingle would be seized of it.

Mr. Apamson: And another thing is that the vards are not flood-lighted. So
I would suggest that in order to improve the safety of those yards, they be flood-
lichted the same as the Lambton yards of the Canadian Pacific.

Mr. DingLE: In respect to the question of track centers, you may be assured,
Mr. Adamson, that the track centers will be in accordance with the standards of
clearance as set down by the board. And as to the main line, one of the purposes
of the rearrangement was to get it clear of the switching area. And I may say
that wherever necessary, flood-lighting will be installed.

TaE CHAIRMAN: Are there any further questions?

Mg. Apamson: Thank you.

Mg. Mort: In regard to the Prince Rupert dry dock, does the Canadian
National still have that under their control?

Me. Coorer: Yes. We are still operating it and we are hoping the Depart-
ment of Public Works will take it over on the first of April.

Mr. Mort: I do not see anything about it in here.

Mg. Cooprer: Oh, that is 1950 business.

Mr. Furron: I wonder if the comptroller can give us the values of the
properties referred to in Montreal which have been turned over to the city as
well as the values of the properties being acquired by the company from the
city?

Mgr. Goroon: That would be a very very big question, Mr. Fulton. We can
give you an answer, but it would take us some time to provide it because of the
great mass of detail.

Mg. Furron: I understood you to say there were six exchanges.

MRr. GorpoN: Yes, but included in each exchange there is a great mass of
individual properties. We call them exchanges merely to identify them in a
particular negotiation. I was looking at one the other day and the papers in it
were that thick (indicating); all deeds, leases concerning little bits of property
which have been under dispute for years. It is really a cleaning up operation
in itself. '

Mg. Furron: Do you think it would take very long to summarize each
exchange with respect to its total value?

Me. Gorpon: I shall telephone to Montreal and we shall make an effort and
see what we can do.

Mr. McLure: Has the hotel project at the Central Station in Montreal
been completed or dispensed with?

Mgr. Gorbon: The hotel operation is still a part of the project, but we have
nothing in this budget which is specifically in connection with it.

Mgr. Harriewp: 1 think you had better forget about it.
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MR. George: I would like to know if the Canadian National Railways have
given any consideration towards removing their tracks in the city of Moncton
" in connection with the town planning scheme there?

MRg. GorooN: I think Mr. Dingle had better answer you.

Mg. DiNGLE: At the moment, it is just in the negotiation stage. The plan
was suggested by the city.

MRr. GeorGE: Has it reached the active stage yet‘?

Mg. DinGLE: It is being considered.

Mr. Fraser: What is the total cost of construction of the new freight ter-
minal at Montreal?

MR. GorpoN: You mean the Bonaventure freight terminal?

Me. Fraser: Yes.

- MRr. Gorbox: In 1947 the estimate for the building was $4,574,378. So far
we have spent $1,020,905 up to the end of 1949, and we propose to spend—and this
will be dealt with in the budget—a total of $1,039,640 during the year 1950.

Mg. Fraser: And does that include the property as well?

MR. GorpoN: Oh, no. That is just the cost of the building and the ’cracks
and everything else, but apart from the physical lands.

Mg. Fraser: Has provision been made in there for a sprinkling system? I
notice that during the last couple of months we have had $30 million of fires in
government buildings.

MRr. Gorpon: Well, Mr. Dingle informs me that our plans contemplate an
entirely fire-proof operation, an entirely fire-proof building.

MRr. Fraser: That may be, but that would not protect the freight which is
in the building. What do you plan to do about that?

Mr. Goroon: We can get that information for you. We cannot at the
moment remember whether a sprinkling system is included.

Mg. Fraser: I understand that here in Ottawa, at the Ordnance Depot, the
fire marshal suggested there be a sprinkling system installed but it was not
installed and they had a fire shortly afterwards.

MR. Gorpon: We can get the answer for you.

Mr. HarrieLp: Will the fruit terminal be included as well?

Mgz. Gorbon: Not in the freight operation, no.

Mgz. Funuron: May I ask about the freight yards at Vancouver. What is the
total cost of them to date? I understand you to say that seventy-five per cent
of that work is already completed?

MR. GorpoN: In connection with the Vancouver freight yards, I understand
we have spent $160,032 and that we propose to spend this year $65,000.

Mr. Fuuron: Will that expenditure be for work only or for acquisition of
property?

Mr. Gorpoon: That covers work only, just the building so to speak. I do not

know whether it includes the property. If we had to buy property, then it
: would be included in those figures.

Mr. FuLron: Are you having to make any arrangement with the Great
Northern Railway there as to the sharing of facilities?

Mr. Gorpoox: Not in this connection.

. Mr. Furron: Have you any plans in contemplation for buying the line from
1 New Westminster to Vancouver? You run over the Great Northern line there.

Mr. Gorbon: We have nothing in contemplation there at the moment.
58815—2}
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Mr. Furron: Your station there is right alongside of the Great Northern
Railway?

Mr. Gorbon: That is right.

Mr. Fuuron: I wondered if there was any property deal or sharing deal in
respect to the yards, or whether they were entirely a Canadian National Railways
arrangement? :

Mr. Gorpon: The yard extension is entirely Canadian National.

Mr. Morr: I would like to have a little more information about the Prince
Rupert dry dock. Do I understand you to say that the Public Works Department
will take it over on the 1st of April? ;

Mr. Goroon: No, in May, was it not? :

Mr. Mott: Is there any guarantee now? I know it has been a very heavy
expense to the Canadian National. It is something which has never paid, and
now it is being turned over to the Department of Public Works. But is there
any guarantee that the Canadian National Steamships are going to get their
work done there?

Mr. Goroon: The arrangement is that the Department of Public Works will
take over the ownership of the dry dock, and the Canadian National Railways
will continue to operate it as their agent.

Mr. Morr: The Canadian National Railways will continue to operate it as
their agent? :

Mr. Gorbon: Yes. In other words, the loss or gain on operations will not
be for the Canadian National account. _

Mr. MotT: You are going to operate it, but the loss; if any will go to
the Public Works Department?

Mr. Gorvon: Or the profit, if there is one. I always have hopes, you know.

Mr. Morr: Thank you. ‘

Mr. Apamson: Just before we leave that, T have two questions concerning
the Mimico yards. What is the cost of the proposed improvements, and have
you got any more property?

The CualRMAN: May I just interject here that during the last half or three-
quarters of an hour practically all the questions have been questions which
should have been asked under the estimates items. And I wonder if under the
budget items you will not reach the same things.

Mr. Giuuis: That is exactly what I am waiting for.

The CramrmAaN: So I suggest that it would help the work of the committee
if those budget items be held over so that we might clean up as quickly as we
can the balance of the items in the report, and then get on with the budget.

Mr. Apamson: I thought that the Mimico situation was specifically stated
and mentioned in connection with this particular item.

The CuaalrMAN: I know.

Mr. Cavers: Dealing with the International Aviation Building in Montreal,
may I ask what revenue the Canadian National Railways will derive from the
erection of that building?

Mr. Gorpon: That again is a matter of the budget. But we will answer it.

The Cramrman: If it comes under the budget, I think we would make much
better progress if we cleaned up the few remaining items in the report and got
on with the budget items after that. Is “Equipment” carried?

Mr. Furron: No. Under the heading of “Montreal Terminal”, it says at the
very end:

“Plans are also being developed for the construction on this site of an
office building and hotel.”
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The CuamMAN: That will come under the budget items.

Mr. Furron: I understood the president to say that those plans are not
at all definite.

Mr. Gorpon: No. You will find in the budget items that they deal with the
cost of our plans. I should be glad to tell you about them when we come to that
specific item in the budget. The Montreal terminal is a very big project.

Mr. Fuuron: I would like to know whether or not the plans to build the
hotel are final and that the Canadian National is going ahead with that
intention?

Mr. Gorbon: We have no final plans about the actual erection of the hotel.
Before doing that, we would have to come to this committee for an item in the
* budget to provide for it. At present we are concerned with the cost of planning.
We would have to take it up with the minister before we could bring it before
this committee, and then come here with a definite recommendation in regard
to the erection of this building or hotel. It is part of the project at the moment.

Mr. Fururon: Before you proceed with the building, or even decide on the
type of building, there would be a recommendation to this committee. But at the
present time it is a part of the project, and the company desires and intends, if
authority is given, to go ahead with the project. That is what I am asking?

Mr. Gorbon: It is a matter which the Canadian National management
would have to discuss with the government and the government would have
to make the decision. And then the question of financing it would have to come
before this committee.

Hon. Mr. CHEVRIER: I believe that some two or three years ago this com-
mittee discussed the project of the Aviation building, the office for the Canadian
National Railways, and also the hotel, at some length. The government gave its
approval to the overall project and told the Canadian National Railways to
proceed. After the officers had gone into it carefully, it was agreed that the
Aviation building would be built immediately, because there was a great need
for it. The other two projects are being studied. But when the Canadian
National Railways are ready to proceed with them, I surmise that they will
submit the matter to the government, and that it would be included, if approve
by the government, in their budget. o

Mr. Furton: So no final step has yet been taken?

Hon. Mr. Curvrier: There is certainly no final step yet about the hotel.
I would think that the railway officials would first want to know what expendi-
ture would be involved and similar information for the office building, because
the cost of these two buildings would be much more now than it would have
been when they were originally proposed. I think what Mr. Gordon had in
mind in the budget was that there is an item in there for plans and specifications.

Mr. GorboN: And for rearrangement of the tracks, and so forth. But it
will be dealt with in the budget.

Mr. Harrierp: In respect to this new equipment—

The CHATRMAN: Does “Montreal Terminal” carry?

Carried.

Now, “Equipment.”

Mr. Harrierp: On page 12 under the heading of “Equipment,” T notice
the item of “368 overhead type refrigerator cars.” Just what do you mean
by that?

Mr. GorboN: Again, the details of that item appear in the budget. In fact,
all of those items. What particular item are you referring to?

Mr. Harriewp: I refer to page 12.
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Mr. Gorbon: Yes, but there are two. Are you talking about these overhead
type refrigerator cars?

Mr. Harrierp: Yes.

Mr. Gorbon: Perhaps Mr. Dingle would give an explanation of it.

Mr. DingLE: Those are what we call the overhead type, where the ice is
put in throughout the whole length of the car as distinet from the end bunker
type.

Mr. HarrieLp: How are those cars heated?

Mr. DincLe: They are heated by underslung heaters.

Mr. Harrierp: Thank you.

The CrAIRMAN: Does “Equipment” carry?

Carried.

Mr. Fraser: May I ask about the flat cars for Newfoundland. Are they
single gauge? i

Mr. GorboN: No, narrow gauge. They would have to be narrow gauge or
they would not run. :

Mr. Fraser: Are you going to widen the tracks in Newfoundland?

Mr. Gorbon: We have no intention of widening the tracks.

Mr. FuLton: The equipment on order at the end of the year the delivery
of which is expected in 1950 would not be reflected in the 1950 budget? This
would be reflected in the 1950 report?

Mr. Gorpon: Yes, in the 1950 report; they would not be in 1949 operations
because we only pay for them on delivery; so you will find in the budget that
we are estimating how much of this equipment will be delivered in 1950 and
what the cost will be.

Mr. Furron: Did you not budget for them in 1949?

Mr. Gorbon: Yes, but they are in the budget under what we call a revote.
All the items budgeted for but not spent come in the following year’s budget
as revotes. Mr. Cooper is reminding me that I am not technically correct about
equipment which is contracted for under equipment trusts. Would you explain
that, Mr. Cooper?

Mr. Cooper: If equipment, such as this, was included in the 1949
budget and the financing is to be through an equipment trust issue then we have
sufficient authority both as to the buying of the equipment and the financing
of it. We shall not come back to this committee with respect to that kind of
carry-over.

Mr. Gorpon: I think the issue of the equipment trust itself is shown in
the budget. :

Mr. Coorer: Not with respect to the equipment which was in the 1949
budget. As far as the equipment which was authorized in the 1949 budget is
concerned, we do not have to come back to this committee for further authority.

The Cuamman: The reason being that that authority is a borrowing
authority and not a spending authority?

Mr. Coorer: There is a provision in the Canadian National Railways Act
that when this committee, or Parliament, has approved of twenty-five per cent
of the cost of new equipment, then the railway company has authority to finance
the remaining seventy-five per cent by an equipment trust issue.

Mr. Fuuron: What I had in mind was this: the last part of the paragraph,
does not forecast or reflect your equipment program for 1950, this is all
a carry-over from 1949.

Mr. Coorer: Quite right.
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3 Mr. HarrieLp: What improvements are contemplated on the Temiscouata
Railway?
"~ The CualrMAN: May I clear up the next two items?

Mr. Apamson: Is this new equipment, all financed under equipment trust
issues, or what part of it is?

Mr. CoopEr: Speaking broadly all our new equipment is financed by equip-
ment trust issues; (certain items of work equipment and that sort of thing are
excluded from the trust and dealt with through our ordinary budget). With
respect to equipment which is to be included in an equipment trust issue, twenty-
five per cent of the cost is provided through the ordinary financing of our capital
budget and seventy-five per cent by the issue of trust notes.

Mr. ApamsoN: In other words, this committee is responsible for the expendi-
ture of twenty-five per cent.

"Mr. Gorpon: Responsible for all of it.

Mr. Coorer: You are responsible for the authorization of one hundred
per cent but as to its financing only twenty-five per cent of the cost is in the
annual financing act. As to the remaining seventy-five per cent, we have
statutory authority to issue equipment trust notes and we use such authority.

Mr. Apamson: So in this budget we will be coming to in due course, only
twenty-five per cent—

Mr. Coorer: The budget will show one hundred per cent.

Mr. ApamsoN: Yes.

Mr. Coorer: But the Canadian National Financing and Guarantee Act
of 1950 will only include twenty-five per cent, the remaining seventy-five per
cent being covered by the existing authority. To repeat, the 1950 budget will
show the full amount, one hundred per cent of the cost of new equipment, which
we are proposing to acquire.

Mr. Fuuron: Twenty-five per cent is paid in cash. Does that come out
of the depreciation fund?

Mr. Coorer: To some extent, it is a rather involved affair. We have
additions and betterments; we have new equipment; we have various kinds of
capital requirements, and it is against the gross requirements we apply the
funds which we have as a result of depreciation accruals. While probably
the depreciation reserves might logically be applied more specifically to new
equipment, they are not specifically earmarked for that purpose.

Mr. Morr: I would like to ask a question about these 1000 forty-ton auto-
mobile cars? Are they specially built cars with equipment in them for stacking
the automobiles or do they still have to continue at the factories to put in their
own equipment built out of wood to hold the frameworks?

Mr. DinGLE: No, they are not equipped with any special device for loading.

Mr. Morr: In the United States they are. Is not one of the complaints in
flhis country in connection with the handling of those cars that the cost is so
igh? . '
Mr. DincLe: We decided to stay away from that particular equipment for
the reason that the car, when so equipped, is tied up and not suitable for a
return load. We get better utilization from our equipment if we do not equip
these cars with the special device you speak of.

Mr. McLure: I want to draw to the attention of the president that during
the last two or three weeks the farmers and shippers of Prince Edward Island
have taken a real beating with regard to the shortage of refrigerator cars. Now,
my complaint against the management of the railway is this: that they did not
beforehand look into the conditions and have these cars in readiness for the long
haul shipments that are of a great benefit to the Canadian National Railways
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and of greater benefit to the farmers and shippers of Prince Edward Island.
Now, the information that came through when we asked the question regarding
the shortage of refrigerator cars,—and I am not blaming the minister at all with
reference to this; I only blame him for one thing, and that is believing the infor-
mation he got was correct. I knew it was absolutely wrong, and if he had taken
my information and forced the Canadian National Railways to get those cars
at an earlier date, we would not have had this extreme shortage with a resultant
great loss to shippers. Even up to today there is still a shortage of refrigerator
cars for the shipment of potatoes, and the people down there, the shippers, cannot
accept orders; they are turning them down. I have a telegram today from
Toronto in which one man says he had ordered eleven cars, and the shippers
said: we cannot deliver or we cannot guarantee to deliver them until we take
care of our back orders due to the shortage of reefer cars.

Mr. Gorpon: With your permission I would like to read into the record a
letter which was sent by the director of transportation of Department of Industry
and Natural Resources of Prince Edward Island. It is addressed to Mr. J. C.
Lessard, Deputy Minister of Transpcrt, and I have been furnished with a copy.
It reads

March 10, 1950.
Mr. J. C. Lessard,
Deputy Minister of Transport,
Ottawa, Ontario.

Dear Mr. Lessard:

Re Refrigerator Car Situation

Recently statements have appeared in the press to the effect that the
refrigerator car situation on Prince Edward Island is the worst for some
years.

The real facts are that during the past several months we have
had the best refrigerator car situation here for some years and I, for one,
have no hesitation in going on record as stating that the Canadian
National Railways have done everything in their power to aid us in this
refrigerator car situation. I feel very strongly that they should be given
full eredit for this and to my personal knowledge the Canadian National
Railways officials at Charlottetown, at Moncton, and at Montreal, have
given every attention to this matter and I feel very confident they will
use all means within their power to aid our shippers in the months of
March and April. The captains and crews of the M.V. Abegweit have
also done a fine job and here I might call to your attention the fact that the
increased capacity of the Abegweit as compared with the capacity of the
Prince Edward Island has been a big contributing factor in enabling the
larger number of cars” of potatoes and turnips to be moved this season
with resultant advantage to farmers here as well as to the consumers in
other parts of Canada and those in the United States who need our seed
potatoes on account of their virility and disease free qualities.

There has been an increase in railway car shipments, to date this
season as compared with the same date last season, of over 900 cars.
This is accounted for by an increase of about 300 cars potatoes and
600 cars turnips. Following are the figures as at this date 1950 compared
with this date 1949. 1950 is 4761 cars potatoes vs 4420 for 1949
this date. Turnips 1950, 1534 as against this date 1949, 926. The
increase in water shlpments from P.E.I ports this season 2891 cars
as against 1430 cars a year ago.
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Admittedly we are going to need a lot of cars for the balance of
this month and for April—and urgently need them—and it will be
necessary for the railways to use extra efforts and this I feel they will do.

I feel very strongly that the Canadian National Railways should
be given full credit for the fine over-all job they have accomplished up
to date during the present potato and turnip shipping season, and I have
absolutely no hesitation in saying so.

We have our difficulties here, and lots of them, and this letter has
no bearing on such matters as freight rates, schedules, or other matters
that we may have referred to in various submissions before the Royal
Commision on Transportation or the Board of Transport Commissioners,
or anywhere else.

If you wish to give a copy of this letter to the Canadian National
officials in Montreal you are at perfect liberty to do so and if so I trust
that you will tell them that we sincerely hope they may be able to
keep up the good work as the next six weeks will witness a very large
volume of shipments. There is a lot of seed to go yet to the United
States on which there are planting time limits and this is in addition
to a large volume of table stock to certain parts of the United States
as well as to Canadian points for human consumption.

With best wishes and thanking you for the courtesies always received
from your good self and from your department, I am

Very sincgrely yours,

(Sgd.) B. GRAHAM ROGERS,
Director of Transportation.

. In the light of that statement, Mr. Chairman, I suggest there can be no
justification for a complaint that the Canadian National Railways system

hafs not done all in its power to meet the situation to which Mr. McLure
refers.

Mr. McLuge: 1 acknowledge they have done a good deal, but they should
haygegeen prepared for this beforehand, and not have left it until the shortage
existed.

Mr. Goroon: As I understand it, Mr. McLure, and I am now speaking
from history, this is an annual complaint that comes up regularly, and as
far as I can see from my short time and the evidence I have just submitted,
whatever complaint may have been justified in the past is not justified under
current conditions.

Mr. McLure: How is it then that there is a shortage there today?

Mr. Goroox: I do not admit any shortage.

Mr. McLure: Well, you have got to admit it when a man cannot fill
his orders due to a shortage of cars.

Mr. Gorpon: You must remember that in handling a bulk movement of
that kn'nd that comes in a short period, there are transportation difficulties
that will arise, but as long as you are getting service that will move your
supplies, potatoes et cetera, in a reasonable time—and competent officials
advise me that is so—I do not think your complaint is justified.

Mr. McLure: To show you the shortage is still there—and while we have
no objections to New Brunswick getting the benefit of the shortage—of all
these orders that were coming through to Prince Edward Island, ninety per
cent of_ them have had to be reversed, cancelled and shiped from New
Brunswick. Now, that is all right, but I am just using that to show you,
Mr. Gordon, that the shortage is there, even today.
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Mr. GorboN: My information is that in point of fact, the loadings are
taking place just about as fast as the shippers can handle them.

Mr. McLure: But if those arrangements had been made beforehand, in
plenty of time, it would have been much better. Now, the official who wrote
that letter, and it is a very nicely written letter—

Mr. Gorpon: I may say to you, Mr. McLure, that it is not a coincidence
that I have the letter with me; I expected to make this reply.

Mr. McLure: We had it recorded in the House the other day.

Hon. Mr. Cuevrier: I did not read it all but I read part of it.

Mr. McLure: I had a copy of it myself.

Hon. Mr. Cuevrier: What I was going to add was this. The position is that
there are 1,000 cars more, roughly speaking, available for turnips and potatoes.
this year than there were last year.

Mr. McLure: That is true, but there are more potatoes.

Hon. Mr. CHEVRIER: Your position last year was that we were doing pretty
well.

Mr. McLure: Yes, but this year we had 900 more cars of turnips than last
year and 1,000 more cars of potatoes. We still want 1,000 cars down there to
move what should be moved before the 1st of April.

Mr. Goroon: Our operating record shows that we have, day by day, had
more cars than you are ready to load. Furthermore, and I say this emphatically,
the service provided to Prince Edward Island has been better than that provided
anywhere else in the maritimes.

Mr. McLure: You say there are more cars than—

Mr. Goroon: Than you are ready to load. There are more cars than you
were ready to load during the last three months. Those are operating statistics.
I have not been down there myself and I have to depend on reports but that
is what the reports show.

Mr. McLugre: If that were so there would be no shortage?

Mr. Goroon: That is exactly what I mean; there is no shortage.

Mr. Harrienp: From my own experience I know that there has been a
shortage from October until now. I just received one telegram complaining
about it this morning.

Hon. Mr. CuEvRIER: Are you speaking for Prince Edward Island or New
Brunswick? Y

Mr. HarrieLp: For New Brunswick. The C.P.R. admit the situation but
say that they have sent more of their reefers to British Columbia and that was
done on account of the cold weather out there. They have never got the cars
back.

Mr. Goroon: Let me ask you, Mr. McLure, what your loading capacity
per day is? .

Mr. McLure: Well, according to the report that came through the honour-
able the minister a short time ago, we wanted at least fifty cars per day for the
next forty days to move the crop before the 1st of April.

Mr. Gorpon: Can you tell me how many cars you load per day? Then I
will tell you how many ecars we have got, but I want you to answer me first.

Mr. McLugre: That is quite easily answered.

Mr. Gorpon: How many can you load per day?

e Mr. McLure: We can load one hundred.

Mr. Gorpon: Just let me ask my operating vice president how many cars.
there have been available.
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Mr. Dincre: I do not have the specific number of cars available each day,
but it has been well over two hundred in many cases.

Mr. McLure: But if you load them all today how many have you got
tomorrow? ‘ '

Mr. DincLE: You do not load them all today. Our experience has been that
the capacity per day has been about sixty cars.

Mr. Gorpon: We have had that many in every day.

; Mr. McLuge: But those cars go out and you have not got sixty for
tomorrow.

"~ Mr. Goroox: Our experience shows that there are two hundred cars in
the pool all the time. If you load sixty in a day there are others constantly
coming in for you to load. There may be spotty cases where it is not so but
that is definitely the report which my officials give me. In the light of that
situation I want to take you very seriously and to challenge you very definitely
on the complaint about which you speak because I do not think it is a fair
statement with respect to the C.N.R.

Mr. McLure: Mention any part of my statement that:is not fair?

Mr. Gorpon: My point is this. I say that we have given you excellent
service; we have given you an adequate number of cars; and you have not
demonstrated that there is reasonable justification for your complaint. I suggest
that the evidence I have submitted to the committee is much more factual
than yours, and carries much more conviction than the general statement which
you have made.

Mr. McLugre: It may, coming from you and not from me.
Mr. Gorpon: Well, I am supporting it with reports here.
Mr. McLugre: So could I, if I had brought my reports down.

Mr. Goroon: May we leave it this way? I de not wish to get into a
debating contest with you but I am genuinely anxious to meet any legitimate
complaint which you have. If you will supply me with information that will
show that in any way what I have said to you is not true, then I will personally
examine the situation and find where the difficulty lies.

Mr. McLure: I will do likewise. I will go further. If you can bring any
records which show that I have not facts of the highest order I will apologize.

. Mr. Gorpon: If you are right I will pay for your luncheon in Montreal but
if I am right you will pay for mine. I have got to get something out of it.

Mr. McLugre: Count yourself booked up to pay for my luncheon.
The CuaRMAN: Having arranged this Montreal appointment may we go on?

Mr. Harrerp: Has not your road sent more reefers west this year—in
January, February and March?

Mr. DincLe: There have been a few, and return movement has been slow.

Mr. Harrmerp: The return movement has been slow for one reason. Most
of thgse potatoes loaded in Prince Edward Island are going south to South
. Carolina and Georgia. When the car gets down there it is unloaded and when
it is unloaded there is put in a return load of fruit. It is iced and shipped
north in moss. Then, when you get the car back it is full of ice and not
suitable for handling potatoes. Tt takes four or five days to get the ice out
of it at your terminal point. Now, if that ice and moss were not in the cars
you would have a better supply of cars.

Mr. Gorpon: You would not suggest that we should bring the car back
empty ?

Mr. Harrierp: No, no, no.
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Mr. Gorpon: What is a practical suggestlon to eliminate the condmon of*
which you complain?

Mr. HarrieLp: You should have a far better idea of where your cars are
located so that they can be brought back in the best possible condition. If
the fruit goes to Boston, or New York, or even to Toronto you should know
where the car is.

Mr. Gorbon: We do know where the car is but I am not sure whether
we have control over the movement of it to that extent.

Mr. DingLe: We know where every car is every day but we cannot control
the car when it is in the hands of the American railroads. We have appealed
to the A.AR. to speed up the return of our cars and they have taken necessary
steps to deal with the situation.

Mr. Harriewp: I will say that the railways do not seem to have the com-
mand of their cars which they used to have. I have had occasion to have a
car shipped to Dallas, Texas. That is a long haul. 1 gave notice to the
railway a week before the shipment and they supplied me with a Canadian
car to make the shipment when they had lots of American reefers on hand.

Mr. Gorpon: Let me tell you this—

Mr. Harrierp: Why was that car sent to Dallas Texas, when the Lord
only knew when you would get it back?

Mr. Gorpox: This question of interchange of cars is a current and daily
problem in the railway. We get exactly the same complaint from the American
railroads in connection with cars loose in Canada. In fact a few years ago it
became so extreme that efforts had to be made through diplomatic channels
to get over an embargo which the American controller at that time placed
on the use of American cars in Canada. It is a constant daily fight and all
I can say is that I think we have a fair share in the fight and we get a
reasonable response in connection with cars which we have in the United States.

Mr. HarrieLp: Again there is a decided shortage of reefer cars in my
provinee.

Mr. Goroon: I deny that Prince Edward Island is short of reefer cars
and I continue to deny it.

The CuarMaN: In order to resolve this matter it has been moved and
seconded that Mr. Hatfield be added to this dinner appointment in Montreal.

Mr. HarrieLp: Well, wait a minute, I want to get through with this. You
send cars to Prince Edward Island and then you take them away from there
to other points and, as a result, you then have to send in additional cars and
you cause a shortage in New Brunswick.

Mr. Gorbon: May I point out to the committee the fact that Mr. Cooper
calls to my attention that today we have 4,057 refrigerator cars in our equip-
ment. That is as of December 31, 1949, but on December 31, 1946, we had
only 3,198 refrigerator cars. We have added 25 per cent to our equipment
and therefore the service should certainly be better, despite your nostalgic
memories in regard to previous days, Mr. Hatfield.

Mr. McLure: But you must also remember we have 50 per cent more
potatoes to ship and 100 per cent more turnips to ship than we previously had.
You cannot ship them in the same quantity of cars that you had ten years ago.

Hon. Mr. Cuevrier: But you have 1,000 more cars than you had even
three years ago.

Mr. Fraser: Mr. Hatfield brought out the fact that the company used a
Canadian reefer car when there was an American reefer car available.

Mr. Gorpon: That is one statement which I am not going to dispute until
I have the facts but I am personally satisfied, from similar statements I have
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examined, that there must have been some good reason. I do not know what
the reason was but there must have been a reason. I am firmly convinced that
the operating officials of this system do operate with common sense and when I
hear a statement that does not make sense then, like Mr. Pouliot, I am suspicious.

Mr. Fraser: I have never yet found Mr. Hatfield to be wrong in a
statement. .

The CHAIRMAN: Are there any further questions on the matter of
equipment?

Mr. Apamson: Yes, I would like to ask a question just as soon as the
refrigerator car matter has been resolved.

- The CmARMAN: Go ahead, please.

Mr. Apamson: I want to ask Mr. Gordon whether he has any figures on
the improvement in operating costs of new equipment as against old equipment?
In other words, does the new modern box car operate more efficiently, or have
you any yardstick for measurement? ]

Mr. Goroon: Yes, we have figures from our research and development
department although I do not know that they dre available here. You see, under
our system of operation, this is what takes place. When the operating depart-
ment asks for equipment they have to support the reason for it with various
statistics in regard to operations. Our research and development department
also operates through the budget committee which we set up and their job is to
examine the economics of the proposed new equipment. Unless they are satisfied
that the new equipment will effect an operating economy, on their method of
comparison—and they have very detailed ways of making comparisons, the
item is challenged. I shall try to supply you with some information; T am not
sure that we can demonstrate in every case the percentage of improved efficiency
in respect of new equipment versus old.

Mr. Anperson: This committee is being asked to vote a very considerable
sum of money for the operation of the railway. Now I think it is a very pertinent
fact that we should find out how this new equipment increases efficiency so that
the committee may decide how much more new equipment would be desirable,
and how much more capital expenditure would be desirable now to improve or
increase the over-all efficiency of the service. I am basing my remarks on a
statement made by the American Association of Railways, the A.A.R., and
particularly by the Chesapeake and Ohio Railway, the officials of which went
into the thing in some detail. I think the statement made by the head of that road
was, ‘“we cannot afford not to modernize”; and I think it would be very
pertinent information to have. You take a simple matter, one which is advertized
quite generally, the use of ball bearings on ordinary box cars; would that
increase efficiency in operation to the extent the Timken Company claims it
does? Could they carry as heavy freight in the wintertime as they do at other
seasons of the year? I think we should have information of that sort so we can
form a judgment as to whether it is desirable to increase our capital expenditures,
to go ahead with an even more elaborate scheme of modernization than you
contemplate now, from the point of view of making economies in operation; if
economies will be substantial and operation efficiency is to be improved in that
way rather than continuing to use the old equipment. I am just wondering
whether any of your officials could give us some ideas on that.

Mr. Gorbon: It seems to me that what you are asking for would keep this
committee in operation for months. As a matter of fact, I suggest you move
right into our offices in Montreal and stay there if you want to get the complete
_answer. I do agree with you, however, that it might be possible for us to bring
in information as to improvements and economies which may be expected
through the use of new types of equipment. But after all, that is essentially a
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question of management, and I think you may reasonably conclude that the
officials of the railway are exercising’ good managerial sense in their purchases;
and that they will, as a matter of good managerial sense, keep the importance
of such matters consta.ntly before them.

Mr. ApamMsoN: Yes.

Mr. Gorpon: That is a continual operation, but that is vmanaﬁgement to
which you are referring.

Mr. Apamson: I have seen figures published, not only in the annual state-
ments of the American railways but in advertisements by American railways,
of just this sort of information; and it seemed to me that if it could be done
there it could be done here. There is just one other thing on which I would
like some information. I think you have the figures on the percentage of rolling
stock, particularly of freight handling stock, which is 5 years, 10 years, 15 years,
or 20 or 25 years old, or even over that. I think you have those figures.

Mr. Gorbon: We could give you that in just a moment.

The Cuamrman: I wonder if it would speed up the work of the commlttee
if that were to be supplied later.

Mr. Murcu: I wonder if I may ask this questlon Do I understand from
this report that the road does not anticipate in 1950 the addition of any tank
cars? I notice that— .

Mr. Gorpoon: That, again, is a budget item.
The CuamrMaN: That is a budget item, Mr. Mutch.
Mr. Murcs: I just noticed it on this page.

The Cuamrman: But you see that will come up for discussion again when
we are on the budget items.

Mr. Murcu: 0.K.

Mr. Pourior: I have a simple question to ask: What is the difference in
weight between one of the old box cars and a modern freight car?

Mr. Gorpon: It depends on what you mean by a modern freight car.

Mr. Pourtor: Let us say a metal freight car as compared with one of the
old box cars.

Mr. DingLE: They are very closely comparable, Mr. Pouliot.

Mr. Goroon: The old wooden box car?
~ Mr. Dincre: They are about the same, taking into account the difference
in size.

Mr. Pourior: You say they are about the same in the matter of cost of
hauling?

Mr. Gorpon: In hauling?

Mr. Pouvrtor: Yes.

Mr. Gorpox: I understand they provide better and more efficient operation.

Mr. Pourior: I know, but I wanted to get the cost of hauling.

Mr. Goroon: The modern box car is a much more efficient vehicle than
the old box car; it is easier to haul. For instance, there have been improvements
in regard to trucks and things of that kind.

Mr. Tromas: I want to ask a question about tank ears. Is it a practice
of the oil companies themselves to furnish oil tank cars which they use?

Mr. Goroon: Yes, that is right, the oil companies get them on a rental
basis and provide the cars to us. They furnish their own cars.

~ Mr. ForuwerL: I have one other question about equipment. I notice here
with regard to locomotives that you expect in 1950 so many diesel engines,




RAILWAYS AND SHIPPING 9%

including three electric locomotives; as a matter of policy are we to take it that
the management of the Canadian National Railways are not going to purchase
any more steam locomotives? -

Mr. Gorooxn: I made a statement on that yesterday and I think the point
is very well covered. The amount that we propose to spend and the actual
number of diesels and so on will be in the budget. Perhaps there is one item
to which I should refer. Take the tank cars shown in that statement, those
are tank cars which we are purchasing for our own service, for servicing our own
requirements.

- Mr. Carter: Would it be possible to table a statement of the new equipment,
or all the equipment which is supposed to be delivered to Newfoundland?
Mr. Goroon: It will be in the budget in detail.

Hon. Mr. CuevriEr: You will get a copy of the budget after we pass this
report.

Mr. Pourior: Mr. Chairman, would it be possible for the management to
supply diesel locomotives for switching use in yards generally? There are
many small places which are very much annoyed and inconvenienced by what
we know as the smoke nuisance and the use of diesel switchers would overcome
that difficulty. Is it the intention of the road to make such equipment generally
available?

Mr. Gorbon: That is a part of the whole dieselization program. We have
been sending a number of diesel switchers to the various yards. We are
increasing their use as rapidly as we can.

Mr. Pourior: It is part of your program?

Mr. Gorpon: It is a part of our program to add a certain number each year,
yes.

Mr. Pourior: I would be very pleased if we could have one at Riviere du
Loup in the near future.

Mr. Gorpon: I will make a note of that, Mr. Pouliot.

Mr. McLugre: I understand it is the policy of the Canadian National to
dieselize the Prince Edward Island Railway?

Mr. Goroon: It has been done, hasn’t it?

Mr. McLuge: Well, there was a shipment down there of twenty diesels last
year but eighteen of them were returned because they were no good. I was
wondering if they are to be replaced.

Mr. Gorpon: Our program was a little delayed because our first set of diesels
were unsatisfactory, but I thought they had been replaced. Is that going to
be completed this year, Mr. Dingle? ¢

Mr. DinGLe: Yes, it is under way now.

Mr. TrHomAs: Are these diesels made in Canada?

Mr. Gorpbon: No.

Mr. Tromas: The engines too?

Mr. Gorbox: Well now, wait a minute; which ones are you referring to?
Mr. TrHomas: The switchers are all Canadian, but how about the main line?

Mr. GorboN: Again, that is a matter which will be found in the budget items.
The CrAmrMman: Carried.
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Newfoundland Railway— ABALEY
Mr. CarTER: Before you leave this item I have a list of questions here.
The CrarrMAN: Are they questions which could be put on budget items?

Mr. Carter: I should like to make my statement. I am the only Newfound-
land member on this committee and at the rate we are going it may be tomorrow
or some time after that before the budget items come before the committee and
it may not be possible then for me to ask what I want to.

The CrAalRMAN: I think it will be a convenience to all members of the com-
mittee if we allow these items to pass and then take up the matters to which you
refer when we come to the budget items.

-

Temiscouata Railway—

Mr. Fuvron: Mr. Chairman, if a member has a question to ask about the
Newfoundland railways I think he should have an opportunity to ask it.

The Caamrman: I thought we had gone into that rather thoroughly yesterday.

Mr. Furton: I was going to suggest that we might hear the questions before
the item is earried.

The CaarrmaN: I am not closing off discussion for a minute. I am just
suggesting an orderly procedure, subject to the wishes of the committee. Unless
we hurry along we will not be able to reach the budget items by this afternoon.
I understand that these are items which will come up for discussion when we
have the budget before us.

Mr. Mort: But suppose they are not in the budget?

Hon. Mr. CaHEvRIER: Let us agree right now that if they are not in the budget
we will deal with them. That was my suggestion when Mr. Muteh brought the
matter up yesterday; that we would go along in an orderly fashion, and if there
was anything any member wanted to discuss which was not covered in the budget
items we would take it up as a miscellaneous item at the end. There is no inten-
tion of cutting off any discussion here.

- Mr. Mort:-But he may have something he wants to bring up which will not
be in the budget.

Mr. Carter: I should like to say I consider it will not take any longer to
answer these questions now than it would take if I asked them on the budget,
and I intend to ask them.

Mr. Fraser: Why not take them now?

Mr. CarTER: Another thing. Arising out of the reply to these questions I
may require to ask some supplementary questions on budget items.

The CramrMAN: It would bé hardly fair to the other members whom I asked
to stand down and wait till the proper item of the budget was before us.

Mr. Pourior: No one objects.

The CualrmAN: Go ahead.

Mr. Carrer: 1 have a lot of questions.
The Cramrman: All right, let’s hear them.

Mr. Carter: I would like to start with a supplementary question arising out
of an answer to a question I put yesterday. The revenues from rail services were
given as $5,869,000, would it be possible to show how much of this was due to
passenger rates?
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Mr. Gorpon: You asked a question yesterday about the revenue and operat-

~ ing figures with regard to rail service in Newfoundland. I have the answer to
 that here:

“Sessional Committee on Railways, owned operated and controlled
by the government. .

Question by: - Mr. C. W. Carter

Newfoundland Railway services—nine months ending
December 31, 1949.

Other Net

A Revenues Ezpenses Charges Loss*
ERBE  Bervice ... ..iveih it $5 869 683 $ 7 437 676 $79 323 $1 647 316*
- Express 274 798 166 854 553 107 391
- Telegraph 515 632 745 923 4 235 234 526*
IR Y o R e G R DL 1 096 382 1 990 073 13 068 906 759*
Total $7 756 495 $10 340 526 $97 179 $2 681 210*

*Figures in red.”

Mr. Carrer: It is arising out of that information that I ask this question.

Mr. Gornox: You want a breakdown showing railway revenue from passenger
service as separate from freight and other items?

Mr. CarTER: Yes.

Mr. Gorbox: We can get that for you.

Mr. Carrer: Then I should like to have, if possible, a breakdown under
-steamship operation showing the details—I understand steamship operation shows
a deficit of nearly a million dollars, $900,000 odd?

Mr. Gorbon: Yes. )
Mr. Carter: Is it possible to show the amount with regard to each different
 ship, and to show which ones paid for themselves and which did not?

Mr. Goroon: Each of the boats, you mean?

Mr. CarTER: Yes. :

- Mr. Goroon: We could give you that. We would have to send to our
Newfoundland division to get the figures. I would hope I could get it this
‘week; but if that is satisfactory to you I will undertake to supply the figures
'to you in due course.

. Mr. Carter: That is very well, thank you; there-is no urgency about the
matter but I would like to get the answer.

Mr. Gorpon: Before we pass on, what I am really saying is that T wanted
to find out if it is possible to get it. I am not sure at the moment whether
we can get it for you ship by ship, but we will give you such information as
we can when we find out what is available.

Mr. Carrer: Thank you very much. Now, I would like to get back on
the main line.

The Cramman: Go to it.

Mr. Carrer: The statement here in your report states that you have fourteen
ships providing freight and passenger service. Has the C.N.R., having regard
to the Newfoundland branch, requested additional ships for this service?

Mr. Goroon: Yes, they have.

L l.\?’lr. Carrer: And have any arrangements been made to supply additional
ships
. Mr. Goroon: The question of the number of ships is still under consideration;

We have not as yet reached a decision on the matter.
58815—3
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- Mr. Carrer: Might I inquire how many ships have been requested? ,
. Mr. Gorpox : One ship has been requested on the Canadian Natlonal service,
plus the ferry which we mentioned yesterday )

Mr. Carter: Is that all?

Mr. Goroon: That is all.

Mr. CarTer: Then, as to the coastal ships, are they covered by the shlppmg
regulations or the Board of Transport Commissioners, and by the Shipping Aect

of Canada? .
Hon. Mr. Cuevrier: What was the question? I am sorry, I wasn’t following

you. : ;
Mr. CarTER: Are these ships covered by the regulations of the Board of

Transport Commissioners? "y
Hon. Mr. Cuevrier: No, they are not.
Mr. Gorpox: Would you repeat your question?
Mr. Carter: The ships which are operating in the Newfoundland coastal
service.
Mr. Gorpon: Yes.

Mr. Carter: Do they come under the shipping regulations of the Board
of Transport Commissioners? In other words, do those regulations apply to

Newfoundland?

Hon. Mr. Cuevrier: No. The Board of Transport Commissioners do not
make shipping regulations. Shipping regulations are made by the Board of
Steamship Inspection of the Department of Transport, and the ships to which
you refer come under the shipping regulations of the Canada Shipping Act.

Mr. Carter: Yes, but the Canada Shipping Act applies to—
Hon. Mr. Cuaevrier: To Newfoundland, yes.

Mr. CarTER: Some acts do not apply, the one relating to wharves, and so |
on; those regulations I understand do not apply yet. |

Hon. Mr. CHEVRIER: I cannot think of any aet which would not apply to
Newfoundland after the first of April. Oh, yes, I am told that the Harbours

Act does not apply yet.
Mr. Carrer: The Harbours Act, yes, the government Harbours Act and the =
board’s regulations.
Myr. HarrieLp: Why not?

Hon. Mr.. CHEVRIER: It is brought to my attention that in Nefoundland
they have Commissions under which they operate, and that until we are able
to come to some understanding it is not possible to put the Harbours Act into 3

effect.
Mr. Carrer: I would like to continue, Mr. Chairman.

The Cuamman: If you have to be away, I think the committee will indulge
you to go on a few minutes so you may finish your questions. '

Mr. Fraser: I move we adjourn.
Mr. MurcH: I second the motion.

—The committee adjourned to meet again at 4 p.m.
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" AFTERNOON SESSION

—The committee resumed at 4 p.m.

The CuAmrMAN: Well, we have a quorum. Gentlemen, we shall commence
our sittings. ' g

Mr. Carter has asked that the item of the Newfoundland railway should
stand over. He believes it would shorten the work of the committee if he could
have time to prepare in writing a number of questions to which he desires an
answer. So, with your consent, I shall stand the item of the Newfoundland
railway over.

Now, the Temiscouata railway.

Mr. MacpoNaLp: Mr. Chairman, I notice on page 13 of the draft which was

kindly given to us by the railway management last evening, that it says that:

“The operation of the Temiscouata railway will constitute an addi-

tional burden on the Canadian National and will adversely affect its net
annual income to the extent of $180,000. . .”

Mr. Chairman, we sat in that committee last fall—I mean the Committee
on Railways, Canals and Telegraphs—and I think it was about December that
we turned this railway over to the Canadian National Railways. Their liabilities
were shown at that time at approximately $31,000, and their assets at $275,000.
Now the Canadian National Railway says that it will be a burden on them this
year of $180,000. Personally, I think it is a little early to decide whether it will
be a burden or not.

Mr. Pourior: I must thank Mr. Macdonald for bringing this issue to the
- fore. Let me say, in the first place, that my burden is light when compared to

- some other burdens which are much heavier. It is a question for the management

- of the Canadian National Railways, and it is not only a matter of dollars and
cents, a matter of finance, of high finance; it must also be considered as a matter
of service. The Temiscouata railway is an essential railway for my part of the
country, and it has been so far many years.

That railway would have been taken over by Sir Henry Thornton together
with the Gaspe railway some years ago but for the fact that the then directors
of the Temiscouata railway were men of the Quebec Central which was owned
by the Canadian Pacific. That is the reason why the Temiscouata railway was

- not taken into the Canadian National for twenty years. :
‘ The whole question was submitted to the House and was examined with
- great care. It was studied by Mr. Fairweather for years. It was mentioned in
. the House that I said a word or two about the Temiscouata railway when the
Prime Minister came to Riviere du Loup during the campaign. But the answer
- of the Prime Minister was made after careful study of the whole matter, and
the management knows—although perhaps Mr. Gordon does not know—but
the other members of the management know that for many years Mr. Fairweather
studied the matter with great care.

I have had many interviews with Mr. Stewart, the president of the railway,
and I hope that the Temiscouata railway will be operated by the Canadian
National Railways at the earliest possible opportunity.

; I understand that there is some question with regard to the men and the
unions to which they belong. That is one thing; and also, there must be a survey

- made of the line to put it into proper shape. Let me say right now that I do

- not want any crooked politician from New Brunswick trying to gild his escutcheon

- to the Temiscouata railway and I know whereof I speak.

58815—33%
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Mr. Grorge: Surely you are not referring to me?

Mr. Povnior: No. I refer to a provincial politician. I have too much "
respect for my colleagues to say that of them, but everybody who knows about
New Brunswick affairs knows whereof I speak. ; ; :

The Temiscouata railway has been managed from Riviere du Loup since the
start. It is an important railway to the shippers in our district and it must be
managed, by all means, by Riviere du Loup. o

Let me say something else. We are partners in the same job. We are
servants of the public, and the only difference between us and the other officials
of the management is that they are paid more than we are. But we are here on
a footing of equality and there is no floor to be crossed in this committee room.
" T am very happy to see my colleagues of the various groups here inter-
mingled. And I say to Mr. Gordon and to his associates that I am ready to
stand by them to the limit provided that they are fair to my people.

What do we think of it? We have seen money easily spent to find a fellow
who lost himself in the woods, and so on. The population in my county is com-
posed of settlers and farmers. The farms are prosperous and there is timber, a
great quantity of timber; and there is also the Fraser Company.

I handed some wires which I received yesterday to the Minister of Trans-
port and to Mr. Dingle telling them that one shipper alone has shipped twelve
million feet of lumber on the Temiscouata railway last year. That was doing as
much business as the Fraser Company, and the Fraser Company, as we all know, =
is a big corporation. It is a corporation the funds of which are supplied by the
public, and the management of that corporation should be the servants of the
public. Their total shipments represent only one-fifth of the total business of
the Temiscouata railway, and while they may insist upon having the manage-
ment of the railway at Edmundston, I do not think it would work. Besides that,
as for the superintendent, Mr. Thompson, at Edmundston, I do not want to have
anything to do with him.

I did not say anything about it to Mr. Dingle, but I remember that Mr.
Thompson came to my office. He crawled to my office to ask to have a memo-
randum sent to the ex-minister, the Honourable Mr. Michaud, and to the present
minister, the Honourable Mr. Chevrier for his transfer from Campbellton to
Edmundston where the pay was more.

Do vou think I would deal with an individual like that in connection with
my people? No, never! ’

Let me say to the people who say that there should be no politics in con- -
nection with the Canadian National Railway that I knew a man who was a
former telegrapher. He wanted to be promoted to general superintendent at
Quebec City and he used to hold me by my vest button, and every time I met
him he asked me about the promotion. And since then he got it. There should -
be no polities in connection with the Canadian National Railways! And when
we make our recommendation to the railways, it is not for our personal advantage.
I do not care about any personal advantage, but I do care about serving my
people, and I would remind everybody that my burden is light.

The CramrMAN: Does the Temiscouta railway carry?

Mr. Pounior: No, no! Before that I want to have a complete understanding
and a direction from the committee to the management. Here we are asking a
few questions. We are the people who are in charge of the business of the
Canadian National Railways and we are responsible for it. If a blunder is made
by anyone in the Canadian National Railways. we have to take the responsibility
for it. The people come to us and they say: What is the matter with the Cana-
dian National Railways? T say it is time for the committee to give a direction
to the Canadian National Railways and to tell them to start work on the
Temiscouata railway at the earliest possible date, and to have the management
of it at Riviere du Loup.
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- Besides that, I hope that the management of the railways will take this
- opportunity to build a new station at Riviere du Loup, one which is large enough
to have room for the officials of the Canadian National Railways at large,
including those who will be looking after the Temiscouata line. :

Here I ask, as a private member of parliament who has fought for twenty-
five years, to have my party respected. And I want my colleagues to be
respected too. And I think that the language which was used to Mr. McLure
was pretty sharp and brisk this morning. I would never have used it if I had
been an_ official of the Canadian National Railways. Even although my honour-
able friend does not share my political views, I am here to defend him because
he is one of my colleagues in the House, and I want my colleagues to be treated
with consideration.

We have had some trouble in getting an answer to the question about the
decrease in trains. One man was responsible for it, but no man had the courage
to name him in the committee. Yet that fellow will go scott free and get more
directorates from people who are more stupid than he is, encouraging him and
paying him, even, for his stupidity. '

The CuamrMAN: Would the committee prefer that Mr. Gordon make a
statement and answer the question at this time?

Mr. Pourtor: I do hope that he does. But I hope it will not be like the
statement he made before the Royal Commission on Transportation. I may
say that I was not present at that time and could not answer him right off the
bat. I think we have spent enough money on the Canadian National Railways
when the management is asking for hundreds of millions of dollars; so I do not
see why a picayune matter like that, with regard to money, has not been decided
yet.

Mr. Gorvon: I understand that Mr. Macdonald wanted me to explain the
figure. The increase can be established this way: with the increased rates of
pay which went into effect on the Canadian National, and in relating them to
the Temiscouata Railway, an additional cost of $125,000 per annum would be
entailed. And in addition to that there are some pension matters which are not
quite settled yet, where the annual cost may be estimated to be about $24,000
to $25,000.

Mr. Cooper asks me to make it clear that these rates are not in effect yet.
The same is true with regard to the pension fund, and indeed there are quite a
number of matters that have yet to be settled. But the best estimate that we
can make of a possible settlement is of the order that I have mentioned. With
regard to the operation of the Temiscouata Railway by the Canadian National,
this will entail the rehabilitation of the lines, replacement of locomotives and
equipment, reduction of through rates due to putting into effect & one-line rate
in lieu of a two-line rate, and the reduction of passenger fares on the line. The
financial result of operating the Temiscouata Railway based on 1948 volume of
traffic is estimated to produce a deficit of $180,000, after providing interest at
three per cent on the cost of rehabilitation. Does that answer your question, Mr.
Maedonald?

Mr. MacpoxaLp: I follow that now.

Hon. Mr. Caevrier: Does that take into consideration the increase of six-
teen per cent in the freight rates?

Mr. Gorbon: No, I said the present freight rates. I was referring to the
rates that were in force.

Hon. Mr. Cuarvrier: That is the eight per cent increase?
Mr. Gorbon: That is correct.
Mr. HarrieLp: Why do you base your estimate on 1948 earnings?
Mr. Fraser: How many employees are in that section?
* Mr. DixcLe: One hundred and forty employees.
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"Mr. HarrieLp: Before the Temiscouata was taken over by the Canadian
National, freight originating on that road was divided between the Canadian
National Railways and the Canadian Pacific Railway, and now you take all
that freight. Have you considered that? : ‘

Mr. Goroon: Yes, that has been included in the calculations. This is an
estimate. It is not a firm figure but it is the best estimate we can make.

Mr. HatrieLp: It is my opinion, Mr. Chairman, that this road can be made
to pay. I think this was the best buy of any purchase made by the Canadian
National Railways. I said that when the Act passed in the House and I still
believe it. Knowing the territory the road passes through I know this road
can be made a paying rcad. That is my opinion. :

Mr. Pourior: Thank you, Mr. Hatfield.

The CralrMAN: Are there any further questions?

Mr. Pouvrior: Mr. Gordon, when do you expect to start work on the line?

Mr. Gorpon: You mean the rehabilitation of the line that I referred to?

Mr. Pourior: Yes, sir.

) Mr. Gorpon: That will go on this year, as:soon as we can make arrange-
ments for it.

Mr. Pourior: Will it be done by the railway itself or by contract?

Mr. Goroox: That will depend on the nature of the work. Mr. Dingle can
you answer that?

Mr. DingLE: The major part of the work would be done by our own forces,
that is the ballasting, the rail laying and the ties.

Mr. Pounior: What about the bridges and trestles?

Mr. DingLE: The same remarks apply to bridges and trestles.

Mr. Gorpon: I may say, Mr. Pouliot, that our estimate at the moment in
respect of the complete rehabilitation of the line up to Canadian National
Railways standards, including the renewal of tracks, the steel bridges and wooden
trestles will require the sum of $1,144,000. The cost of replacement of freight
locomotives and equipment is estimated at $300,000.

Mr. Pourtor: Will you have the Temiscouata Railway managed from Riviere
du Loup or from Edmundston?

Mr. Gorpon: That question is now under close examination. We have not
vet reached a decision on it. Our view with regard to Temiscouata operations
will be that we must reach a decision as to what kind of operation will be the
most efficient operation to tie it in with the Canadian National Railways system.
That matter is.under active examination by our local officials. We have not the
report as yet; 1t may take six weeks or two months before we get it.

Mr. Pourior: And you will please inform me about it?

Mr. Gorbox: Yes, we will be pleased to do so.

Mr. Pourtor: You have had representations about that matter from big
public bodies at both places?

Mr. Gorvon: That is right.

Mr. Pourtor: I want to point out to you, Mr. Gordon, that the Fraser
Companies have got much more from Temiscouata county than we got in
return from them, and that their total shipments were only one-fifth of the total
shipments on the Temiscouata Railway. I am sure that you will consider that
point and not be too much impressed by the tycoons of the Fraser Companies.
I can tell you this, as Mr. Hatfield has so well pointed out, that this railway is
the last link through the east between the transcontinental and the province of
New Brunswick and the state of Maine and the old Intercolonial and the St.
Lawrence River. There are great projects being made there. I will tell you
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 moreover that there is a new hle;hwav there but it will cause no prejudice to the
railways, as soon as the railway is under proper management, and I am ready
~ to stand by you to the limit, to tell my people to encourage the railways. I have
- told this to them already: encourage the railway for short and long distance
- hauling. If you finally agree with what 1 have submitted to you, I can tell Vou
- that the management will not regret it.

: Mr. Fraser: Mr. Chairman, ]ust one questxon This $125,000 increase among
one hundred and forty employees would amount to about $300 a year per man.
~ Is that right? .

Mr. GorponN: The average rates of pay on the Canadian National Railways
are fifty-four per cent higher than those in effect on the Temiscouata Railway.

Mr. Fraser: So each man will receive an inerease of nearly $900 per year?
Mr. Gorbon: Yes, the average is a fifty-four per cent increase.

Mr. Harrienn: Is anything being done to straighten the Quebec end of the
. road, from Riviere du Loup to the New Brunswick border. That portion is very
~ crooked. Has anything been done to straighten that out? As you know they
received land grants and when they built the road they built it as crooked as
possible to get more land, because the more mileage they built, the more land
they got.

Mr. Gorbox: That would be something that I would not understand. We
really have not had time to make an examination such as vou suggest because
we have only practically started operation of this road.

Mr. Harrierp: I ean show you how to make the road pay when you have
time.

Mr. KnigaT: Just a general question on these roads which up to the present
might be called the uneconomiec lines, although I am sure from what has been
sald here that this Temiscouata railway will get into another category before
long. I presume that this $180,000 is only a fraction of a larger deficit which
: will be expected in taking over an uneconomic road, and I want to point out
. that I do not think it is fair for the Canadian National Railways to expect them
to show a profit under those conditions. I should think it would be reasonable
for the government to take some responsibility in the matter because I quite
agree that the Canadian National Railways is something more than merely a
railway company, it is part of the service in this country and has to do things
which a road on a competitive basis would not have to do. I think in rendering
service to the people of this country that the people of this country represented
by its government should take some responsibility in the matter. I think .the
sooner we can get this excess capital written off, the sooner we may be able to
make some decent showing that will take away from this road that incubus, that
lack of success, that has been bedevilling it in the past.

Hon. Mr. CHEvriER: Perhaps I can say a word there, Mr. Chairman, on
the point that Mr. Knight raises. The question is, of course; a difficult and
a delicate one. It has to do not only with the capital structure of the Canadian
National Railways but also with the policy that the government should follow
in connection with lines of this nature, and this committee knows the Royal
Commission on Transportation has been asked to deal with it. One of the terms
of reference to the royal commission concern not only the capital structure,
but also a general rail transportation policy for Canada, and I hope that 1t
~ will be possible for it to make some recommendations that will ‘be helpful in
dealing with situations of this nature.

The CralrMAN: Shall the section carry?
Carried.
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Now we will take up system mileage.

Mr. ForuweLL: Is the operation of the Central Vermont Railway finan-
cially successful, or what is the situation there?

Mr. Goroon: That is one of those questions that is difficult to give a yes
or no answer to by itself. If you just take the balance sheet of the ecompany
the answer is no. But when one considers the feeder value and other relation-
ships we have with that line, I would think that on balance it is worthwhile.

The CuAmRMAN: Shall the item carry?

Carried. g

Now, we will take up freight rates.

Mr. Apamson: Before this carries, I assume this would be the place to
ask these questions on freight rates instead of on the budget because I gather
the company is not satisfied with the judgment handed down and neither
is the Canadian Pacific Railway. I do not see it mentioned in your report,
but I would like to know the overall increase in cost per ton-mile over prewar
figures, the increase in administrative costs if this is not included in the ton-
mile figure, the increase in the cost of replacement, the increase in cost of
maintaining the road as compared with the ¢osts in prewar days. I think
if we had this we could get some idea of the difficulties facing the railway
and which might bolster their claim for increased freight rates.

Mr. Gorpon: I could get those questions from the reporter, or if you would
let me have them, I would try to answer them at the next sitting.

Mr. Apamson: That is fine. You asked for increased freight rates, now,
and I think the committee should know how much your costs have increased on
a ton-mile basis.

Mr. Murca: How far are we going to go on this?

The CuamrMaAN: On the question of freight rates, as members already
know, the speaker has ruled, and although I think Mr. Adamson’s question
is a fundamental question, simply wanting information, and is quite & proper
question, generally on the subject of freight rates I do not think this committee
has any jurisdiction. '

Mr MurcH: I reserve the right to have something to say, not on Mr. Adam-
son’s question, but about Mr. Gordon’s answer because it is a leading question.
There is no purpose in asking it unless it involves the whole prineiple of rate
structure which is very interesting to me and others of this committee
representing a part of this country that has a vital interest in this matter.

Hon. Mr. Cuevrier: I think Mr. Mutch’s point is well taken. I am sure
it is not the intention of the committee to enter into such discussion but the
speaker has ruled that the application of the railways before the Board of
Transport Commissioners is one .which should not be discussed in the House
of Commons and members ended the discussion the other evening at his request.
Now, would it be fair to allow members to discuss freight rates in this committee
and not allow them to discuss it in the House. I think this committee is bound
by the rules of the House of Commons and by the decisions of the speaker.
I had thought that Mr. Adamson’s question was not one which the speaker’s
decision was aimed at, but when it becomes borderline, it is a matter that is
difficult to decide, and if one member is going to be allowed to ask questions
on that matter, I suppose all members will want the same privilege-

Mr. MurcH: I do not think the question is improper or has anything the
matter with it. Although perhaps I have no imagination, I do not think that
Mr. Gordon or anyone else could answer the question in such a way as would
have any meaning without entering into the general freight rates argument.
If that develops we may be here for quite awhile.
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~ The CuammaN: I realize that it is a difficult task to make rulings in regard
to any question on freight rates. However, I am not going to shirk the responsi-
bility and if any question is asked by any member of this committee purely for
the purpose of gaining information within the knowledge of the witnesses now
before us, if I think it is a proper question I will allow it. If I think that it is
not proper I will rule against it and then I will be in the hands of the committee.

Hon. Mr. Cuevrier: The answer to one of Mr. Adamson’s questions, T am
informed, will be found at page 28 of the judgment of the Board of Transport
Commissioners—the 21 per cent case. :
The CHAIRMAN: Is there any other member of the committee who wishes t
ask any question purely for information—not by way of an expression of
opinion or anything of that sort, but purely for information?

Mr. KnigHT: I have one question with respect to rates on one particular
branch of the railroad and that is the Hudson Bay railroad. I would ask if it
is true that the freight rate on lumber has been increased 70 per cent since 1947?
Mr. Goroon: Is that the volume of freight you are speaking about?

Mr. Kn1caT: No, the freight rate. Is it true that the freight rate has gone
up? I do not know whether you would call that a question asking for
information?

TaE CualrMmAN: I think it is a proper question.

Mr. Goroon: Does the Hudson Bay Railway come within the scope of this

committee?
- Honx. Mr. Curevrier: No, the Hudson Bay Railway is a separate matter
but we have taken the position that when we could get information for a member
of the committee on the Hudson Bay Railway we would get it. I hope that we
will not have to produce all kinds of figures, but I think that the question is
easily answered and 1 think that I know the answer. However, I would not
attempt to give it without an opportunity of checking on the matter. If you will
allow the question to stand I think I can obtain a reply.

Mr. KNigHT: When can I get the answer, in order that I may follow it
with a couple more questions purely on the point of information?

Hon. Mr. CuEvVRIER: I think we can get that tomorrow. It is a matter
on which we must get in touch with the Board of Transport Commissioners.

t l‘\’/Ir. KnieaT: Has the C.N.R. any authority with regard to the setting of
rates? -
The CuarMAN: I do not think that is a correct question and I think you
must confine yourself purely to questions aimed at information.

Mr. KnicHT: Who sets the rates?

Hon. Mr. CuevriER: The Board of Transport Commissioners now has
jurisdiction over the Hudson Bay Railway. The Board did not have that juris-
diction at this time last year when the committee was established but now it
has, so that any judgment of the Board of Transport Commissioners with
reference to freight rates would, I take it, affect the Hudson Bay Railway.

Mr. KnigaT: We, like our friends from Temiscouata, are anxious to give
the road a chance. We are anxious to know why a cord of pulpwood from
I.Iugison Bay up to Fort Frances only costs one-third of the rate applied on a
similar distance from Churchill. I understand there has been a shipment of
2,090,000 feet of lumber cancelled this year because of the very reason that the
freight rates are so high. Naturally we want to know who sets the rates and
why they should be that high?

. Hon. Mr. Curvrier: The Board of Transport Commissioners has jurisdie-
tion over freight rates and, as I said, the last judgment of the board provides for
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a 16 per cent increase. I take it that judgment would apply to the Hudson
Bay Railway. I would think that the ordinary local rate on the Hudson
Bay Railway, compared with the local rate off t/he Hudson Bay Rallway
should be the same.

Mr. Knicar: I have just one last question. If it is as the minister says,
and I am going to accept his word, that this is not the place to get information
on the Hudson Bay Railway, can he designate where I should get the mformatlon‘?

Hon. Mr. CuHEvRIER: In the House of Commons. gl

Mr. Kn1GHT: I see; I have made some attempt there before. 08

Mr. Harrierp: 1 Would like to ask if the Canadian National Rallway
management is aware that American railways are asking the Interstate Com-
merce Commission for a reduction of rates?

Mr. Gorbon: A reduction of rates? Certainly I am not aware of any
request for a general reduction in rates. There may be some specific applications
having to do with competitive factors but I am not aware of any general request.

Mr. McLure: I would like to ask one question. Who sets the truck freight
rates on the S.S. Abegweit,. crossing Northumberland strait? Where does the
authority come from to set rates?

Hon. Mr. CHEVRIER: Are we going to have a constitutional debate again,
Mr. McLure? i

Mr. Harriern: They cannot supply the cars and they have to use trucks. |
, Mr. Gorpon: If T understand the question the answer is that it is part of the
general tariff. It would be authorized, as far as I know, by the Board of
Transport Commissioners as part of the general tariff. : %

Mr. McLure: They have no authority over water rates. ‘

Mr. Gorpon: I do not know whether this is regarded as a water rate.

Mr. McLure: The Abegweit was turned over to the C.N.R. for operation.

Mr. Gorpon: Correct.

Mr. McLure: The question is should she be turned over to operate without
any instructions being given by the federal government and consented to by the
Prince Edward Island government. Those two parties come into the question.
This is a service rendered according to the terms of confederation of 1873 when
we went Into the union, and as long as that remains a service it is an obligation
of the government to give us rates across there w hich should not be in excess
of the cost of carrying by truck over the same mileage on the highway. According
to the terms of confederation it should be absolutely free.

Mr. Goroon: It seems to me that definitely is an argument in respeect of
freight rates—in respect of that particular vessel it is a matter of government
policy.

Mr. McLure: And it should not be argued here?

Mr. Goroon: I am in the hands of the chairman. -

The Cuamrman: I think the first question was quite in order; it has been
answered. The second question, however, I am afraid is not in order, Mr. McLure,
and I will have to rule against you.

Mr. FoLLrweLL: Could I have figures on what it has cost the C.N.R. to make
application to the Board of Transport Commissioners for the increased rates?

The CuamrMaN: What costs do you refer to? Do you mean costs of counsel
and so on? :
Mr. FoLwerL: Costs of counsel and of preparation.

Mr. Goroon: The application is made, technically, by the railway association
which consists of all the railroads ine Canada and the cost is shared when thé
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case is completed. T have no figures on the matter and I do not think you could
break down the actual cost because a good deal of the work is done by railway
officers themselves.

Mr. ForLweLL: You would have an approximate idea eventually.

~ Mr. Goroon: We would have an idea of the additional cost but we

could not break it down with respect to the time spent by our own officials. A

rreat deal of the work is done by our own officials and counsel. We have our own
al department.

Mr. ForuweLL: In other words you will only know the cost when you get
the bill from the railway association?

Mr. GorpoN: We will then know what the cost is.

Mr. Furron: You also retain counsel?

Mr. Gorpon: Yes, that is the railway association retains counsel.
Mr. Fuuron: Do you not retain counsel in addition?

~ Mr. Goroon: Yes, we would have our own counsel in respect of our own
particular interest.

Mr. ForuweLn: He would be a company counsel?

Mr. Gorpon: Our own counsel is Mr. N. J. MacMillan who is general counsel
and vice-president of the C.N.R.

Mr. ForuweLL: You will only know the cost when you get the bill?

Mr. Gorpon: That is true, in respect of the Railway Association.

Mr. Fuuron: The other railways do the same thing. They have counsel
for their own interests in addition to the counsel retained by the railway
association?

Mr. Gorbon: Yes.

The CuAlRMAN: Shall this item carry?

Carried.

With regard to the Royal Commission on Transportation I have carried out
the instructions of the committee and the submission will appear as an appendix
to yesterday’s proceedings of this committee.

The next item is wage negotiations.

Mr. ForuwerL: Regarding that matter may I just refer to the bottom of page
16 were it says:

As a result of the recommendation of a United States Presidential
Emergency Board, the: Canadian National was required to grant its mon-
operating employees on its United States lines a general wage increase of
7 cents per hour retroactive to October 1, 1948, and a five-day 40-hour
work week without wage reduction, effective September 1, 1949. Further
substantial demands on behalf of the employees of the United States lines

have been received and are now the subject of negotiations and mediation
proceedings.

I understand at the present time the same request is being made by railway
employees in Canada?

Mr. Goroon: There is a similar request being made. As a matter of fact it
is very difficult really to give a simple answer to your question because we have
a great number of wage negotiations outstanding all the time. At this moment
we have forty-nine individual applications from various labour organizations
throughout Canada and we have ten of them outstanding on our own United
States lines. The first of the two big applications that I think you have refer-
ence to is one which covers fifteen international non-operating groups, covering
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some 45,000 employees, for a 7 cent hourly increase in rates effective the 16th
of July, 1949, and a 40-hour week without reduction in take home pay. There
are other factors but those are the two main requests. The second large applica-
tion is from the Canadian Brotherhood of Railway Employees, representing
27,347 employees in non-operating groups, who have requested a 10 cent hourly
increase rate of pay effective July 16th, 1949, a 40-hour week without reduction
in take home pay, and check off of union dues under the Rand formula. Those
are two matters being negotiated before the conciliation board now suttmg in
Montreal.

Mr. FoLuweLL: There has been no report yet? ;

Mr. GorpoN: The men and the railways have each made submissions and
have fjled a rebuttal. The board is now engaged in considering its report.

The CuamrmAaN: Mr. Gillis, you have been trying to get in a question?

Mr. Gruuis: Yes, I would like to ask this question which has something
to do with wages. On the C.N.R. from Montreal east the porters are obliged to
pay income tax on $300 which they are supposed to receive by way of tips.
That does not apply in other sections of the system. Can you explain why the
government fixed a policy that penalizes those boys but yet the gevernment
does not make the rule applicable straight across the country?

Mr. Goroon: I have not got the faintest idea—it would be an income tax
ruling.

Hon. Mr. Cuevrier: When Mr. Gillis says “the government” I must admit,
immediately, my ignorance of the matter. It may be a ruling of the Income Tax
Department with which I am not conversant.

Mr. Giuris: I have raised the matter in the House on several ocecasions but
Mr. Abbott just says “that is it,” and that is all. I merely bring it to Mr.
Gordon’s attention.

Mr. Gorpox: I am glad you did. T have never heard of it and I do not think
my officials here have either. I can only assume from your deseription that it
is an income tax ruling and there I cannot defend or explain a ruling by that
department.

Mr. Gruurs: I bring it to your attention because today you need the co- .
operation of all your employees and it is a piece of rank discrimination.

Mr. Gorpon: I am very glad to have the information.

Mr. Grorce: Under wage increases last year the matter of pension
increases was raised, and I think one of the matters which came up was the
effofts being made by the Pensioners’ association to try to get an increase in
pensions. T wonder if the minister would care to make a statement about it?

Hon. Mr. Cugevrier: I do not know that I can make any lengthy statement
on it; but I can say this, that the question of pensions for the group you have
in mind has to be considered along with all other groups, There are the
superannuated civil servants, then there-is the pilots group—you were with
that delegation which sat in this room asking for that very thing—but I do
not think it is possible to deal with pensions of one group without considering
them all. Then over and above that theresis a committee which is to be
established by the Minister of Health and Welfare. He is about to get it
appointed but he is having some difficulty, although I am sure it will be ready
to function shortly. When that committee is appointed I think representations
will be made there along the lines of general policy. I do not think it would
be wise and T think the government feels that we should not make any decision
with regard to one of these groups without considering the interests of all the
groups concerned. That is the way the matter stands at the moment.




RAILWAYS AND SHIPPING | 109

" Mr. Pounior: On this matter of pensions I had a particular case to submit.
1 will request the management to approach this problem from the broadest
point of view and give such applications the most favourable consideration.
1 will eall to attention the case of a particular brakeman with respect to
whom I think their approach was most formidable. This man worked for
thirteen years, gave good service to the railway at various places. He had
to go to the north and everywhere to get his time in, but he finally got in his
thirteen years, and then he served in a temporary capacity for another two
and a half years which gave him a total of fifteen years and a half of actual
service. Now we find that a pension cannot be granted to him, or is not being
given to him because he worked as a brakeman for only thirteen years, not-
withstanding the fact, as I said, that he was employed an additional two and
a half years in a temporary capacity. I have a letter concerning that case
here of which I have copies for Mr. Gordon, Mr. Minister and the chairman.

- The CuamrMAN: Shall the item on wage increases to employees carry?

Mr. KniguT: Is there any provision for coming back to it, Mr. Chairman?
I would like to reserve the right to deal further with employee relations.

7 The CaalrrMAN: You had better do it new.

Mr. Knicar: Well, Mr. Chairman, I would like to say at the outset that
as a Canadian I am particularly wishful for the success of the Canadian
National Railways. However, I wanted to bring up the matter of employee
relations and public relations in regard to the road. I think there has been
a general feeling throughout the country within'the last year or two that there
has been a deterioration in railroad matters which I think was pointed out
by the incident of the coal trouble, which was perhaps bad enough in itself,
but it all combines to put the sign of comparative inadequacy on the Canadian
National Railways. I am not giving my own:opinion at the moment; I am
trying to give you the benefit of people with whom I have come in contact
throughout the country, to give you some idea as to how they feel in this
particular matter. The whole point about which I am concerned is how to
bring about better employee relations. It seems to me that there is a feeling
among certain employees of the Canadian National Railways that they have
somehow been let down by the executive department, and I would like to
have a statement from the president on that. Right here let me say that I
have great appreciation for all he has accomplished; I compliment him on the
very able way in which he has taken over his new position and the enormous
grasp which in my opinion he has shown of this new thing which he has
undertaken within such a short time.

Some Hon. MemBers: Hear, hear.

~ Mr. KnigaT: And let me assure him that we have every confidence in
his ability. T would like to ask him this question: Does Mr. Gordon not think
that one of his greatest challenges as the new president of the road is to
establish, or to re-establish (if the use of that term is correct) a high morale
among the employees of the road and the confidence in the road as a road
be}ongmg to the nation, one of which we can be proud? We all know what
pride railroaders take in their work. We have only to consider the splendid
work they have done during this past winter with all the snowslides and other
filﬁicu!ties they have had to face in British Columbia, and the very fine way
In which service has been maintained. In my opinion we have one of the
finest railroads in the world. However, this is a situation which worries me.
It is becoming generally accepted that this Canadian National is a pick-up
of rag tag ends in performing a public service while the C.P.R. gets all the
glory. That is where this matter of employee relations comes in; the men
feel they are being let down. T should like to ask the president if he does
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not think there should be more steady employment with the years and years
of work on reconditioning the road which we have had indicated to us. 1
think our railroads should smarten up in every respect, and that applies not
only to the railroads of this country but to the railroads of the United States
‘as well. There is the matter of the modernization of equipment, the improve-
ment of the road-bed; taken by and large there is work for years and years
and years in improving and maintaining the efficiency of our publie system.

Then, on this matter of public confidence, I would like to ask the president
if he does not think that much of the public confidence which has been
lost could be largely restored by this business of putting the structure of the
Canadian National on a proper basis so it would not always be the underdog
as it is coming to be considered by the people on the street. It would take
the auditor general to understand the financial statement of the Canadian
National. Here is this same position year after year, year after year; and for
the employees’ morale and for public confidence I do not think it is a good
thing. And I would ask if the president does not think—well, I know the
president agrees with the statement, as a matter of fact—that the sooner the
thing is remedied the better. I do not think the Canadian National Railways
should be following the C.P.R. It should set the example, it should be giving
the lead. 1 think what this railroad needs is a shot in the arm, a stimulus
such as would result if these things were remedied. Mr. Gordon should put
back into this country and into the employees of this road the spirit which
was inspired in it and them by the late Sir Henry Thornton whose men
worshipped him.

Then T might go a little further. 1 want to ask Mr. Gordon if he does
not think that the attitude of the government to this road could be improved.
The general impression seems to be abroad that this is not a system but rather
an agglomeration of odds and ends of roads which were just picked up and
hlanded over to the government; for instance, we ook over a road in the
maritimes, we have taken over a road in the far west and there is, with all
respect, also the matter of the Temiscouata line. All these put together form
what we know as our Canadian National system, while the C.P.R. is generally
considered the official railroad with a record that seems to be better known all
the time.

I apologize for having made something of a speech, but at least I have
got that off my chest, and I think these are things which should be said. They
might not represent my own opinions but they represent the opinion of people
in this country, and I should like to have the comments of the management
on it. ;

The CuARMAN: Mr. Gordon.
~ Mr. Goroon: Well, Mr. Chairman, without admitting for a moment the
premise that youw make, Mr. Knight, T agree at once that the morale of the
men on the railroad is probably one of the most important challenges to
management. 1 feel very definitely that the higher the morale on the rail-
road the more successful it is going to be, and that is particularly applicable
to the Canadian National Railways system. Now, in view of the fact that
the proceedings of this committee become public property in a very short
time I want at once to deny any suggestion that the personnel of any other
road are any more efficient than those of the Canadian National. I do not
agree with your suggestion—

! _Mr. KxigaT: Might T interrupt? I did not insinuate that that was my
opinion.

Mr. Gorpon: T accept that, but I understood from your premise that you
are reporting, so to speak, feelings that you have come across in certain parts
of the community, and T felt that in view of the fact that that might not be the
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kind of publicity which would be desirable, that on behalf of the men, since
‘we are talking about morale, I do not accept that feeling as being a genuine
analysis of the operating efficiency of the two railways. 1 cannot say too
much on this subject because I have not yet had an opportunity, unfortunately,
of meeting as many of the personnel as I should like to meet. It is my
_intention, as I stated earlier to the committee, to get out on this road just
as quickly as I can and to meet the men on their own ground, see them at
their jobs, get to know them as much as a president of the road can, and to
try to get the morale at the highest possible level. I believe very strongly that
in every attitude, both in regard to service to the public and in regard to the
accident record, that the state of mind of the men and their feelings should
have a big part to play in this picture. I need not repeat what I said in
my statement to the royal commission just last night. I agree with you
fully that the deficit record of this system has had an injurious and deleterious
effect on railroad men who cannot understand why such results should continue
for so long when from the standpoint of the operating personnel they are
doing such a good job. :
That is all T think I need to cover. If there is anything further which
Mr. Knight would like me to touch upon, I would be glad to do so.

Hon. Mr. CHEVRIER: I think I should say something in view of the state-
ment from which it might be inferred that the attitude of the government is one
of grudging support of the Canadian National Railways. Again I must say to
you that that is not so. I do not know of any submissions that are made by the
Canadian National Railways to the government that are not supported by the
government, provided we are of the opinion that they are in the general interest
of the country.

Then again, we have established through parliamentary authority the
Board of Directors of the Canadian National Railways to operate and manage
this railway for us. We have confidence in them and I ecan think of eight or ten
important projects, important to the country as a whole, that the Canadian
National Railways have recommended to the government for approval and the
government has approved of them. But if the thought is in your mind that
because we did not recommend revision of the capital structure we are giving
but grudging support, it should not be forgotten that there is a difference of
opinion in the country on that very important subject.

I hold strong views on that subjeet and the views which T hold are the
same as those of the Canadian National Railways because I have been in contact
with them, and have given the subject some thought. But everybody does not
think alike about it. And it was because of that fact that it was thought best
to submit the matter to the Royal Commission on Transportation.

And as to the question of efficiency, I think that all one needs to do is to
turn to two reports: one is that of the Duff Commission which stated in clear

language that the Canadian National was operated as efficiently as the Canadian
Pacific. .

Mr. KnigaT: 1 think it stated that it was the most efficient railway in the
world.

Hon. Mr. CuevriER: And the other authority I refer to is the judgment
of the Board of Transport Commissioners in the twenty-one per cent case, which
also supports that view.

Mr. Gorpon: May I say that one of the first actions I took in respect to
this general question of staff and personnel was to appoint a vice-president in
charge of personnel. So a new department of the railway will be set up to
modernize and to bring up to date the relationships between management and
employees as well as senior personnel. That department is just getting started
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and we shall make studies of the most modern methods we can find, and compare
them not only with the railroad business but with other business in general.

Mr. MurcH: It is my privilege to represent one of the largest Canadian
National populations in Canada, certainly the largest in western Canada. T
live very close to them. I saw them through the war and through the depression
before the war, and through the period since then. In addition I questioned
the officers of the railway itself. If there is anyone in the room who, during the
last ten years, has travelled more miles by railway than I have had the oppor-
tunity of doing, I would like to know it. I travelled the railroad in the days
of Sir Henry Thornton. I think it would be most unfortunate for anyone to
carry away the idea that the railway could be served by a more loyal group
of men than there are in the Canadian National Railways as I know them.

And as for the service. I am one who has hopped from Calgary to Edmonton
over night and instead of staying in the hotel I preferred to come back on the
train the next morning because I knew the serviece I would get. I might say
that I have been down six or seven times to Halifax during the last few years.

We all boast about the kind of esprit de corps there was in the Canadian
National Railways in the days of Sir Henry Thornton, when a man might be
digging in his garden and have his neighbour, a brakeman of the Canadian
National Railways, come over and suggest to him that he send his stuff by Cana-
dian National rather than by some other railway; and we all know of the pride
the employees take in their work. In fact, I do not think any employer in
Canada has less to apologize for than the Canadian National Railways.

Mr. Gorbon: Thank you!

Mr:. HarrieLo: I found on both roads, the Canadian Pacific and the
Canadian National, over which I have shipped for forty-five years, that in the
olden days the freight agents were allowed to use their own judgment in making
decisions upon matters and in deciding what ought to be done. But I find
now there is a hard and fast rule laid down that they cannot do that, but that
they must wire to someone to find out whether they can do this or do that; it
may be some small matter which would bring business to the railway.

The CuamrMaN: Would you care to comment on that thought, Mr. Gordon?

Mr. Goroox: Oh, I thought you were just making a statement, Mr. Hatfield.

Mr. Harrierp: No. I will be glad to have your reaction.

Mr. Gorpon: My reaction is that I do not think it has tome to my attention
that there is a rigidity of that kind. Certainly it is not part of my philosophy
that men should be so hemmed in with regulations that there is no scope for
individual judgment.

Mr. Harrierp: You will find there has been a great change.

Mt. Goroox: But I would like to verify my position because:l am not
suffigiently familiar with the subject to make a general comment. I do believe,
from what I have seen, that there is sufficient local autonomy to enable a man
to exercise his individual judgment if he wishes to do so. But we must remember
that there are some men who do not want to take that responsibility; and if
that is so, then we are prepared to take the respbnsibility and to issue the
necessary instructions.

In connection with rate making, traffic matters, freight matters, and all
sorts of things, I certainly do not have the impression that there is centralized
control of such a character as to remove individual initiative. I have not got
that impression at all.

Mr. Harrienp: Well, I obtained that impression over a period of forty-five
years.

Mr. Gorbon: I got my impression over a period of only three months, so
you have the advantage of me.
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- Mr. Foruwern: I think you can combine wage and employee relations
together. I see that it says:

“Pensioners number 15,671.” ; S

_ There is in my city a group of railroad pensioners who feel—that is, one man
particularly feels—that they have been unjustly dealt with in regard to the
amount, of pension they receive. !

I have here a booklet entitled “Canadian National Railway Pension Fund”.
It gives a summary of voluntary contributions to the pension plan effective
.January 1, 1935, and I have a table of the approximate monthly amounts
required for an annuity for an employee. The complaint is that the pensioners
are not getting the amount they believe they are entitled to, and for which they
believe they have paid. I know this matter has been discussed with a number
of departments over a number of years; but this one individual particularly
feels that he has been unfairly dealt with.
I was pleased yesterday to hear Mr. Gordon say that if there was any
matter we wanted to bring to his personal attention, he would be glad to deal
with it. So I bring this matter to his attention now and I am sure that he
will bring it to a satisfactory conclusion.
In passing, may I say with regard to the morale of railroad men that I think
I know them fairly well having, at one time, had the privilege of working for
the Canadian National in swinging a line. And may I say that the Follwell
family is a railroad family, that six boys and one girl all worked for the Canadian
National Railways at one time; and there is still in the employ of the railways
one who is a foreman, and another who is an assistant foreman. You certainly
raised the morale of the Canadian National Railways when you appointed
Mr. Gordon as the president.

Mr. Giurs: I would like to say that I think you are dealing with the most
important angle of the whole problem in the matter which was raised by Mr.
Hatfield, namely, this matter of absentee management which never gets close to
the employee. I think that is the curse of large industries, and I think it causes
a great deal of friction. There is a considerable amount of apprehension now.
‘Previous to leaving Nova Scotia—this was since Mr. Gordon’s appointment—
I heard the rumour—and this is what you hear—that Mr. Gordon is going to
clean up. And they talk about the huge deficit. How is he going to clean it up?
The average employee gets the impression that Mr. Gordon is going to clean it
up on him because he is the easiest guy of them all.

So when little things like this take place, it adds colour to it. For example,
a one-legged war veteran is employed as a janitor. Over night he is told that
in addition to his duties as a janitor he is to be the freight agent and is to handle
the freight. Now, a man in that condition cannot drag and push trucks and
handle freight. I brought that particular case to the attention of the minister
and he is taking it-up. That fear goes right along the line, when an action
such as that in one of the little spots is taken, and you get the reaction to it,
and you hear about the clean-up which they anticipate will come in that
direction.

I was glad to hear Mr. Gordon say that he was appointing a personnel
section in the railways. It is not good enough to work with the top officials of
the unions because many times they are too far away from the regular employees;
and also, I think it is well to have well trained personnel who can get out and
circulate among the men and bring management closer to them.

Another point which was suggested by Mr. Hatfield is this matter of small
decisions that could be made by local officials and which would serve to avoid
hours upon hours of time as well as a lot of confusion. If there could be a
decentralization of management to that extent it would enable local decisions
like that to be made without causing delay in wiring to Montreal, and all that
- sort of thing.

58815—4



114 SESSIONAL COMMITTEE

1 suggest now there is a fear of lay-offs and cut-downs, and that economies
are to be applied to the men, to the little chap. I say there is that fear right
along the line. ! ; '

In coming up to Ottawa on the train, you sometimes get into conversation
with men who do not know who you are and they will talk quite freely among
themselves. And I heard opinions expressed when I was coming up here recently
along these lines: I actually heard three employees in a car talking together, and
the conversation went something like this: “It won’t be very long now. There is
going to be an amalgamation. Gordon is going to put this amalgamation through.
There is going to be one line, and we are the line which is going.”

1 asked: Where did you get that information? It is just a rumour. That
kind of stuff has got to be kept down.

I think it is a step in the right direction to have personnel management come
closer to the people and cut through that top strata. Union leadership is some-
times too far away. The centralization by management on small matters causes
a lot of delays. One thing may be managed from Montreal and it causes a loss
of money and creates friction because the local management has not got any
authority. : :

Mr. Goroon: Thank you. I think one of the most useful functions of this
committee is to let the management of the Canadian National Railways know
things of the character you just deseribed. We are interested and you may rest
assured that your suggestions and your comments and crit-iciyns will receive
careful attention.

Mr. Hatrienp: Another matter. Practically every day in the year we receive
inquiries about the shipment of carloads of goods to certain points which are
not in the tariffs. The local agent, either of the Canadian Pacific or of the
Canadian National, will telegraph to the distriet freight agent for a rate, and
may hold you up for two or three days. Then we may go back to him and ask
him, after waiting eight or ten hours, because we must answer our message in
order to sell a car of goods—we go back and ask him if he cannot hurry up a
rate to that particular point. Then he says: “It is laid down in the regulations
that we must wire the district freight agent and that is all we are going to do
about it”. He will say: “I dare not call him up on the telephone or wire to him
because that is the rule and we have to abide by it”.

Therefore we do not bother him anymore. We have, right across the border
from our shipping point, experts who are put there by the Boston and Maine
and by the New York Central Railways. So we call them up and get a rate over
the telephone. They will have one of their men look it up, and they will give
us the rate. Sometimes we may call them up ten times a day to get rates to
certain points.

I feel that the local freight agent should be able to telephone to his district
freight agent and get the rate. That is happening across the country.

Mr. Gorpox: I do not quite understand why as a shipper you would not
have made serious complaint about it.

Mr. Harrierp: The same thing is true with Prince Edward Island. We ship
from Prince Edward Island and we call up there about rates or we wire to the
agent there to give us a rate to a certain point. Well, it is delayed just as long.

Mr. Gorvon: On your statement I would certainly say at once that if that
is the kind of service that is happening you are entitled to much better.
. Mr. Harriewp: We are losing a lot of business through those delays. A man =
18 not going to wait for two or three days to be quoted a rate.

Mr. Furron: This might be the time now to ask the question about the
number of sub-divisions the men are called to work on. I would like to discuss
this question because they are very concerned about that in Kamloops. 3
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: Mr. Gorbox: Have you a copy of the information received about that,
Mr. Dingle?
Mr. DincLe: Yes, I was going to read it:

Assignment of Crews to Trains 1, 2, 3, 4

Referring to question as raised by Mr. Fulton yesterday concerning
assignment of passenger train crews to trains 1, 2, 3 and 4 between
Edmonton and Vancouver I would like to state as follows:

Up to the time of interruption of service through the mountains this
year, the crew assignments on trains in question were as follows:

Trains 1 and 2

Conductors ran between Edmonton and Blue River and between Blue
River and Vancouver. The trainmen were assigned Edmonton-Jasper,
Jasper-Kamloops and Kamloops-Vancouver.

Trains 3 and 4
Both conductors and trainmen were assigned Edmonton-Blue River and
Blue River-Vancouver.

The reason for difference in assignments as between trains 1-2 and 3-4
was that in the case of trains 1-2, two or three of the trainmen had their
homes at Kamloops and on this account it was recognized that a hardship
would be created by making assignment the same as trains 3-4, and the
arrangement was to stand as long as these men held these particular runs.
These assignments were broken because of the interruption to service during
the past two or three months, and when full service was restored, because
of more normal conditions, the crew assignments on the four trains in
question were re-bulletined after conference with the conductors’ and
trainmen’s representatives and assignments set up for both conductors
and trainmen to run Edmonton-Blue River and Blue River-Vancouver,
or, in other words the same assignment now applies to trains 1-2 as to
trains 3-4, and as the crews were formerly assigned to trains 3-4. It is
my information that the conductors’ organization will protest any change
and the trainmen’s organization go along with the rearrangement as I have
outlined but reserve the right to bring in any grievance that may arise,
and we stand ready to consider these.

You will readily see from what I have said that the rearrangement
of crews was effected only after due consultation with the men’s repre-
sentatives and this is the way such matters are handled rather than by
listening to complaints of individual men who may or may not have an
actual grievance.

As to the safety feature, it cannot be said that the men are on duty
too long as we have many similar assignments in other territories and we
have had no difficulties as a result.

Mr. Furron: Is that the end of your statement?
Mr. DixcLE: Yes, sir.

~ Mr. Fuuron: 1 appreciate the facts that Mr. Dingle has brought out in
s statement. I should say that I have a letter here from the brotherhood of
railway trainmen, lodge 519, Kamloops, British Columbia, dated March 21,
1950, which brought the matter to my attention. This letter is signed by a
ommittee of the brotherhood of railway trainmen: Z. L. Shaw, C. M. Lee,
W.G. Emmington and enclosed is a copy of a letter which I am advised was
58815—4]
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directed to the Board of Transport Commissioners at Ottawa, dated Kamloops,
British Columbia, March 14, 1950. This letter to the Board of Transport
Commissioners reads as follows:
We the undersigned working in train service on the Kamloops Division
wish to protest ‘Train crews in passenger service on continental trains
Nos. 1, 2, 3, and 4, operating over three sub-divisions Vancouver to Blue
River in mountain distriets.’
Train crews on this service are too long on duty. Leaving time on
Nos. 2 and 4 is 1930K, and 20K respectively ex Vancouver and arrive
Blue River next morning 855K and 945K. Leaving same day on numbers
3 and 1 at 1710K and 1825K respectively—

Mr. Furton: I might just pause here to observe that that means the running
time would be approximately thirteen hours.

. arriving Vancouver next morning at 745 and 845K., which in
our opinion is too long a tour of duty without sufficient rest at turn around
point in mountain district.

I might pause again to state that the turn around point is Blue River.

In mountain territory where hazardous conditions prevail these train
crews frequently have to double out of turn around point when trains are
late. These trains are delayed quite frequently for three to five months
of the year due to weather conditions in this territory, necessitating these
crews to be on duty from thirty to sixty hours. WE CONTEND THAT
THIS IS TOO LONG ON DUTY TO ENSURE THE SAFE OPERA-
TION OF THESE PASSENGER TRAINS.

ce. J. P. Johnson, Vice-President, Winnipeg, Manitoba.
F. H. Keefe, General Superintendent, Vancouver, B.C.
E. D. Fulton, M.P., Kamloops, B.C.
A. E. Elliot, Lodge 519, Kamloops, B.C.
P. R. Lewis, General Chairman, B. of R. T., Winnipeg, Manitoba.

I will not read all the names placed on here as indicating agreement with
the letter, but I can assure you that from there to the bottom is a list of names
of members of this organization in Kamloops. I should say there are at least
sixty names on the letter.

Now, I should point out that I got this the day before the committee com-
menced its sittings and brought it to the attention of the committee and the
management immediately. I confess that I have not contacted the organization
at Kamloops because I have not had time, but I believe, and I have no reason
to assume to the contrary, that the letter speaks for itself, and is in fact sent by
the men whose names appear on it. It seems to me that it is sent by a majority
of the Canadian National Railways’ employees at Kamloops. It is headed
Brotherhood of Railway Trainmen.

Mr. GorpoN: This is typical of the kind of dispute which arises from time
to time in regard to assignments of this character. There is a regular procedure
for dealing with them. In this matter we have been dealing with the various
heads and representatives of these particular men. This committee represents a
local, a unit of that organization, and the proper action, in my opinion, is for
that local to get in touch with their own general chairman, and clear that
dispute there before coming to this committee or before coming indeed to the
head management of the Canadian National Railways. The procedure and
the mechanics are there, well established, recognized. You really are dealing
with an inter-family dispute at that point, and it should be cleared up there
before it comes to the Canadian National Railways’ management.

Mr. Furron: I do not think that I can agree with you, Mr. Gordon. You
said you desired to be informed of difficulties. There is obviously a disagree-
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~ ment, from the terminology of the letter, and it is not said that men living in
Kamloops alone want to have it changed, but it says that the men are of the
opinion that the hours of service are too long. '

Mr. Gorbon: You do understand that this matter has been cleared in dis-
cussion with the acknowledged representatives of the men, the head representa-
tives. * They have spoken for the men. Now, after we have agreed with their
own representatives, it would, I think, be quite improper to reach down under-
neath them and talk to the lesser members of the family.

Mr. Furron: When was a discussion held that led up to that arrangement?
Mr. DingrLE: It was prior to March 25th.
Mr. Gorooxn: It was before the time of the change.

Mr. DincLe: It was prior to the time when the bulletin was put out. It
would be somewhere around the 15th of March.

Mr. Furron: The bulletin would be put out on the 15th of March? This
letter is dated March 21st, so they had not taken very long before protesting
the change.

Mr. Goroon: Yes, but they should have protested to their own representa-
tives first.

Mr. Fuuron: I imagine they have done so.

. Mr. Goroon: There is no evidence there that they have. It has not been
referred back to us by the representatives of the men as to any difficulty or
disagreement. The acknowledged representatives of the men have agreed with
us; they have told us what they want; we have not forced this on them. They
asked for it, and we agreed. It is not something that the railway is forcing
down the throats of anyone. It is an agreement arrived at in that normal course
of employee relations, and I am suggesting to you—I am interested to hear it
naturally—but I am suggesting to you the procedure ought to be that the
local people in Kamloops should tell their own representatives that they do not
agree with them and have it ironed out there first and then if they want to -
review the matter, they can do so. '

Mr. Fuuron: What is the opinion of management on the question of the
hours shown on the running schedule?

Mr. Gorbon: We have agreed with the men’s representatives that this
particular run is a reasonable one, and our western vice-president has informed
us that it is not a factor that would affect safety. As Mr. Dingle said in his
report, it is an agreement between the two of us. If they asked us to do that
and we felt it was unreasonable in regard to safety or anything else, we would
not have agreed and perhaps would have refused to do it, but it has been
talked out and it has been agreed upon.

Mr. Fuuron: Just before letting the matter go, I agree with you that it
should be further investigated with the men’s representatives, but before
letting it go, perhaps the management could give consideration to the fact that
the Canadian Pacific Railway works their passenger crews over two subdivisions

in similar mountain territory. It might be a factor when representations
come from the men.

~ Mr. Goroon: We will take note of that. Now, just to be sure there is no
misunderstanding, our attitude at the moment is that this ruling stays, unless

the men, through their representatives, inform us that they choose to reopen
the matter for discussion.

. Mr. Fuuron: If it develops that the men and their representatives are
- In disagreement, will you abolish that procedure and allow the men to make
. Tepresentations directly?

Mr. Goroox: I do not think it happens that way in unions.
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Mr. Murca: If it did- it would be the end of the unions and the men.
That is a practical matter I think you find will work out if you advise them
to do that.

Mr. McLugre: One question, Mr. Chairman, arising out of the freight rate
question that Mr. Hatfield asked a few minutes ago. He said there was
difficulty sometimes getting a rate on certain kinds of shipments or somecthing
to that effect. =~ Now, does a farmer coming from the west to the east get
a special rate if he is coming back to farm in the east or vice versa? If he is
bringing in equipment with him, does he get special rates on that?

Mr. Gorpon: Passenger rates?

Mr. McLure: No, immigrant: rates.

Mr. Goroon: That is a technical tariff question that I cannot answer
at the moment. :

Mr. McLugre: 1 had a specific case last September. A fisherman from
Prince Edward Island wanted to go to the Pacific coast to fish, and we had
difficulty in arranging the rates. He was taking his boat, just one boat, that
was his equipment, and when we got the rate supposedly from Montreal, the
rate to take the boat from Hunter River, Prince Edward Island, to Vancouver
was given as $305, which seemed a high rate. Nevertheless, the man was anxious
to go and he was told it was really a special rate. He bought the boat and
when he had it loaded on the flat car satisfactory to the railway authorities,
just the day before he was going to set out, when the train was going to
take his boat away, word came that ‘‘the figures given to you are wrong.
You must pay $596.60.” He had bought the boat and had all arrangements
made. He and his four sons were going to the west, and he paid the $596.
Now, he has not been able to get any adjustment on that. The man is surely
entitled to get at least $250 or $300 back-

Mr. Gorpon: Mr. McLure, I have passing over my desk every-day com-
plaints of that character and I have a system of having them investigated.
They are thoroughly investigated and I find so often the facts given to me in
respect of the complaint are incomplete or that they do not measure up on
analysis. T must say to you I cannot offer any comment in regard to your
complaint and I would have to have an opportunity for investigation. If you
would care to send the particulars along to me I would be very glad to do that.

Mr. McLure: I would be very glad to get you the facts from the fisher-
man himself. It would be better if he signed them.

The CuamrMaN: Shall the item carry?
Carried.

The next item is hotels.

Mr. Fraser: On this item you have given the gross revenue but you do
not give the net. The gross revenue does not mean an awful lot.

Mr. Gorpon: You will find that information on page 6 in the statement
headed “consolidated income account”. The net revenue from hotel operations
over all is shown there as being $1,053,279.49.

Mr. Fraser: Where is that?

Mr. Gorbon: On page 6 of the report- That is the total.operation for the
hotels—the net figure.

Mr. Fraser: Is the figure also given for the summer lodges?

Mr. Gorpon: It is ineluded.
Mr. Fraser: It is all included? You have not got a breakdown.

Mr. Goroon: I have not got a breakdown in the report. I do not know
whether it has been customary to give the figures for the individual hotels but I
certainly have no objection to doing so.
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Mr. Fraser: Perhaps you could break it down between the all year hotels
and the summer hotels?

Mr. Gorpon: I think the best way to do would be to read the figures into the
record. It will only take a minute. s : :

The Charlottetown, a loss of $14,351. ]

From now on I am reading profits. The Nova Scotian, $108,459; Pictou
Lodge, $10,666; The Chateau Laurier, $415,209; The Prince Arthur, $61,019;
Minaki Lodge, $28,900; The Fort Garry, $49,066; The Prince Edward, $20,481;
The Bessborough, $88,358; the Macdonald, $136,396; Jasper Park Lodge,
$149,072.

Those figures amount to the grand total of net profit of $1,053,279.49, which
ties in with the figure I referred to on page 6 in the consolidated income account.

Mr. HatrieLp: Is interest on investment charged?

Mr. GorboN: No, just gross revenue less operating expense and taxes.

Mr. Furron: What result did you get for the Hotel Vancouver?

Mr. Gorvon: The Hotel Vancouver is not included in this report. It is a
joint operation, but I can give you the figures. The net operating profit for the
Vancouver Hotel Company Limited was $496,629.61 out of which we paid a rental
of $280,000 and our share is $331,088 under the joint agreement.

The Cuarman: In order to complete the previous answer which you gave,
could you give the committee the total capital cost of the hotels for which you
gave us the composite revenue and operating costs?

Mr. Gorpon: In detail?

The CaamrmaN: No, just the total.

Mr. Gorbon: The grand total of capital invested as at December 31, 1949,
with respect to hotels was $27,438,286.

Mr. MurcH: Before anyone starts to sharpen their pencils and to figure out
the relative returns from hotels on the basis of capital invested, I think it would
perhaps be wise to remember that in the case of the summer hotels particularly,
and to some degree the others, there is brought to the railway a revenue which
is out of proportion to the net gain in the buildings themselves. I should think
that the summer population in Jasper would bring more to the railway by coming
and going and hauling of supplies than it does in the lodge. Unless you give the
whole picture the comparison is meaningless.

Mr. Gorpon: The actual figure, to save the pencil sharpeners, shows that the
return on investment is 3-8 per cent over-all. In the light of the fact hotels are
considered as feeders of traffic, it is very difficult to consider that figure as the
assessment of the return on investment.

Mr. MurcH: In other words the picture is always better than it looks.

Mr. Gorbon: Yes.

Mr. Fraser: What about the St. John'’s hotel? You do not give a figure for
that because you have just taken it over? :

Mr. Goroox: Yes, we took it over on January 1, 1950.

Mr. Fraser: What do you intend to do about that hotel?

Mr. Gorvon: We have a program under consideration for the rehabilitation
of that hotel. It is being held up at the moment by reason of some technical mat-
ters affecting the transfer of the property.

Mr. Fraser: It would be quite a large outlay.

Mr. Gorpon: Yes, it would be a fair outlay but I would prefer not to give the
figure because it might affect the negotiations in respect of the property.

Mr. Fraser: If Newfoundland wants to get tourists they have to have that
hotel put into first class shape.

Mr. Goroon: I beg your pardon?
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Mr. Fraser: If Newfoundland wants to get tourists in the new province they
must have that hotel put into first class shape. It is certainly not in that shape
at present? ;

Mr. Gorpon: We have made a very careful review of it and there is no doubt
about it but a lot of work has to be done.

Mr. ApamsoN: Before we leave the item I want to make a suggestion to the

_president regarding Jasper. I noticed that there was a profit of $149,000 which
is I think rather more substantial than one would have expected. However, 1
wish to suggest to the chairman this possibility. Jasper Park in the winter at
present has some of the finest skiing in the world but there is absolutely no
accommodation provided by the Canadian National to take the people to those
slopes.

I speak with some knowledge having been there, and having skied there and
in the ice fields. There is, as I say, excellent skiing—fine powdered snow and
magnificent terrain. It is as good as any in the world. This year, from the
city of Toronto alone, four special parties were made up, taking several cars or
separate accommodation on the trains. Three of those parties went to Aspen
and Sun Valley, one went to Banff, and one went by special plane over to
Switzerland and Austria. Now the summer season for these resort hotels is
extremely short but it has been found, both in the United States and on the
continent of Europe, that the winter season can become as profitable as the
summer season.

I want to suggest to the president that he at least investigate the possibility
of establishing facilities for winter tourists at Jasper Park. I realize that Jasper
Lodge is iself out of the ski belt and construction would probably have to be
undertaken in Tonquin Valley, Marble Valley, or up the Athabaska river; but
the demand is there. If you had accommodation I am quite satisfied that the
business would be profitable. It has proved so. From the figures I have given
you for Toronto alone you can see that our people are going to Europe and to
the United States simply because they have not got accommodation in our own
country. I do hope, Mr. Gordon, that you will look into this because I think you
are missing one of the greatest bets that exist in Canada today as far as the
tourist business is concerned.

The lack of snow here in the Laurentians was estimated, I think, to cost
$2,000,000 a month. There certainly was no lack of snow, and there never was
any lack of snow in the Rockies. The skiing is assured.

I feel that there is a tremendous market there if you are prepared to go in
and build the facilities which are necessary. I hope during the next year a real
survey of this will be made because I think you are missing a source of
considerable revenue.

Mr. Gorpon: Thank you, Mr. Adamson. I am interested in any construec-
tive suggestion which will mean the provision of service which can be rendered
on an economic basis and where we can make some money. However, I must
say that I cannot refrain from making this comment, and I hope I do not, sound
querulous in so doing. I take it to be my job to get this railway to a position
where it can be run and operated to make a decent return and to the point where
we get results which measure up to the effort. However, all the suggestions
I have had so far are aimed at spending money. I am, personally, not afraid
to spend money if the expenditures, following proper investigation, indicate
that we can make a decent return. I think your whole propostion will have to
be conditioned to that test.

Mr. Apamson: I am merely asking you to make a survey.

Mr. Gorpon: I appreciate your suggestion and I recognize that it is a con-
structive one but I warn you of the sort of test that will be applied.

The CualrmAN: Shall the item carry?

Carried.

1
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Mr. Fraser: Before you go to the next item, may we have answered the
questions which were asked this morning. I believe Mr. Dingle now has the
information.

Mr. DINGLE: There was one question Mr. Fraser asked with respect to the
new Bonaventure sheds as to whether they had a sprinkler system. I can tel]
him now that there is an up to date, modern sprinkler system throughout the
entire layout—both sheds and platforms. The buildings, as I said this morning,
are fireproof. In addition there are fire doors which divide the sheds into 400
foot sections.

The CuamMaN: I wonder if the rest of the answers might stand until we
clean up these further matters in the report. We have only four more headings.
Shall the item ‘“telegraphs” carry?

Carried.
“New oil fields”?

Mr. Fuuron: I wonder if we could have the answer to the question asked
yesterday regarding royalties?

Mr. Goroon: Shall I deal with that now?

The Cramrman: The president was going to consider to what extent he
could answer the question.

Mr. Goroox: Well, I have considered the question and it seems to me that
it is a matter of policy. We must remember that this is a contract which was let
‘after applying for tenders from all interested oil companies. To reveal the nature
of the successful tender would be to reveal the private business of that company.
I question, Mr. Chairman, very much if it is in order that through this committee
competitors of that company should be put in possession of 1nformat10n as to the
conditions under which they successfully tendered. There may be other tenders of
that character and it would not, in my opinion, be a wise policy to make informa-
tion of that nature generally available through the medium of this committee.
Now, there is no particular secrecy about it; it is, on the other hand, a question of
policy. If you still feel we should give you this information, and the committee
o0 directs through you, Mr. Chairman, we will of course produce it. In the mean-
time may I suggest that if the member interested, Mr. Fulton, would like me
to I will be pleased to make it available to him privately. But as I say, I do
not think it would be good business to make the information public through a
statement on this matter before this committee.

Hon. Mr. Cuevrier: Well, Mr. Chairman, as far back as I can remember
it has always been the policy of this committee to give as much information as
possible, but when an officer of the Canadian National Railways makes the sug-
gestion or gives it as his opinion that it might not be desirable to give out certain
information, it has been my understanding always that such information was not
made pubhc that in the past the committee has always followed the advice of
the officers of the railway.

Mr. Fururon: That brings us right back to the point I raised yesterday. If
the information is of such a nature that it would be an advantage to a competitor
of the railway then the president might quite probably recommend or refuse to
produce such information as a matter of policy. In this case it is not a matter
- which affects the railway or its competitors and therefore, I submit, the principle
does not apply. In this case we have the offer for sale of certain mineral rights
with respeet to which a number of ore companies submit bids or tenders. I do
not think making the information available to us would affect anybody seriously;
certainly the unsuccessful companies would know fairly well what their bid was,
and could figure out what the bid of the successful tenderer must have been.
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Mr. Gorpon: But they do not know the actual terms of the successful tenderer
~and that might quite easily have an influence on the business of that particular
company and it might have an effect on future operations of that character as they
relate to this railway.

The CuamRMAN: Mr. Fulton, would you care to take advantage of the sug-
gestion made by Mr. Gordon, that he would convey certain information to you
personally; and if after that dlscucsmn you feel that you require further mforma-
tion you could then again bring the matter up.

Mr. Fuuron: I was just going to say with respect to or in answer to your
auggestlon Mr. Chairman, that it seems to me it is a case where a capital asset
is being disposed of. 1 am afraid there are all sorts of questions which would
develop from that, many of which we might expect to be ruled out. We cannot
understand it w1thout going into the situation generally, the percentage of royal-
ties and that sort of thing. Then, too, I take it, from reading the report, that
arrangements have been completed The report says:

“The railway has retained title to the mineral rights in respect of 3,000,000
acres of lands in Saskatchewan and recently completed arrangements for leasmg
the exploration and development rights on a rental and royalty basis.”; so we
will take it that the whole thing is now complete.

The CuArRMAN: Well, then, Mr. Fulton, in order to finalize the matter,
how would this suggestion appeal to you? That you write out a motion clearly
indicating the information for which you ask. We will leave it on the table
for half a day to give every member of the committee an opportunity to consider
the matter in his own mind, and also give Mr. Gordon an opportunity to see
how far he can go in meeting your request. I think that we would only, perhaps,
be losing valuable time by any further discussion now.

Mr. Forron: I have just been advised that Alberta is also involved from
the standpoint of the successful tenderer. I will do that.

The Cuamrman: Thank you.

Mr. ForLwern: Following that point up, does the Canadian National
control or own certain lands in other provinces with respect to mineral rights?

Mr. Gorpon: I think not, but I would like to be sure about it. If there
is anything more it would be very small.

Mr. HarrieLp: They used to be shown in the financial statement of the road
as assets of the railway; do you still show them as that?

Mr. GorpoN: Just the mineral rights.

Mr. HarrieLp: Just the mineral rights?

Mr. Gorpon: We have always had the mineral rights. We carried that land
as an asset so long as we had any land, but when we sold our land we ruled the
asset out. Those mineral rights at that time were considered not valuable. The
land has been sold for quite a number of years now.

Mr. Harrmerp: Do you lease these mineral rights to one company or to
dozens of companies?

Mr. GorooN: We offer the mineral rights for sale by tender and any oil
company in Canada can put in a bid, and the rights are usually sold to the
highest or successful tenderer. The actual number of acres involved is 3,146,249.

Mr. Furron: That asset would not be carried at a nominal dollar?

Mr. GorpoN: No, we did not value our mineral rights at all. We still do
not know what they are worth, or that they are worth anything; they are not
worth anything unless or until oil is found on the land.

Mr. Fraser: Is there any reason why this committee should not know the
name of the oil company?
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The CuARMAN: Mr. Fulton has adopted the suggestion of the chair and will
draft a motion which he will lay on the table and then we can all see and
consider it.

"Mr. Apamsox: Just on this point, Mr. Chairman, I want to say that 1
support Mr. Fulton in his request because it involves public funds. I think it
is the duty of this committee to find out how mineral rights belonging to the people
of Canada were disposed of.

The CuarMAN: That is the motion which is now before the chair and there
will be a full opportunity to discuss it.

Assisting development is next.
Carried.

Colonization and agriculture:
Carried.

Research laboratory :
Carried.

Mr. Fraser: On this question of agriculture and colonization, have you an
agent in the United Kingdom?

Mr. Gorpon: Yes, and on the Continent. We have an agent there who travels
from place to place.

Mr. ForLweLL: May I ask Mr. Gordon the policy with respect to vacant
farmlands? Are there any vacant farmlands owned by the Canadian National?

Mr. Gorpon: In some cases, yes. But it does not necessarily mean that we
own the farmland, what we are trying to do is to get the farmers located on
farmland adjacent to our lines.

Mr, ForLwerL: I am trying to get some information about where the farm-
land owned by the Canadian National is, and whether when it is offered to the
public it is offered at a reasonnable price; is that right?

Mr. Gorpon: We have been disposing of farmlands as a matter of managerial
policy for many years. We try to sell them at the market price. We have an
efficient real estate department which looks after that; and in dealing with
settlers we have in mind making it as attractive as possible; but we do have an
eye on the market price.

Mr. Harrierp: I would like to ask if the Canadian National Railways do
any research along industrial lines?

Mzr. Goroon: Yes, the traffic department also has the matter in hand.
Research and Development are trying more specifically to investigate the possi-
bilities of establishing industry at points adjacent to our lines, and they are doing
very good work in that respect.

~ Mr. Apamson: When you are placing orders for new equipment do you
write your own specifications, or do you follow American standards? I under-
stand that generally you follow the accepted engineering standards.

Mr. Goroon: In most cases I believe that is right. We write our own
specifications, although we naturally have in mind more or less standard speci-
fications and standard equipment.

The Crarman: Carried. Now, gentlemen, our next item is the budget.

Mr. Furron: Should we not wait until we have received all the other
statements which have been asked for?

The CramrmaN: I thought that the general feeling of the committee was
that we would consider them in relation to the various headings in the budget
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items, and if, after we have dealt with the budget, any items are found, or
any point is found which has been overlooked, Mr. Fulton, we will certainly
allow questions. : ,

It is now 6 o’clock and I think it is rather apparent from the comments of
the meeting that a majority would like to sit tonight. I believe, however, a
minority feel that it would not be fair to have to do that. I suggest we do not
meet tonight but that in our work tomorrow and in our future sittings members
should be content to ask questions in regard to specific items which happen
to be before us. I think we should go around the table and permit every member
to have an opportunity to clear up his first questions before he is interrupted.
I believe that would save a lot of time.

The committee adjourned to meet again tomorrow, March 20, 1950, at
11 a.m.
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MINUTES OF PROCEEDINGS

WepnNEspAY, March 29, 1950,

The Sessional Committee on Railways and Shipping Owned, Operated and
Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes
- Cleaver, presiding. .

- Members present: Messrs. Adamson, Bourget, Carter, Cavers, Chevrier,

Cleaver, Follwell, Fraser, Fulton, George, Gillis, Hatfield, Healy, Helme, James,
- Knight, Macdonald (Edmonton East), MecCulloch, McLure, Mott, Mutch,
- Pouliot, Thomas.

' In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman and
- President, Mr. S. F. Dingle, Vice-President, and Mr. T. H. Cooper, Vice-
President and Comptroller, Canadian National Railways; Mr. J. C. Lessard,
- Deputy Minister of Transport.

; The Committee resumed consideration of the annual report of the Canadian
- National Railways for the year 1949.

Examination of Messrs. Gordon, Dingle and Cooper was continued.
The annual report of the Canadian National Railways was adopted.

At 1 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day.

AFTERNOON SITTING

The Committee resumed at 4 o’clock p.m., the Chairman, Mr. Cleaver,
presiding.

i Members present: Messrs. Adamson, Bourget, Carter, Cavers, Chevrier,
. Cleaver, Follwell, Fraser, Fulton, George, Gillis, Hatfield, Healy, Helme, James,
Knight, Macdonald (Edmonton East), McCulloch, McLure, Mott, Mutch,
- Pouliot, Thomas.

Mr. Cooper tabled a statement respecting the nature and purpose of the
- Canadian National Securities Trust, which is printed as Appendiz A to this day’s
minutes of proceedings and evidence.

i The Committee proceeded to consideration of the Budget of the Canadian
National Railways for the year 1950. :

Examination of Messrs. Gordon, Dingle and Cooper was continued.
The Budget of the Canadian National Railways was adopted.

At 6 o’clock p.m. the Committee adjourned until Thursday, March 30,
at 11 o’clock a.m.

A. L. BURGESS,
Clerk of the Committee.
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MIN UTES OF EVIDENCE

House oF COMMONS
March 29, 1950.

The Sessional Committee on Railways and Shipping met this day at 11 am.
e Chairman, Mr. Hughes Cleaver, presided.

The CuamrmaN: Gentlemen, it is eleven o’clock and we have a quorum.
understand that in the past it has been the practice to call each of the P
dings of the financial statement, so, if you will turn to page 20 of the report, el
e first heading is assets and lla‘blhtles

(Table fallows on next page)
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CONSOLIDATED BALANCE SHEET AT 31st DECEMBER, 1948

ASSETS
INVESTMENTS:
Road and Equipment
Property: . .t st o $2,118,250,616.54
Improvements on
Leased Property. ... 2,522,805.19
Miscellaneous Physical
PrOPOrtY:: 2o v i58 65,360,316.14

$2,186,133,737.87
Capital and Other Re-

serve Funds:
System Securities at

................. $ 866, 500.00
Other Assets at cost. 4,020,002.00
_ 4,886,502.00
Deferred Maintenance
Bunds) e ranie et . 9,000, 000.00
Investments in Affili-
ated Companies. . ... 63,478, 623.15
Other Investments:
Sysbem Securities at
................ 80,000.00
Other Assets at cost. . 829,247.53

909,247.53

CURRENT ASSETS:

20,126,213.87
6,238,905.13
9,678,474.08

17,296, 655.43

Temporary Cash Investments............
BBl IdenORItEL - L5 s A S e v
Net Balance Receivable from Agents and

OGO 373 st i b e ik Sone o d e el

Miscellaneous Accounts Receivable....... 12,288,618.54
Government of Canada—Bulance due on :
DaReIt ACCOURY. <. s v o aesra 8,043,026.76

Material and Supplies.................... 61,126, 536.28

Interest and Dividends Receivable....... 144,004.77
Accrued Accounts Receivable............ 3,950,939.03
Other Current Assets...........v.veeds.n 16, 180. 60

$2,264,408,110.55

139,009, 554.49

LiABILITIES

Stocks: 2
Capital Stocks of Subsidiary Companies held by Publie. ..

Long TeErM DEBT:
Funded Debt Unmatured:
Held by Publio -t e it s . $ 612,380,194.23
Held in Special Funds................. 12, 485 725.45

GOVERNMENT OF CANADA—LOANS. -0 ivvierennrnnnriannn s

CURRENT L1ABILITIES:
Traffic and Car-Service Balances—Credit $
Audited Accounts and Wages Payable....
Miscellaneous Accounts Payable..........
Government of Canada — Interest Pay-

9,797,700.77
22,430,248.95
6,182,844.39

BDlE. 5 o T e e L e R e 20,938, 744.49
Interest Matured Unpaid........0........ 4,570,152.14
Unmatured Interest Acerued............. ,  5,461,480.75
Acecrued Accounts Payable............... 7,401,453.03
Taxes - ACCrunt i wis -t ah oo i e R s 5,109,070.08
Other Current Liabilities. #.............. 6,728,515.57

DEFERRED LIABILITIES:
Pension Contract Reserve................ $ 50,514,000.00
Other Deferred Liabilities......... ey 5,786,035.88
RESERVES AND UNADJUSTED CREDITS:
Insurance ReserVe . cis Js s s sr s et $ 12,296,327.00
Accrued Depreciation—Canadian Lines— -
BEquipment only. . ovcvis . st smt soie i is 126,931,715.41

Accrued Depreciation—U.S. Lines—Road

and Bouipment .. S s st 25,967,313.92
Acecrued Amortization of Defence Projects. 3,183,007.34
Deferred Maintenance Reserve........... 9,000, 000.00
Other Reserves. i il v o atsssm, >
Other Unadjusted Credits................

$

4,560, 290.00

624,865,919.68
743,661,161.77

88, 620,210.17

56,300, 035.88

1
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DEFERRED ASSETS!
Working Fund Advances. ................
Insurance Fund:
System Securities at

IR RN $ 5,465,225.45
Other Assets at cost. . 6,831,101.55
Pension Contraet Fund:
System Securities at
DR s e o 6,074,000.00
Other Assets at cost. . 44,440,000.00

UxapsUsTED DEBITS:
R ODAYTRONNEE v : < 5r s e SR e
Discount on Funded Debt. ;
Other Unadjusted Debits.......

457,327.06
12,296,327.00

50,514, 000.00
2,519,592.26
65,787,291.32

1,061,759.35
4,045,362.91
3,771,507.20
8,878, 629.46

$2,478, 083, 585.82

Sterling and United States currencies converted at par of exchange.

GovERNMENT OF CANADA—PROPRIETOR'S
Equrry—(See Note)
Represented by:—
1,000,000 shares of no par value capital
stock of Canadian National :
Railway Company............ $ 18,000,000.00
5,000,000 shares of no par value capital
stock of The Canaaian National
Railways Securities Trust. ... 378,518,135.02
Capital Expenditures by Government of
anada on Canadian Govern-
ment Railways............... 377,930, 580.80° ¢
—_— 774,448,715.82

CONTINGENT LIABILITIES:
Major contingent liabilities, as shown on statement attached.

$2,478,083,585.82

Nore.—The Proprietor’'s Equity is in-
cluded in the net debt of Canada and is
disclosed in the historical record of Gov-
ernment assistance to railways as shown in
the Public Accounts of Canada in accord-
ance with The Canadian National Rail-
ways Capital Revision Act, 1937.

T. H. COOPER,
Vice-President and Comptroller.

CERTIFICATE OF AUDITORS

We have examined the books and records of the companies comprising the Canadian National Railway System for the year
ended the 31st December, 1949. The total amount of the Investments in Fixed Properties and Equipment as brought into
the System accounts at the 1st January, 1923, from the books of the several Corporations and the Canadian Government,
Railways was accepted by us.

On the Canadian Lines, depreciation accounting for Equipment has been applied from the 1st January, 1940, retirement
accounting continuing in effect for Fixed Properties.

Subject to the foregoing, we certify that, in our opinion, the above Consolidated Balance Sheet is properly drawn up so as to
exhibit a true and correct view of the affairs of the System as at the 31st December, 1949, and that the relative Income
Account for the year ended the 31st December, 1949, is correctly stated.

As required by The Canadian National-Canadian Pacific Act, 1936, we are reporting to Parliament in respect of our annual

audit.

10th March, 1950.

GEORGE A. TOUCHE & CO.,
Chartered Accountants.
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Any questions on assets and liabilities?

Mr. Furron: Where is the figure for the oil rights carried, or is it carried
this year? You told us it had not been carried in the past. Is there anything
on that in this year’s balance sheet?

Mr. Gorpon: Nothing in 1949,

. I\/EPr. Furron: Is it intended to include the item for that in subsequent balance
sheets? '

Mr. Cooper: It will be in the income account; that is to say, we will receive
certain payments under the arrangement and they will appear in our income
statement rather than in our balance sheet.

Mr. Fuuron: Could you give us a general account of the increase in mis-
cellaneous physical property? I see it has gone up this year as compared with
last year judging from a very quick survey of the previous year’s operations. The
item is miscellaneous physical property. That item appears to be going up $2
million a year. What sort of property does that ‘cover?

Mr. Cooper: That account, Mr. Fulton, carries our investments in non-
transportation property. The principal items in this balance sheet account are
the costs of the International Aviation Building in Montreal, which at December,
1949, amounted to $3,977,000; it also includes the investment in the Vancouver
Hotel, $11,666,000; investment in Canadian National Hotels, $27,438,000; sub-
sidiary companies, $14,670,000; and grain elevators and warehouses, $3,945,000.
Those are the principal items. The increase during the year is very largely in
connection with the construction of the International Aviation Building at
Montreal.

Mr. Funton: Thank you.

The CHAIRMAN: Any further questions on assets and liabilities?

Mr. Furron: Mr. Chairman, the total assets are shown to be in the neigh-
bourhood of $2% billion. I would like to ask Mr. Gordon whether the interest-
bearing debt of $1-3 billions or approximately one-half of the total assets is con-
sidered high in comparison with other companies, say other normal companies.

Mr. Goroon: I think Mr. Cooper could handle that question better than I
can.

Mr. CoopEr: Are you thinking in terms of percentage relationship to total
capital, Mr. Fulton?

Mr. Furron: Yes.

Mr. Cooper: At the end of 1948, the percentage of total capital represented
by funded debt for us was 63-3 and for the United States railroads was 55-3. I
have comparable figures for 1945, including the Canadian Pacific railway: For
the Canadian National, it was 61-8, for the Canadian Pacific, 45-2, for the United
States railroads, as a group, 55+3.

Mr. Fururon: The Canadian National in 1945 was-61-8?

Mr. Cooper: 61:8, yes.

Mr. Fuuron: Do you take the American figures as more or less normal?

Mr. Coorer: Well, they represent the average of the United States railroads
as a group, and I think it is indicative of the situation in the United States
generally.

Mr. Fuuron: And yours, from 1945 to 1948, has gone up approximately 5 per
cent, when you said yours is now at 63-3 and the corresponding figure for the
American railroads was still 55-3 in 1948?

Mr. Cooper: That is correct.

Mr. Furroxn: So that your is 8 per cent higher than theirs?

Mr. Coorer: Yes.

a0 b Thaa g i ol
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Mr. Furron: Is that considered of itself sufficient to completely distort the
picture as to the effect on the earnings of the Canadian National Railways?

Mr. Cooper: We think, sir, that the proper comparison should be the amount
of fixed charges in comparison with the earning power of the railway. That is
to say, we would express our fixed charges as a percentage of gross earnings, and
we would make our comparisons on that basis. I will give you now the average
ratio over the period from 1923 to 1947,—for the Canadian National Railways,
the relationship of fixed charges to gross operating revenue was 18+46 per cent;
for the Canadian Pacific Railway it was 9-87 per cent; and for the Class I rail-
roads of the United States, 10-98 per cent. From that you will see that the ratio
of the Canadian National runs about twice that of either the Canadian Pacific
or the American railroads. ‘

Mr. Furton: Yes, thank you. Can you tell us how much the figure for
investments in property—that is the item in the balance sheet under assets, the
first general item—has increased over the last ten years, and since 1923, when
I believe the system was consolidated? That is, how much have your physical
assets been increased over those two periods? :

Mr. Coorer: Our investment expenditures in the period 1923 to 1947,
amounted to $707,556,744. This includes investments in road and equipment,
et cetera, and investments in affiliated companies.

Mr. Fuuron! So that, from 1923 to date, your investment expenditure
amounted to $700 million odd. Does your balance sheet reveal the cost or are
your figures of capital assets in accordance with the increase in value?

Mr. Cooprer: At cost. We do not change it because of changes in the price
level. It represents the additional capital investment. |
The CHAIRMAN: I wonder, Mr. Fulton, if the answer you want is not this:
would you give us, Mr. Cooper, the figure in your 1923 financial statement
comparable to the investment and assets figure in the statement now before us
of $2,186,133,737?

Mr. Fouron: I think it should be taken as the figure of $2,264,000,000,
because there are investments in other companies included there.

Mr. Coorer: I have a statement here which shows what it was at the end of
1922: it was $1,502,552,672, and at the end of 1947, is $2,009,365,828. That is the
first figure on the assets side of the balance sheet i.e. investment in road and
equipment.

The CrARMAN: Mr. Fulton has asked for the offsetting figure comparable
. with the present figure of $2,264,000,000.

Mr. Coorer: I am sorry, but I do not have a balance sheet for 1923 here.

Mr. Furron: You are still carrying though your original investment repre-
sented by road and equipment property and such other investments as you had in
general in 1923 at the same figures as they appeared in 1923. You have not
allowed for any increase in actual value of these properties.

Mr. Coorer: No increase due to variation in the price level. There was a
certain amount of writing down in 1937 as the result of the Capital Revision Act.
I wonder if I may put this small statement on the record.

Mr. GorooN: I will read that statement in connection with it:

_ Investment in road and equipment as it appears in the balance sheet
1s presumed to represent original cost. In accepting the figures at their
face value, however, one would have to take a great deal for granted.
This railroad goes back to the beginning of railroading in Canada more
than one hundred years ago. There have been hundreds of separate
companies which have been organized, built their lines, operated them for
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a while and then ceased to exist, their properties passing by purchase,

amalgamation or otherwise. Their accounting was not under regulatory
authority. It followed the judgment of the accountants or the policy of
the owners. On transmission the investment account often was deter-
mined by the par value of the securities issued in exchange. All one
can claim then for the present ledger figures is that they are historical costs
recorded by many persons under different accounting theories, in many
different books, over a long period of time.

The CuammaN: What about depreciation, Mr. Gordon, over the penod?
Are you carrying those figures at the original amounts without any depreciation
write-off?

Mr. Coorer: We have the amount accrued as depreciation, on the liability
side of the balance sheet.

The CuamrMAN: Where is that?

Mr. Gorpvon: You will find it under reserves and unadjusted credits.

Mr. Fuuron: The point T want to establish is—unless it has been modified by
that statement—that there has been no increase in capital valuation of your
assets from the time you took them over and fixed the value except for subse-
quent capital expenditures, which you have made.

Mr. Gorpon: I think I see your point, Mr. Fulton. The figures shown on
this balance sheet are the historical figures only. To get an up to date valuation
of the property would be almost a superhuman job.

Mr. Furron: I do not want to transgress on the ruling that has been made,
and I do not think this question will do that, but will it be necessary, or is it
contemplated in your brief before the royal commission to make a survey of
the actual values of your capital assets?

Mr. Gorbon: Not on the submission as it stands. It will depend in due
course whether the argument leads to a conclusion that the Canadian National
becomes a base for making rates in this country.

Mr. Furron: But not otherwise?

Mr. Gorpon: I see no reason for it otherwise.

Mr. Furrox: Can you tell me the practice, and I am genuinely asking for
information here, of other comparable railroad companies?

Mr. GorpoN: Before you ask that may I just add something which Mr.
Cooper suggests to me. There would be another reason—if a decision were
made in respect of depreciation accounting along the lines now being considered
by the commission.

Mr. Furron: Can you tell the practice in other comparable railroad com-
panies? Do they make periodic adjustments of the figure at which the assets
are carried?

Mr. Cooper: They are carried on the basis of historical cost.

Mr. Goroon: There have been some pretty widespread revisions through
bankruptcy and other reasons. I am speaking there of companies in the United
States and it was partiéularly true during the 1930’s.

Mr. Cooper: And the 1940’s.

Mr. Furton: Coming to the figures on the liability side, you have contingent
liabilities entered but no figures shown. Again I am genumely asking for infor-
mation, would it not be more realistic to show contingent liability at some
figure, for balance sheet purposes?

Mr. Goroon: If you will turn to page 23 you will see that we have a state-
ment there in regard to contingent liabilities.

T
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Mr. Furron: I see that but I notice in most cases, or at least in one case
the liability is several and not joint and it could be calculated with some accur-
acy, but you have not got it at any figure on the balance sheet. I wonder if it
would not be more realistic if you had some figure on the balance sheet itself?

Mr. Coorer: No, sir. I do not think that is possible. It is not possible
to compute the contingent liability and express it as a figure. The contingency
is so indeterminate that I do not believe it can be resolved and computed as
a figure and stated on the balance sheet.

Mr. Furrox: For instance, you have under the Toledo Terminal Railroad
Company, on page 22, a liability assumed of $5,800,000 in respect of first mort-
gage bonds. Would not that be classified as funded debt, and, although the
liability may be contingent, could you not assess a figure for it and put 1t in
the balance sheet?

Mr. Coorer: If I were assessing the liability which we may actually have
to meet under that particular obligation I would say that it was zero; it is so
remote that the C.N.R. will never be called upon under that guarantee.

Mr. FuuronN: Does that apply to all contingent liabilities?

Mr. Cooper: I would not say all of them. Take the bottom one, the Cana-
dian National pension plan. We say there that we are not accruing for
pensions for people presently in service. That would be a very sizable figure,
but it is not one that can be accurately computed or one which would be
especially informative if it could be computed.

Mr. Pourtor: This is like a fireside chat.
Mr. Coorer: I thought you were going to say a fire without heat.
Mr. Fraser: Without the fire.

Mr. Furron: Can you tell us the figure at which Canadian National steam-
ships on the British Columbia coast are carried?

Mr. Coorer: You want the investment figure at which they are carried?
-Hon. Mr. Cuevrier: That figure is in the accounts of the railway, it it not?
Mr. Cooper: At the end of 1949 the figure was $4,279,673.60.

Mr. Furron: I will not object if the chairman says that I should ask this
next question under either expenses or under the budget, but I will indicate
the question now. I understand that new regulations are contemplated or are
actually in the course of preparation as a result of the Noronic fire. I understand
they will involve very considerable expense if they are put into effect on all
steamships. Have you any figure for the cost of complying with those regulations,
or have you been able to make an estimate?

Hon., Mr. Cuevrier: Perhaps I can give some reply to that. Following
the Noronic disaster T made a statement in the House that we would carry out
the recommendations of the Kellock Commission and proposed regulations were
immediately enacted by the Board of Steamship Inspection to put the recommen-
" dations in to effect. The proposed regulations were sent to all operators on the east
coast and the west coast and in the Great Lakes area. It was indicated to them
that these were regulations which would meet with the recommendations of the
Kellock Commission and they were asked for their reactions. The three groups
came to Ottawa and made representations indicating that to put all these regula-
tions into effect would be a tremendously costly thing. It would in fact put some
steamship companies out of business entirely. While we have not yet arrived at
a conclusion we are very much impressed—I am at least—by the counter-pro-
posals that have been made by the operators. I think it will boil down to this.
In the amendments to the Canada Shipping Act which will be made at this session
we are bringing into effect the provisions of the Safety of Life at Sea Convention.
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If we can get the operators on the east coast, the west coast, and on the Great
Lakes to abide by that convention I think we will, in a large part, meet the

recommendations' of the Kellock Commission although it will not wholly meet -

them. If we are able to do that I think we will have gained a great distance in
substantially strengthening the effect of the regulations on all our ships, in order
to avoid a catastrophe such as we had at Toronto on the Noronic.

Mr. Fuvuron: I take it from your answer to the question that the expense
of complying with the new regulations will not be as great as for complying with
the original suggestions or recommendations?

Hon. Mr. Cuevrier: No, but it will be quite a substantial cost and the
proposals have been objected to to some extent by the operators. I think,
however, that we will be able to get agreement by all sides on the submissions
that we will bring forward under the Canada Shipping Act amendment.

Mr. Fuuron: Have the negotiations proceeded far enough to enable a
company such as the Canadian National to estimate what it will cost for its
ships?

Hon. Mr. CuevriEr: No, I do not think so."

Mr. Fraser: The reason that they object is because of the fact that most
of the ships are of ancient vintage?

Hon. Mr. Cuevrier: The point is that in the past in all countries new
regulations have applied only to new ships and they have’ not been made retro-
active. The Kellock Commission recommendation is to the effect that the regu-
Jations should be made retroactive.

Mr. Fraser: It would take them all in.

Hon. Mr. Curvrier: Yes. For instance, in the cases of present ships like
some which C.S.L. operate on the Saguenay in the summer months, and it would
also apply to some operating on the west coast, the installation of steel bulk-
heads and so on would be a tremendously costly matter. It would mean that
some of the ships would have to be scrapped entirely. I think we will have to
temper justice with common sense and try to reach a conclusion that will meet,
as far as possible, the recommendations of the commission, but still allow those
ships to operate. We have a middle way if we can get the operators to abide by
the International Safety of Life at Sea Convention.

Mr. Fraser: If you have another disaster you: will have to have more
regulations. :

Hon. Mr. CHEVRIER: We hope that we will not have a disaster. The point
is that we may have to decide between the regulations I mention and more drastic
regulations which would put some people out of businesg entirely.

Mr. Fuuron: And deprive others of service.

Hon. Mr. Caevrier: Yes. I know of one instance on the coast where, if a
ship is put out of business, there will be thousands of people who will not
receive service at all. I am afraid that with reference to that particular route
we will have to make an exception to the recommendations of the Kellock
Commission. However, I think that when we have the Canada Shipping Act
before the House it will be in such shape that it will commend itself to most
members. We have given it very careful study.

Mr. Apamson: Have C.S.L. ships stopped operating on the upper lakes?

~ Hon. Mr. Curvrigr: I think they have just one or two ships—oh, I am
informed that there are none left on the Great Lakes.

Mr. Apamson: They now have a purely lower St. Lawrence service?
Hon. Mr. CHEVRIER: Yes.
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Mr. McLuge: If the regulations went into effect in our province we would
not have any communication with the mainland.

Hon. Mr. CHEvRIER: Perhaps you had better convince your friend from
Peterborough. 3

Mr. Fraser: I am thinking of the safety of the people.

Hon. Mr. Cugveier: That is very much in our minds too.

Mr. HarrieLp: What does temporary cash investment consist of?

Mr. Goroon: What was the question? ’

The CuaRMAN: What does temporary cash investment consist of?

Mr. CoopEr: There are two items in this balance sheet account. On the
liability side of the balance sheet under reserves and unadjusted credits there
is a reserve entitled “accrued amortization of defence projects,” $3,183,007.34.
Funds against that reserve are carried in this particular account. The other
item is an amount of $2,730,000° which represents bonds which were carried
in the deferred maintenance fund during the year. When a portion of the fund
was transferred to operating expense the bonds were released from the deferred
maintenance fund (which is carried back into the investment group) and moved
down to “Temporary cash investments.”

The CuHAIRMAN: Are there any further questions?

- Mr. Fuuron: I have just one more question in regard to the west coast
steamships. Can you give us the breakdown there? All you have is a figure
showing the total income, but can you say whether the service operated at a
profit or a loss and, if so, what is the figure?

Mr. GorooN: The over-all operations of the Canadian National Steamships
Pacific Coast Services showed a loss of $232,011.52

Mr. Furron: I was going to ask what the anticipation for this year is, but
I will leave that until we get to the budget.

Mr. Fraser: What do you mean by defence projects?

Mr. Cooper: During the war a number of facilities were constructed at
different points—tracks into war plants and things of that sort—and we anti-
cipated that at the end of the war there would be no particular use for those
facilities and we would have to write them off. This reserve was established for
that purpose. We found that subsequent to the war there was a need for those
facilities and they have been continued in use.

Mr. Fraser: They are being used?

Mr. Cooper: Yes. The lowering of business activity since the war which
was anticipated has not taken place.

The Cramrman: Mr. Pouliot, would you speak a little louder, please. You
cannot be heard up here.

Mr. Pouvior: So nice of you to call my attention to it. I will speak louder.
I was asking Mr. Cooper about interest and these bank accounts, and I wanted

to know whether these funds were carried in current accounts or savings
accounts?

Mr. Cooper: Not in savings accounts. They are carried in current accounts.

Take the first item there under current assets, cash, $20,126,213.87—do you see
that there?

Mr. Pourtor: Yes, what is the difference between cash and temporary cash?

Mr. Cooper: Temporary cash investments represent securities which are
negotiable,

Mr. Fraser: Of what are they made up?
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Mr. Cooper: They are deposits or funds which have been earmarked for
payments such as bond interest, or for the purchase of equipment; and things of
that kind.

Mr. Pourior: How many bank accounts have you in all for the system?

Mr. Coorer: I would say that we have altogether some hundreds of different
accounts in Canada, the United States, Great Britain and elsewhere.

Mr. Pourior: In any event you have many accounts?
Mr. CooprEr: Yes.
Mr. Fraser: In that item of temporary cash investments, is that really cash

that is shown there or bonds to that amount? Because if you put them in that
form in your account it would be a little misleading.

Mr. Apamson: I would like to ask Mr. Cooper—

The CHAIRMAN: You might permit Mr. Cooper to answer the question.
Mr. Apamson: Oh yes, I am sorry.

Mr. Fraser: I think to show that as cash there is wrong.

Mr. Cooprer: You mean it would indicate—

Mr. Fraser: Temporary cash investments. I think the word “cash” there is
wrong and misleading in a statement of that kind.

Mr. Coopgr: I would not be inclined to agree that it is misleading. All of
this money is invested in Dominion of Canada 3 per cent bonds.

, Mr. Fraser: But it is a temporary investment and might be in equipment
trust and that sort of thing.

Mr. Goroox: Oh, no; that is all in bonds.

Mr. Fraser: That is all bonds in it?

Mr. Gorbon: Yes.

: Mr. Coorer: The caption is in accordance with the usual railroad termin-
ology.

Mr. Gorpon: In other words it would be quite easy to dispose of the bonds
and get the cash. You see, as we set aside a certain reserve for this purpose out
of operating revenue we invest that amount in Dominion of Canada bonds in
order to get an interest return on that money which would otherwise be idle.

Mr. Pourtor: And you get more for it that way than you would if you held
it as cash?

Mr. Gorbon: Quite so.

Mr. HarrieLp: But what happened; how did you get bonds back to that
amount?

Mr. Coorer: As regards these war plants, we anticipated that we would have
a loss at the end of the war if we then had to write them off and we established
a reserve against that loss. We invested the funds representing that reserve in
securities of the Dominion of Canada, 3 per cent bonds; and that is what you
see here. It has nothing to do with the investment in the physical property.
Investment in physical property is carried under road and equipment property,
which is the first item of that table.

Mr. Gorpox: I think I see what you mean, Mr. Hatfield. It is a very simple
matter. The real point is that during the war we took a certain number of millions
of dollars out of our revenue and set that aside as a cash reserve against
future needs, and that cash reserve in turn was invested in Dominion of Canada
bonds and is ready whenever we need it.

Mr. Apamson: I want to ask Mr. Cooper to go back to the question of
maturity of stocks shown there on the liability side, an item of roughly $5,000,000,
and more particularly to the 5,000,000 shares of no par value capital stock of the
Canadian National Railways securlty trust shown at $378,000,000.
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~ Hon. Mr. Cuevrier: We will deal with that when we come to the matter of
~ the security trust. : : 3
Mr. Apamson: I want to get some clarification as to that situation. I want
to know something about this method of financing the security trust. How do we
- get this item on the liability side of the security trust? Yesterday I think you
- said the security trust was kept separate.

The CuaRMAN: Mr. Adamson, I wonder if you would mind waiting. We
will have to deal separately with the report on the security trust and I think
it would be much more orderly if we deferred questions on the security trust
- until we are dealing with that report.

A Mr. Apamson: Yes, I agree with you, Mr. Chairman, but I thought the
- comptroller might be prepared to give a short general answer to my question.

- Mr. Coorer: I wonder whether it would be satisfactory if I were to file
a statement, Mr. Adamson, so it could be included in the proceedings of this

~ meeting.

Mr. Apamson: Yes.

Mr. Cooper: On the other hand, if you wish—

The CuamrMmAN: No; he said, yes. It will be entered in the record of today’s
proceedings.
(See Appendiz “A”)

Hon. Mr. CHEvrIER: In the meantime I will arrange to have copies made
I for distribution to members of the committee for their immediate use.

if 4 Mr. Fuuron: That will be very helpful. I have two other questions, Mr.
- Chairman. The first is this: Is there an item in the budget for pensions and
- 80 on? If so I will defer my question on that. '

Mr. Coorer: There will be an item for pensions in the 1950 budget.

~ Mr. Fuuron: Then, the other question is this: In last year’s balance sheet
“other assets at cost” were given at $17,856,000 odd and this year the same
- item is shown as being $4,010,000 odd; can you tell us what disposal was made
. of the items included in the difference between these two entries for last year
~and this year?

Mr. Coorer: What items are you speaking of?

Mr. Furron: Last year’s balance sheet, the consolidated balance sheet at
December 31st, 1948, shows the total of other assets at cost as $17,856,704.32, and
the same item carried in this balance sheet shows $4,010,002. T wonder if you
. could tell us what dispositign has been made of those other assets to reduce
- this item to the amount shown in the 1949 balance sheet.

| i Mr. Cooper: There is a reduction in that account, Mr. Fulton, of $13,811,702.
[ We had three trust issues. The funds which were received as a result of the
& sale of those securities were placed on deposit and withdrawn as certified invoices
8 for delivered equipment where received. In 1949, $423,800 was released from
b tru§t series “R”; $2,805,380 from trust series “S” and $10,670,741 under trust
Rtenies “T”,

Mr. Furton: T see. That would mean that the “other assets at cost”

- carried there was brought down to the amount that is shown here, and this was
1 transferred to—

Mr. Cooper: It was used for new equipment.

: Mr. Pouvior: Did T understand you to say that the C.N.R. had over 200
- accounts in various banks in differgnt’ parts.of Canada?

Mr. Cooper: Yes, I would say we had more than that.
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The Cuamrman: We now deal with capitalization of Canadian National
Railways:
'~ CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS

! Balance at Per cent,
Year 1949 31st Dec., 1949 of Total

Equiry CAPITAL:*

Government of Canada—Proprietor’s Equity:—
Capital Stock of Canadian National Railway

T DANIE: & sl et oS s 65 wars AN e b Tk No change § 18,000,000.00
Capital Stock of The Canadian National Railways ;

Secuxities) st il Lui b S  Ue s AN SN No change 378,518,135.02
Capital Expenditures by Government of Canada

on Canadian Government Railways .......... $ 206,067.02 377,930,580.80

$ 774,448,715.82 36.1%

BorroOWED CAPITAL:

Funded Debt Held by the Public .............. $ 40,633,261.66 $ 624,865,919.68
Loans from the Government of Canada .......... 16,833,663.34 743,661,161.77

$1,368,527,081.45 63.9%
$2,142,975,797.27 100.0%

*Excluding shares of subsidiary companies held by public—$4,560,290.

MAJOR CONTINGENT LIABILITIES

Tae Derrorr & Torepo SHORE LINE RATLROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by
:lndorl%ement of prmupal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds
ue 1953

THE ToLEpo TERMINAL RATLROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First
Mortgage 43%—50 Year Gold Bonds due 1957. The guarantee is as to interest only and is
several and not joint. Grand Trunk Western’s proportion is 9.68%.

Cuicaco & WESTERN INDIANA RAILROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental
lease dated 1st July, 1902, between Grand Trunk Western Railway Company and four other
proprietary companies. Obhgatlon is for repayment of principal of bonds at their maturity,
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation
is for ome-ifth of the bonds issued for ‘“common” property and the entire amount of bonds
issued for its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds
due 1952 and the amounts outstanding at 31st December, 1949, are:—

Tégtied Tor Scommon s PrOPErtY as & 5 i s isleistes vaisis yislalisigatvies $39,973,019.39
Issued for “exclusive” property ..........ieeeeeue. Q- cceenn 252,535.36

Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease
dated 1st March, 1936, between Grand Trunk Western Railroad Company and other proprietary
companies. Obhgatlon is to pay as rental sinking fund payments sufficient to retire bonds at
maturity and interest as it falls due. The Grand Trunk Western's proportion is one-fifth
in the absence of default of any of four other tenant companies. The bonds are First and
Refunding Mortgage 41% Series “D” Sinking Fund Bonds due 1962 and the amount outstanding
at 31st December, 1949, is $14,662,000.

C.N.R. PeNsION PLAN:

Reserves have been set up against contracts in force under the 1935 contractual plan, but
not against pensions conditionally accruing under that plan or prior non-contractual plans.

Mr. Apamson: Does this represent at present capitalization as to what
amount is being written off to the owners?

Mr. Coorer: To the owners?

Mr. Apamson: Yes.

Mr. Cooper: This is the present position.
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Mr. Apamson: Yes, this is the present position; and I understand the method
of financing is for the deficit to be covered or met by the Canadian government
each year.

Mr. Cooper: The only ertlng-oﬁ which has taken place was the writing-off
under the Capital Revision Act of 1937. At that time capital stocks of the
Grand Trunk and the Canadian Northern amounting to $262,770,000 were
written off.

They were capital stocks of those two companies which, under the arbitra-
tion proceedings, were judged to be worthless, and the Capltal Revision Act of
1937 authorized them to be taken out of our capitalization. Apart from that,
~ there has been no writing down of our capital.

g Some people say that in the application of the Capital Revision Act very
substantial amounts of capital were written off. But we say, in answer to that,
that only the debts due to the government for interest, or advances for deficits
were cancelled and the only true capital which was written off was the historic
capital stock of the Grand Trunk and the Canadian Northern Railway.

Mr. Apamson: Did you write off capital to the amount of $260,000,000?
Mr. Cooper: Yes.

Mr. Apamson: How are the annual deficits which the government pays for

Mr. Cooprer: In our accounts?
Mr. Apamson: Yes.

Mr. Coorer: The results of the operation for the year draw down to a loss
of $42 millions, and we receive a contribution from the government for that
amount, so that the income account really is in balance, after the payments
from the government have been received and applied.

Mr. Apamson: On your current account operations?
Mr. CoopEr: Yes.
Mr. Apamson: Then what happens to that $42 million? Is it capitalized?
Mr. Coorer: No.
- Mr. ADAMSON: Well, that is the figure I am trying to get at.
The CrATRMAN: You mean that you want the total amount?
Mr. Apamson: Yes.
Mr. Cooper: Since when?
Mr. Apamson: Let us say 1930.

_ Mr. Cooper: I shall prepare a statement and file it this afternoon if that
1s satisfactory.

Mr. Apamson: Yes. But have you got any estimate of it now in existence?
~ The CuammaN: Oh, Mr. Adamson, it is going to be filed, so let us leave
it at that.

Now, page 22.

Mr. Furton: May I ask the comptroller this question: Your capitalization,
your formal capitalization totals $2,142,975,797.27. Your capital assets, taking
just the investments on page 20, come to a total of $2,264,408,110. 55 Is it
correct to say, or may I put it this way that you are capltahzo(l at less than
the actual value of your assets?

The CHAIRMAN: Mr. Fulton, we have already been told three or four times
that this relates to historic ﬁgmee

Mr. Forron: Well, I am just asking Mr. Cooper.
59191—2
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Mr. Cooper: If I were making a comparison, I would take the capitalization

at $2,142,975.797.27 and compare it with a capital investment of $2,186,133,733,
and—

Mr. Furron: Does your capitalization, as it appears on page 22, represent
any items in capital and other reserve funds, deferred maintenance funds, and
80 on?

Mr. Coorer: I think the capital assets which have been acquired out of the
total equity capital and borrowed capital would be the item of $2,186,133,737
for investments in property and $63,478,623 for investments in affiliated com-
panies. The other items are not substantial in amount and I would not consider
that they were capitalizable items in any event. Deferred Maintenance Fund,
for example, is simply an amount which is off-set in the deferred maintenance
reserve.

Mr. Furron: Then it is not of any particular significance that your capital-
ization is less than the actual figure given in your capital assets?

Mr. Cooper: I think your capitalization is somewhat less than the invest-

ments and I do not see any significance in that.

Mr. Giuuis: With respect to this item “Loans from the Government of
Canada”, what amount of money per year did you pay in 1949 for interest on
that loan? :

Mr. Coorer: If you will be good enough to turn to page 28, you will see it
set out there. The interest was $21,798,283.58, while the average interest rate
was 2-91 per cent. \

Mr. Gruuis: I mean on the loans from the government of Canada?

Mr. Cooper: That is it.

Mr. Giuus: Is that interest paid to the government of Canada or is it paid
to the banks?

Mr. CoorEer: It is paid to the government of Canada.

Mr. Giuis: It is paid to the government of Canada?

Mr. Fraser: It goes into the Consolidated Revenue Fund..

Mr. Cooper: If we had a deficit of $42 million odd the government would
pay it to us, and when we have received it we pay back to the government the
amount of interest we owe them.

Mr. Gruuis: Are those loans negotiated through our national banks or
through the chartered banks?

Mr. Coorer: They are direct loans from the national exchequer to the
railway company.

Mr. Apamson: The deficit of $42 million does not really represent an oper-
ating deficit?

Mr. Coorer: No.

Mr. Apamson: $21 million of it represents funds paid to the government
as interest on other securities?

Mr. Cooprer: Yes. $21 million out of the $42 million is paid back to the
government as interest.

Mr. Furron: What is the situation when you have an overall deficit which
does not enable you to pay that $21 million of interest? I take it, in that case,
the government does not receive it from you. Is that added to your liabilities
to the government?

Mr. Coorer: No. The amount of the deficit always is inclusive of the
amount of the interest due to the government; and when the amount of the
deficit is paid to the railways, we are in a position to pay the government the
interest due them.

Mr. Furron: You mean, in a position to pay back the interest?

Mr. Giruis: You borrow $42 million and you pav half of it back?

Mr. Coorer: We do not borrow it.




" RAILWAYS AND SHIPPING 141

Mr. Furrox: Under the heading of “Major contingent liabilities”, have you
been called upon in recent years to meet any of those major contingent liabilities?

Mr. Coorer: No, sir. . ; A

Mr. Furton: How long has it been since you have had to meet any of that
type of liability? ;

Mr. Coorer: I do not think we have ever been called upon under these con-
‘tingent liabilities in that sense. We do have to pay to these companies some
rent for the use of joint terminals at Chicago. But that is an operating charge
which we would be paying in any event And it is only in the event that these
companies failed to earn their interest, or could not meet their bonds at maturity,
that the obligation arises. And that has not happened. ;

Mr. Fuuton: You have not had to meet interest payments on bonds of
this character in your recollection?

Mr. Cooper: No.

Mr. Apamsox: You have not had to make payments to your subsidiaries in
the United States to any extent comparable to what the Canadian Pacific had
to do with regard to Chicago and Milwaukee road?

Mr. Coorer: We did put the Central Vermont through receivership in 1929.

Mr. Apamson: You put the Central Vermont through receivership in 1929?

Mr. Coorer: Yes, but any reduction of Central Vermont’s capitalization
was an inter-system affair.

Mr. Apamson: And there was no direct liability of the government of
Canada with respect to the Central Vermont? ‘

Mr. Cooper: No. The government of Canada is not responsible for any o
the liabilities of the Central Vermont Railway.

__Mr. Apamson: Then, if it went into bankruptey, what happens to the secur-
ity holders, the people who hold those securities; would they lose out?

Mr. Cooper: The Canadian National were holding bonds of the Central
Vermont and our investment was written down by about $11 million.

The CrARMAN: Page 23:

OPERATING REVENUES

1949 1948

Syt G SRS S S b St W AT RI Rt $388,730,692.57 - $388,186,787.20
Payments under Maritime Freight Rates

et (0% Lrs i v RPN 5,693,770.43 5,357,571.80
P Ssang el tis DR S ISR BV i g 43,287,240.00 41,562,141.00
Baggqge ................................ 172,490.67 159,572.60
Sleeping Car .. T R e SR LS el 3,701,622.63 3,161,913.80
Parlot and v Ghain) Car 2o i 550008 375,759 .58 300,855.99
lla}l ................................... 5,085,327.61 4,761.629.31
Railway Express Agency ................ 320,435.56 497,817.12
Uy b T IR B NS T G Lo R R R s T 26,058,544 .00 22,912,944.07
Other Passenger-train .......... ... .0, 17,082.29 16,491.15
T LR L T o A Sk s 516,325.83 542,277.69
Sy hnd gt AR YOS Sl R AT T 4,441,650.01 4,610,766.22
WAt anaferd o (R S 1,408,747.68 323,704.73
Diningrand Batlat i L% Sl U it v ghelt 3,008,052.89 2,920,394.01
Restaurants Ei ARt S Al L R 303,175.19 304,142.58
Station, Train, and Boat Privileges .... 397,968.33 403,824.97
s L T R R R I T 79,496 .85 88,340.61
ot age— il i e s e ates el 214,701.93 210.556.78
Storage—Baggage . ......c.iiiiiiiiiiinnn 52,065.45 57,046.52
Demurrage .... oA e SRR T s ey 1,284,441.36 2,122,556.16
Telegraph Comlmssmps [ i JC R R AT 9,311.94 11,748.57
Telegraph—Commercial ................. 9,245,655.00 7,873,598.00
Graip. Eloyator-oif Ceid Lol sl s s ics 558,454 .48 268,408.88
Rents of Buildings and Other Property . ... 947,628.84 889,423.43
Ml.scellango.us ...... SO T L I A 4,094,861.06 2,986,310.49
Joint Facility—Credit ... uei ot vuniilians 846,143.64 852,159.45
Joint Facility—Debit ................... 128,259 .82 113,083.13

$500,723,386 .00 $491,269,950.00
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Mr. Pourior: I find this page 23 to be most interesting. I think it justifies
our being here. It shows “operating revenues”, and I feel that I should compli-
ment the officials of the railway upon the success obtained last year in spite of
the curtailment of trains.

I note that the first item “Freight” represents an increase in 1949 over 1948
And I note that the “Payments under Maritime Freight Rates Act . . .” were
more, which meant that there were more shipments from the east in 1949 than
there were in 1948. I see that ‘“Passengers” were more numerous in spite of bus
competition, and that the revenue from “Passenger” was nearly $2 million more
in 1949 than it was in 1948. And I note that the “Baggage” was greater last year
“Sleeping Car; Parlor Car and Chair Car” were much more; and “Mail” was
much more. People evidently were writing more letters or getting more periodi-
cals. I see that “Railway Express Agency” was less; but “Express” was over
$3 million more in 1949 than it was in 1948.

What is meant by “Other Passenger-train’”, Mr. Gordon? It is the item
just after “Express”?

Mr. CooreEr: An example of that would be the amount of revenue we get
from the Canadian Railway News for the concession to sell cigarettes and candies
and items of that sort.

Mr. Pourior: I notice that payment for “Milk” shipments were less. That
will be probably on account of the curtailment of some of the trains?

Mr. GorpoN: No, not in 1949. There was no curtailment of trains in 1949.
The curtailment started on January 9, 1950.

Mr. Pourior: “Switching; Water Transfers”; what is meant by water
transfers?

Mr. Cooper: That represents movements by water.

Mr. Pourior: Oh, you mean by boats?

Mr. Cooper: Yes.

Mr. Pourior: Then “Dining and Buffet; Restaurants”; I see that was more.
I wonder if it was because prices were higher or because people were eating more?

Mr. Cooprer: I think it was.

Mr. Pountor: And so on; and I think the result is good. And I notice some-
thing else which appears to be very good. What is meant by ‘“Miscellaneous”
there, in the amount of $4,094,861.06?

Mr. CoorEr: It means just what it says, “Miscellaneous”.

Mr. Pourior: It is everything.

Mr. Cooprer: It is everything that is not mentioned up above.

Mr. Gmuuis: Conscience money would be in there.

Mr. Pourior: Altogether, it was a very successful year.

Mr. Fraser: Would the increase in the item of “Passenger” be due to the
rise in passenger rates; would not that show an increase there?

Mr. Gorpoxn: In passenger service?

Mr. Fraser: In the passenger service you charged them more, that is to say,
passengers fares were more.

Mr. Goroon: There was some increase in passenger rates. Increased rates
on the rail side gave us an additional $3,783,000, and on express $697,000.

Mr. Fraser: Then you did not carry any more passengers?

Mr. Goroon: There was an actual decrease of normal passenger revenue
due to a drop of 8:25 per cent in passengers carried.

Mr. KnteaT: Does that factor apply to the first eight or nine items, that
there was not an actual increase in business but the larger figures result from
an increase in prices on the business done?
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Mr. Coorer: There was a decrease in business.

Mr. Gorpon: We covered that yesterday on page 5, as to the manner in which
our revenues have been affected, and the volume of business.

Mr. Fouton: I was going to ask you on that: can you give us the
decline, in percentage, in volume of passengers and freight separately?

Mr. Goroon: The decrease in the normal freight revenue, due to a drop of
10-74 per cent in revenue tons carried, resulted in a reduction of 6-44 per cent
in revenue ton miles.

Mr. Fuvron: And passengers?

Mr. Goroon: The passengers carried decreased 8-25 per cent, resulting in a
decrease of 9:70 per cent in passenger miles.

Mr. Fuuron: Is there any way in which you can break down or separate
your freight operating costs from your passenger operating costs?

Mr. Coorer: The answer is no.

Mr. Goroon: I have looked into that, and there has been some discussion
on it, but it is quite impossible to get any realistic breakdowns on that because
you do have overhead costs which overlap and things of that kind. We run the
trains over the same tracks, use the same terminals, the same stations. It is
really not possible to make a realistic breakdown.

Mr. Furron: I appreciate that, but take the cost of operating freight trains
themselves, which I think you could get and compare that with the actual cost
of operating the passenger trains, would that give you any sort of an approxi-
mation which a layman can use?

Mr. GorooN: I speak as a layman, having looked at it, and I find you just
do not get any worthwhile information out of it, it is so qualified.

Mr. Murcu: That has come up repeatedly in this committee over the past
ten years, and we have always had the same answer.

Mr. Gorpoxn: I would like to be able to do it, but it is not possible to separate
the railway operating results in that fashion.

Mr. McLure: Have you a breakdown of the revenue of freight for the
different regions? The total freight revenue here is shown at $388 million.

Mr. Goroon: That was the same question we discussed yesterday. One of
the members asked for a breakdown for the Atlantic region.

Mr. McLure: Well, you have the breakdown for the maritime provinces

because you would not be able to calculate your 20 per cent freight rate payments
if you did not have it.

Mr. Goroon: As I explained yesterday, it is not possible. We have an
accounting breakdown, but again it is misleading and meaningless, it is only a
bookkeeping figure. You cannot break it down to show what the operating
expenses and revenues are in a separate region. It is not possible to sort out the
mter-related traffic that is running back and forth all the time. You do not get
a figure that would be useful for anything, it would tend to be misleading.

Mr. McLure: What I am trying to find out is this. The payment under the
‘Maritime Freight Rates Act last year, according to your statement, amounted to
$5,693,770. Very well. That percentage must have been made up from the
actual operating freight revenue for the maritime provinees.

Hon. Mr. Cuevrier: With reference to that, Mr. McLure, the Maritime
Freight Rates Act does not apply to traffic into the maritimes, so that the 20 per
cent, does not apply to everything. It does not apply to traffic going into the

maritimes. It applies to traffic out of and within so that your point would not
apply here, I think.
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Mr. Fraser: I understand that the Canadian National Railways owns some
trucking companies. Is it correct to say that you operate trucking companies?
Is that shown in the operating revenue or is that separate? I could not find it
any place in the statement.

The Cramrmvan: Will you let Mr MecLure finish before we go on with other
subjects?

Mr. McLure: I just do not| understand the situation that the mlmster has
explained.

Hon. Mr. CHEVRIER: The 20 per cent subsidy paid by the domlmon govern-
ment to the Canadian National Railways and other lines applies only to traffic
moving within the preferred area and out of the preferred area, but not into the
preferred area, so that the point that you are trying to make in order to get the
breakdown would not apply, since the $5,693,000, which you referred to, does not
cover traffic into the maritime regions, nor into the selected regions. Therefore,
it is only a partial breakdown.

The CramrMaN: There is one factor missing, you see, and on account of that
missing factor, the Canadian National Rallways is not in a position to give you
the figures that you are asking for.

Mr. McLugre: I hope you do not refer to this as a subsidy. You used the
word “subsidy.”

Hon. Mr. Cugtvrier: Preferred payment, if you wish. I do not want to get
into an argument as to what it should be called. .

Mr. McLugre: That was one mistake that was made by the royal com-
mission. They referred to this as a subsidy and they should be put right on it.
It is not a subsidy at all.

The CaamrmaN: What do you call it, Mr. McLure?

Mr. McLure: It is actually payment of a legal debt for injustices that were
carried out on the railway in the maritime provinces, and if you go back to 1912,
you can see it was this way: a horizontal increase of 55 per cent was put on
all freight rates all over Canada, but what went on in the maritimes?—92 per
cent—and the only adjustment we are getting of that injustice is this 20 per
cent, and we would'not have that had it not been for the Andrew Rae Duncan
Commission. It is not a subsidy.nor a handout by any means. It is only pay-
ment of a legal debt that the government owed to the maritime provinces.

Hon. Mr. CrevrIER: I do not want to get into an argument with you on the
matter, but the estimates have always described it as a ‘“‘subsidy”.

Mr. Murcu: The main thing is they get the money.

Hon. Mr. Cueveier: If you would rather call it the difference between the
normal tariff and the preferred tariff; I have no objection.

Mr. Goroon: We do not, of course, in our statement, call it a subsidy. We
just refer to it as payment under Maritime Freight Rates Act.

You wanted to know our investment in trucks, Mr. Fraser?

Mr. Fraser: You do not show in your statement of operating revenues
anything from trucks; you might show it there, but I have not seen it.

Mr. Gorpon: Well, it is included in our income statement. If you turn to
page 6, you will see an item there: results of separately operated companies.

Mr. Fraser: Can you give us a breakdown from the revenue point of view?

Mr. Gorpon: Yes, I can, but I would like to deal with the question first.
Included in that over-all item there are the results of separately operated prop-
erties. Yes, we have trucking companies. Would you like to know the routes
over which they operate?
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i Mr FRASER I thmk it would be very mterestmg
~ Mr. GorooN: We own a company called Canadian National Transportatlon
i 'anted and in that company we have an investment of $1,201,084. That is
the company through which we operate all our trucking services. Now, there
are buses operated by the Niagara, St. Catharines and Toronto Railway and
.~ QOshawa Railway Company. There is a bus and truck service between Port
~ Arthur and Geraldton; there is the Kamloops to Kamloops Junction route; there
- is the Belleville, Bloomfield, Wellington and Picton line; there is a route between
~ Toronto and Oshawa, and there is an item for messenger and dlstrlbutlon service
- shown here also.
Now the results of operations of that company show a profit over all of
. $10,271 which was transferred to the Canadian National Railways accounts
for the year 1949,
Mr. Fraser: That is a net revenue, $10,271?
Mr. Goroox: Yes, for that specific company. We do not, of course, try to

~arrive at the value of the services as feeders to the railways, but standing
on their own feet they made a profit of $10,271.

Mr. Apamson: Do these trucks transport passengers or freight?

: Mr. Gorbon: Both. The route between Port Arthur and Geraldton is a
bus passenger service. ,

Mr. Apamson: I see occaﬁionally St. Catharines buses running to Toronto.
Are they on a charter basis in such cases?

! Mr. GorboN: There is a truck service from Toronto to Oshawa; and in
- addition there are buses operated by the Niagara, St. Catharines and Toronto
Railway, and Oshawa Railway Company, which, in turn, is owned through the
Canadian National Transportation Limited, and the earnings from this company
in turn are washed into the final operations of the system. The Canadian
National Transportation, Limited, in other words, is a holding company.

Mr. Cavers: There is one question I might ask with regard to the Canadian
National Transportation Limited. The operation of street cars or suburban
cars in the Niagara Peninsula has been discontinued. Does the company feel
they will make a greater profit in operating solely motor transport, rather
than under the former joint system?

Mr. Gorbox: Mr. Dingle is in a better position to answer that, being an
operating matter.

Mr. Dingre: The discontinuance of the cars brought about the substitution
of buses, and it is felt that we will get better results from the change.

Mr. Fururon: Could we have a breakdown under the general headings of the
net profit or net loss of the separately operated companies? You have given us
the bus subsidiary, the profit on the Canadian National Transportation Limited,
as $10,271.

Mr. GorboN: Yes. These are the companies. I will call the names of
the companies included and give their net results for the year as I read them.

Mr. Fuuron: If you could make it even more general by giving us the
figure for each one by type. You gave us yesterday the figures for the separate
hotels. Now, could you let us know the net results for hotels, the net results
of your Paclﬁc steamships and so on?
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Mr. Gorpon: I do not think I can do it that way. Anyway I will give you
what I have here. The Canadian National Railways (France) showed a profit—
that is the company that operates the Scribe Hotel in Paris. That company -
showed a profit of $8,483. I will read the complete list: g

1949

Canadian National Railways (France)........ $ 8,483.51
Canadian National Steamships (Pacific)...... 232,011.52*
Canadian National Transportation Limited. ... 10,271.40
Montreal & Southern Counties Railway Company  389,060.05%
Montreal Fruit & Produce Terminal Ltd....... - 30,224.09
Montreal Stock Yards Company.............. 17,102.49
Montreal Warehousing Company............. 81,359.77
Northern Alberta Railways.................. 211,344.03*
Oshawa Railway Company...:....c...ceuuies 201,321.65
Prince Rupert Dry Dock & Shipyard.......... 22,782.14*
Thousand Islands- Railway................... 10,768.97%
Canadian National Realties Limited.......... 37,403.83
Canadian Northern Land Department......... 295,755.13
Niagara, St. Catharines & Toronto Ry.......... 372,021.06*
Grand = Trunk Pacific Terminal Elevator

Company ...... A PR R R e 25.717.651%
Grand Trunk Milwaukee Car Ferry Company. . 1,904.18%
CenfndontsiCorporation. i sl s s et L 1,917.33
Central Vermont Transit Corporation......... 46.68*

*Indicates loss.

bringing out a grand total of a loss, as shown on page 6 of our
consolidated income account, of $581,816.94, over all.

Mr. Fraser: Would you mind giving us that figure for the Niagara-
St. Catharines route again?

Mr. GorpoN: There was a loss there of $372,021.

Mr. Apamson: That will not be recurring?

Mr. Gorbon: We are making the adjustments we talked about.

Mr. Apamson: What is the name of the hotel in Paris?

Mr. Goroon: The Scribe Hotel. Incidentally we do not operate the hotel
ourselves. We have it under a rental arrangement and that is how we have been

able to get the money out of France under their foreign exchange control regula-
tions. It is taken out as rental.

Mr. Fuuron: What was the name of the company after you mentioned the
Canadian National Transportation Company?

Mr. GorooN: The Montreal and Southern Counties Railway Company. The !
loss there was $389,060.

Mr. Fuuron: And the other one?
Mr. Harrierp: Where does that line run?

Mr. GorooN: It runs out of Montreal over Victoria bridge and down in
that area.

Hon. Mr. CuevriEr: Down to the Magog area.

Mr. Gorpon: Incidentally, someone asked for the figure for the Niagara,
St. Catharines, and Toronto line. The loss was $372,000 and includes a write-off
of $202,000 covering the retirement of Lakeside Park which we gave up.

Mr. Frasgr: Who takes that over, the city?
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- Mr. Fururon: You have not given us the figure for the hotels wwhich I think
- you said shows an over-all profit?

Mr. Goroon: The hotels are shown separately; they are not included.

The CuamrMAN: The figure was given as being $400,000 odd yesterday.

Shall we go on to operating expenses?

Mr. Fraser: Just a minute, I have one question here. You say that Lakeside
Park has been sold?

Mr. Gorpoon: Lakeside Park has been disposed of—sold.

Mr. Fraser: You have sold it and written if off?

Mr. Gorbox: We are through with the operation.

Mr. Fraser: How much did you get for it?

Mr. Gorpon: We recovered $17,000 but the loss we wrote off in closing up the

~ account was $202,000. The recovery has been offset so that the net figure is
- $202,000.

Mr. Fraser: To whom did you sell 1t?

Mr. Goroon: The sale was made to a Mr. S. H. Brooksom.

Mr. Apamson: Are you still going to run those two steamships across there?

Mr. ForuweLL: I have a question here with respect to demurrage. I notice
that there has been a drop in revenue of almost $1,000,000. I presume that there
is an answer for it and perhaps it is that labour is more plentlful and your cars are
loaded more quickly?

Mr. DincLe: That is correct, plus removal of penalties.

"Mr. Giuuis: Mr. Gordon, listening to you run over that list, I gathered that
practically all of the deficit you are incurring on your road is coming from
Ontario?

Mr. GorbonN: No, no, that is quite wrong. As a matter of fact our heavy
earning region and our heavy traffic is in the central traffic region.

Hon. Mr. Cuevrier: Those are subsidiary companies.
Mr. Giuuis: Nevertheless they are a charge against the C.N.R.

Mr. Gorbon: The net difference to the company was only $500,000 but the
deficit we were talking about yesterday was $500,000,000. As a matter of fact
the loss on the Montreal Southern Counties Railway was $389,000 and that is
not in Ontario.

Mr. Giruis: It is in the centre of Canada though.

Mr. Morr: Mr. Chairman, I would like to ask about the Prince Rupert
dry-dock which shows a loss of $22,782. I assume you are handling the dry-dock
()}\)rerct,l(zI the Department of Public Works but that it is to be operated by
the C.N.R.?

Mr. Gorpon: Yes.

Mr. Mort: Perhaps the question should not be put before this committee,
but is it good business unless there is an overseer from the Department of Public
Works in that dry-dock?

Mr. Gorbon: Oh, the arrangements are not finalized but nevertheless if we
operate it for the Department of Public Works we would be the management
in charge.

Mr. Mort: Nevertheless you would not be worrying much about losses.

Mr. Goroon: I think that if I let that pass it would be a reflection on the

management. If the Department of Public Works is satisfied to let the C.N.R.
manage the dock then you can rest assured that they would be satisfied with the
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quality of the management. We are not asking for this arrangement but we ‘are i
being asked to do it by the Department of Public Works. We are accustomed
to carrying burdens for others.

Mr. Mort: There has been a loss there for some time.

Mr. MurcH: As between two government departments it Would be better
to leave it to the one with more experience.

Mr. Cavers: May I refer to a question on miscellaneous structures. 1 would
like to know what the miscellaneous structures were and also what accounts
for the increase in expense from $2,257 in 1948 to $10,857 in 1949? e

Mr. Furron: May I just interrupt? We have not finished with operating
revenue.

Mr. Gorpon: I am quite agreeable to get the particulars but I do suggest
that an item of $8,000 out of a total of $88,000,000 is getting down to pretty
small detail. We will trace the figure for you if you wish and if you think it is
important. I have not got the information available at the moment but I can
get, it if you wish.

Mr. Harrierp: Could I have the answer again with respect to the reduction
in revenue on demurrage?

The CuamrMAN: The answer was increased labour facilities.

Mr. Harrierp: Was it not increased rates? :

Mr. DiNGLE: It simply indicates that our cars were released more promptly,
and penalties were removed.

Mr. HatrieLp: It might represent the result of increased storage charges?

Mr, Gorbon: There may be other reasons. If what you say is true it has
had a very salutary effect—because demurrage at any time is an economiec loss.

Mr. Harriep: I should think that your answer was wrong, Mr. Dingle.

Mr. Fuuron: With respect to revenue or loss from subsidiary operations
I am quite sure that the management will have had in mind the desirability of
giving up any that show recurring losses. There are four large ones, one being
Pacific Steamships—and I would not suggest that be included—and there is the
northern Alberta railway.

Mr. Goroox: That is a joint operation.

’ Mr. Fuuton: Yes, and the Montreal and Southern Counties Railway, and
there is another one from Toronto.

Mr. Mort: Yes, give that up.

Mr. Fourton: Does the history in past years show deficits in all of those
four companies?

Mr. Goroon: I think the answer is yes, but I would not like to say the
degree. Generally, I think the answer is yes. I may say that I have in mind
a pretty careful review of those subsidiary operations to make certain that we
are keeping up to date in our outlook, and to see if any of them can be given
up. It is a subject which is constantly under review but I intend to take a
special look at it as a part of a new managerial review.

Mr. Fururon: I suppose they are presently looked at as part of the system?

Mr. Gorbon: Yes, but we have given a number of those up over the years
when they have outlasted their usefulness. You will notice that we have reduced
the over-all deficit from $973,000 in 1948 to $583,000 in 1949 so that we are
making some progress.

Mr. Fouuron: One final question on the Grand Trunk Western Elevator
Company—I think that was the fourth from the last.

Mr. Gorbon: The Grank Trunk Pacific Terminal Elevator Company.
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Mr, Fuuron: Where is it? 3 ;

Mr. Goroox: At Fort William. : : s ‘
Mr. Funton: Is it necessary to operate that as part of the railway or can
- you turn it over to somebody else who might operate it for you?

s . Mr. ForLwerL: It does not matter, the loss would be there just the same
no matter who ran it. i

Mr. Furron: I am wondering if it would be.

~ Mr. MurcH: It is a little like asking which leg of the horse carries the most
~ weight. If they own the elevator they fill their own cars but the position might
 be different. : " ‘
: Mr. Gorpon: Inpoint of fact we are not operating that particular company.
The figure represents the rental that we receive from the property but it is not
sufficient to cover the interest, funded debt, and miscellaneous charges.

Mr. Fuuron: Have you made any effort to sell it or can you get out from
under it? - : : i

Mr. Gorooxn: I do not know but, as I say, that will be one of the things
included in my review.

- Mr. Apamson: You said that you are used to carrying burdens for others.
Apropos of that I was going to ask about the carrying of mail. Is it a profitable
part of the business and if so how is it arranged? Is the revenue based on a ton
mile or are there separate contracts for each part of the country?

Mr. Gorbon: Well, the question of the revenue of the railway in respect of
carrying mail has been under consideration for some time. There has been a
great deal of discussion between officers of the two departments. We claim it is
unprofitable and we are trying to establish to the Post Office Department that
we are entitled to an increase. ;

Mr. Apamson: Yes.

Mr. Gorpoxn: But the matter is under active discussion and will probably be
adjudicated upon.

Mr. Apamson: You would sooner not discuss it here because it is sub judice.
Mr. Gorvon: Yes. I do not think that it is appropriate to discuss it now
because it will come up for diseussion between the two departments.

Mr. Apamson: How are you paid, on a ton basis?

Mr. DinGLE: No, on a unit basis.

Mr. Gorboxn: How do you mean?

Mr. DincLe: For the space in the car.

Mr. Gorboxn: For the total space occupied in the car by the mail.

Mr. Apamson: Therefore, if there are ten bags you get so much for that car
:I}d?if there are twenty bags you get so much more. It would fluctuate each
rip? :

Mr. Gorbon: Yes.

Mr. HarrieLp: What effect has air mail on the matter?

Mr. Gorpox: That is all part of the discussion regarding carriage of mail by
T.C.A. and ourselves. It has been under active discussion by the three interested
organizations and in due course somebody is going to have to make a decision.
In the meantime the officials are trying to establish the facts. Whoever the
government decides is the appropriate referee will have to make the decision.
The CrHAIRMAN: As your chairman, I think that the time has arrived when
- I should draw a matter to your attention. In other years this committee has
cleared the report we are now studying, the report of the Canadian National
Railways Securities Trust, the report of the Canadian National (West Indies)
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Steamships Limited, and the budget in six sittings. We are now nearing the end
of the committee’s fifth sitting and we are still on the first report. We have a
new president of the Canadian National Railways who has a tremendous task
to gather up all the loose ends and to make a complete study of the entire
system. I wonder, while we are gathering very interesting information through
some of these very detailed questions, whether we are being fair to our new
President who wants to get out of Ottawa by Thursday night if at all possible.
I do not want to be placed in the position as your chairman of appearing to be
attempting to hurry you when you come to some important matter on the budget
items for the current year. However, I think it is my duty as chairman to appeal
to you all to leave over these detailed questions until another year. Surely it is
not fair to Mr. Gordon. The task which he has undertaken this year is appall-
ingly large; and I think we as a parliamentary committee ought to co-operate
with him and clear him as quickly as we can and send him off with our best
wishes to go to work.

Mr. Giruis: I agree with you on that.

The CrARMAN: Let me assure you, Mr. Gillis, that while I may have been
looking at you I was not talking to you. i

Mr. Giuuis: No, but as far as I am concerned I do not intend to build up
any post mortems on this road. This whole matter is closed as far as I am
concerned. I am interested in the budget which is a heavy one.

The CaAaRMAN: Yes.

Mr, Fraser: And when we come to the budget we will have the same story
all over again.

The CuarmAN: But right now we are keeping the most important man in
Canada, certainly one of them, here, and at the rate we are going it looks as
though we will be keeping him here before this committee for two or three
months.

Mr. Harrierp: But he has to get some information.

The CuamrMAN: I said that in my opinion we should be more practical, more
realistic about this.

Mr. Fuuron: I think we are being practical and realistic. Just bear in
mind that we have a $2 billion corporation and a half billion operation besides.

The CaarMaN: Should we keep the most important man in that organization
before us asking for detailed information? Please don’t think I am being
critical, but 75 per cent of the questions asked this morning I do not think
should have been asked in the circumstances.

Mr. Furron: Of course, that is a matter of opinion.

The CHARMAN: Right.

Mr. Harrierp: I would like to draw the attention of'the chairman to the
fact that we had no committee last session.

The Cuamman: Oh yes, I checked the record of the committee and last
vear we held six sittings.

Mr. Harrierp: I mean at last fall’s session.

The Cramrman: I am referring to last year; and on the 28th of March the
committee held two sittings, two sittings on the 29th of March and two sittings
on the 30th of March, six sittings in all; and the man who was then in the
saddle was very familiar with all phases of the operation, and it did not matter
then if we kept Mr. Vaughan for a matter of weeks or longer; but here we
have a new president assuming a tremendous task. Why on earth should we
impose .on him? I doubt very much that we are being fair to him. :

Mr. Harrmerp: I was referring to the fact that last fall, at the fall session,
the committee did not sit.
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The CuarMAN: I am not talking about the fall.
Mr. Harrienp: But we had no committee.

Hon. Mr. Cuevrier: I would like to say that as far as the estimates are
concerned they are refered to the sessional committee on railways and shipping
but once a year. If the committee wanted to meet more often then the matter
is one which is in its hands, but we have never in my experience come here
more than once a year. What the chairman has in mind is that once each year
the reports, the annual report of the Canadian National Railways and related
companies, are submitted to this committee.

Mr. Pourtor: And it is a most important job each year.

Mr. MurcH: There isn’t anything to argue about there; there is only one
budget for the Canadian National Railways in each calendar year.

Hon. Mr. Curvrier: That is right, but we had two sessions last yéar.

Mr. Mcliure: But you must not forget one thing; we are all anxious for
the president to get as much information as he can out of this committee. You
see, therefore, we are trying, each one of us, to give him a little more information
than we gave last year.

Mr. MutcH: As long as it is purely a matter of kindness.

Mr. Pourior: If I may be permitted, I would refer to what you have said
and endorse it by stating that in my opinion Mr. Gordon is a new man; he has
spoken like a man of experience; and I would not put the accent on the “new”.
I think he has done very well, but for my part I have no intention of continuing
with the old business.

The CuamMaN: No, no.

Mr. Pounior: As I see it, it is not too important for us to go back over
what happened away back in 1923 or 1924; I think we must proceed now with
an eye on the future.

The CuARMAN: Operating expenses:

Mr. Fuuron: I cannot allow this to pass without following it up by saying
that in so far as the activities of this committee are concerned, these estimates
were referred to the committee by the House for careful scrutiny and the duty
devolves upon the members of this committee to make that scrutiny. I certainly
agree with what Mr. Pouliot said, that Mr. Gordon has shown an amazing
grasp of the situation. I do not think we are putting on him any burden which
he cannot carry. I am informed that in years gone by Sir Henry Thornton
sat here for months.

Mr. Pourior: It was Bennett who did it.

Mr. Furron: I don’t care who did it. I think it is an indication of the
importance of considering these matters most thoroughly. T understand the
present practice developed more or less arising out of conditions during the
war, and sometimes items were not given the scrutiny which they should have
had. But I do think we should, in fairness to the management as well as to
the committee and the duty we have to the House, not hurry this matter unduly
in reviewing past operations in order that we can understand them properly.

Hon. Mr. Cugvrier: I think some objection arose over the fact that questions
are repetitious. I think the committee will have to agree that after having
considered the statement of the chairman and president and having dealt with
that for the better part of a day it went back over his report and examined
it section by section and then proceeded to a consideration and discussion of
the consolidated income account, and if we keep on doing that we will have the
same sort of repetition which we have experienced so far. That is why the
chairman is anxious to clear up this report and get on to the budget so that
much of this continual repetition may be avoided. Those of you who were on
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the committee last year will recall the way we proceeded, and it was felt that
we should do it the same way this year. Last year we dealt with the statement
by Mr. Vaughan and then asked questions on the balance sheet, both relating
to assets and liabilities. We did not go into a consideration of t,he chairman’s
report at all, we proceeded directly to a consideration of the statement on which
it was based.

Mr. Furuton: But at that time we were facing an election and such is not
the case today.

Mr. Pourior: This is just the same thing as when Mr. Drew read the same
letter twice in the House. /

Mr. James: To bring this matter to a head I am going to move that we
proceed to a consideration of the budget.

Mr. Fraser: Just a moment, Mr. Chairman, we have not as far as I know
before us a copy of the budget. Now, we should have it if you want to hurry
through this.

The CramrMAN: It will be before you in a moment if you want it.

Mr. Mort: Let’s close this cold war and get down to business.

Mr. Apamson: I have just one remark, Mr. Chairman. From the fact that
we have a new president and that he is trying to get this railway out of its
difficulties, T think that is one of the reasons why this committee should go
into the details as extensively as possible.

The CrAlRMAN: Next year, Mr. Adamson.

Mr. James: Everyone here says they are trying to give the management
information. Are we to continue doing that in the way that it has been done so
far? Most of the talking has been done by about six members around the table,
and if the other twenty-five want to get into it, well, it is going to take a long
time. There have been only about six talking so far and they all seem to be
railway experts.

The CuAmrrMAN: I hope you do not consider my remarks as being critical of
anyone. What I am suggesting is that we are faced with very special circum-
stances this year with a new president in the saddle, and he should have an
opportunity to get on with his work.

Mr. Pourior: What I said about you, Mr. Gordon, a moment ago I should
like to repeat with reference to Mr. Dingle; he has shown that he is master of
the situation and given very appropriate replies to all questions which have been
asked him by the committee.

The CuAmRMAN: Operating expenses:

OPERATING EXPENSES
MAINTENANCE OF WAY AND STRUCTURES

v

1949 1948
BUD TN e n A enee B i i o e o e s ol A e b Al s T $ 5,916,019.89 $ 5,621,897.57
Roadway Maintenance ......... 11,798,467.74 12,066,612.22
Tunnels and Subways .......... R 278,921.38 207,635.97
Bridges, Trestles, and Culverts :...... ... iiduecavass 4,632 640.67 4,465,485.45
L3 05 R LS e T b o el S S B BERE R RS T i 9 987 720.08 8.631,035.22
25 e By ST ILRTRIEAE T e G R SRR S U QR NSRRI 1o 6,947, 1780. 41 4,493,032.15
Othet 'Track Matarial .5 0y i et canis s iy s/ ¢ aaa's il eias 5,425,043 .71 4,060,938.03
Badlust /o7 S el i B SRSt L e e 1,463,273.83 1,787,676.90
Track Laying and Surfacing . e .. et s el Sodle b o2 23,145,491.98 23,363,478.97
Fences, Snowsheds, and Signs ... .oveetcninrecnicronoses 1,192,849 .45 1,048,136.14
Htation ‘and Office Boildings 5 it s e i s s ata 3,954.335.45 3,859,388.75
Roadway Bulldings: sz saluss e des dn  olthi s hal it 480,233.53 470,740.51
RIS S AT, o Yo e S L R s R S AR e e 722,151.83 744,198.63
Fael  Stations. b s o R R e o e L ey 403,612.98 © 461,136.57
Shops ‘and Enginchouses & {5 bGal ¢ 808 ol v bl bt it 3,002,250.45 2,829,845.57
GraIn Klevators, i ook SR e S R s g e L 85,740.41 52,941.40
Btorage. WarchORBes . . sl vk sladinswais s s o102 st ore Sarato s 2,578.13 1,792.17

Wharves . and DOKS 3 /b vy Cain s ahlogae D aslie g d senises g 296,700.92 201,851.09
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OPERATING EXPENSES—Continued
1948 1949

Telegraph and Telephone Lines 4,157,384.38 3,776,348.58
Signals and Interlockers ....... 1,667,655.11 1,648.140.58
Power Plantar. .. 52 o Vs o ot 34,453.96 45,725.36
Power Transmission Systems % 311,041.17 285,227.16
Miscellaneous StructUTes . . o & ouie dhitafis vilan oisvionpedos 10,857.92 2,257 .36
Road Property—Depreciation—U.S. Lines .............. 921,508.27 909,774.33
TRoad Property—Retirements ............iiiniiiiiain 2.160,388.56 1,945,537.23
Deferred Maintenance—Credit. .........ccveiuiiuninnnnns 8,0060,000.00 4,500,000.00
Roatdway Machines i 0 20 Uids Ve Ly veas s st vidng dyas 1,187,803.49 984,469.70
Dismantling Retired Road Property .................... © 224.806.62 214,000.35
Sroall Tools and Supphibs il 500 ety « vk s a v 1,431,655.82 1,359,315.58
Removing Snow, Ice and Sand .........ooiieiiiiiiiinn. 3.756,474.98 4,318,701.71
Public Improvements—Maintenance ................00nn 599,253.20 679,397.93
Enjuries t0 Persons [ « it his s dves suiiass s aisegonirsa s 800,960.15 818,435.52
T S T R Sl o LS (R S B R S e 29,533.49 23,120.96
SBtationery 'and Printing 2o ot s soh valsasv s s sigins sislsiains s 97,200.51 94,335.23
Bither - Bxpensen’ . oot LIS A ST Fen SRR s s 26,432.30 22,610.52
Maintaining Joint Tracks, Yards, ete—Debit ........... 1.245,385.03 1,156,645.34
Maintaining Joint Tracks, Yards, ete—Credit ......... 2,063,717.76 2,220,868.26
Right of Way HXDEnses ... chviaissonasinsassnspessss \ 67,660.77 81,267.96
$ 88,402,550.81 $ 86,012,266.45

MAINTENANCE OF EQUIPMENT

1949 1948
SHREmnbenRgenee: -5 = T N s SX e e R S e a2 $ 2,362,299.18 $ 2,239,574.04
v Shop Machinery ........... AP S A alR s T I Y O 3,597,617.92 3,387,955.09
IR owor Plant ' Maehinery ' i i Gl Gy wiiRa da s 214,484.23 193,460.11
Machinery—Retirements .........ccccoicecineisssinans 341,909.10 173,958.58
Machinery—Depreciation—U.S. Lines ................. 72,542.08 67,991.02
Dismantling Retired Machinery ..........i.civevuuneens 7,901 .64 5,980.53
Steam Locomotives—Repairs ...........oveieenevavenin 31,868,175.47 31,323,572 .68
Other Tocomotives—RepaIrs ....c.civsuvecnsnsssssnns 1,110,402.03 837,507.58
Freight-train. Cars—Repairs ... ....co.ovciieeisbaiias 28,438.,072.73 28,101,636.98
Passenger-train Cars—Repairs .......icseeiceseecnnsss 13,407,738.50 12,144,155.76
Floating Equipment—Repairs ..........cccvviveiiennen 945,449 .54 574,555.68
Work Equipment—Repairs ... .. s i sasasdanbieaaahs 3,010,661.22 3,003,013.45
Express Equipment—Repairs .........ccceiiieinncinenns 285,053.56 284,743.72
Miscellaneous Equipment—Repairs ...........covievun 247,020.57 276,522 .26
Miscellaneous Equipment—Retirements ................ 16,486.73 10,757.06
Dismantling Retired Equipment .......:.. 00000000000 208,898.98 182,848.76
Hguipment—Deprectation) .1l v an s thaivs s as s et et 19,585,633.07 17,834,782.56
Express Equipment—Depreciation ............cco0veeves 190,961.28 213,088.08
LT e et e SRS N N e S e 702,324 .27 669,893.87
UL RO RS R S AR AT R i, iy IR R S Pl L R 53,065.58 57,695.60
P ationery and P et e s R e Y B s A S e 85,524.08 83,701.77
RRher A pangeg - e T T ARG sl sk 79,985.82 45,790.33
Joint Maintenance of Equipment—Debit .............. 338,398.54 373,225.13
Joint Maintenance of Equipment—Credit 254,468.89 246,890.40
Deferred Maintenance—Equipment—Credit ............ —— 3,500,000.00
$106,916,137.23 $ 98,339,520.24
TRAFFIC

Supe'rmtendenqe ..................................... $ 3,008,156.06 $ 2,889,248.41
Outsldg ‘Agenc1es ..................................... 3,793,971.58 3,656,439.60
Advertising B L RS 1,061,605.58 1,036,505.48
Traﬁic F LT T I A kR GRS R R S 177,187.03 165,266.26
Stationery and - Printing o il sl U s b s b i s s b 534,052 .21 473,337.00
Industrial and Development ...........icoooiiiiannn.. 284,816.94 272,014.94
Solomization and. Agriculbure . .. . oo v bt o s 245.,868.66 231,770.18
$ 9,105,658.06 $ 8,724,581.87
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OPERATING EXPENSES—Continued

/
TRANSPORTATION

Superintendence a5l i tas s dion s v hute sirivii siese v s
Plispatehing Traing ol . Tudic) s o S8 ot L it
ROALION BN IOV AOR R e s shate cats o o5 A s v iacs srat sl soviuss S
Weighing, Inspection, and Demurrage Boreaus el L ors
Coall sanid (ODe  WRATVOR Fismss « o Ess v oois belsae 5ibre6/s 50
Station Supplies and Expenses ........tceceeseescninns
Yardmasters and Yard Clerks ........o coediaioioee s
Yard Conductors and Brakemen ......................
Yard Switch and Signal Tenders .......cicivisyeissvses
Yedrd N Hneindmen s, S0 e T Tt S e TG sl e
Nard EMGLOTINOIE & |l e s e 4% & At SF B S D S
Yardy Bwibching VHMell- 15 5 e i o o W e s e s
Yard Switching Power Produced ...........coveuveineey
Yard Switching Power Purchased .........ccocouevinn.
Water: for Yard ‘THOCOMOLIVER | v o fiviaiyis s siisice s sie nde.s
Lubricants for Yard Locomotives .....c.ceveveveinanneen
Other Supplies for Yard Locomotives ..................,
Enginehouse Expenses—Yard ........cceevenneieininn.
Yard. Supplies and EXDenses ....i:ocesossnsassosscssns
Operating Joint Yards and Terminals—Debit ..........
Operating Joint Yards and Terminals—Credit ..........
Fratnn Enpnemen oy IR KSR L SRR e U
ey MOLOFTAETY sy a5k S srscs 58 ey std aiass AT s s oA STa st s
AT Eel ¢ Lt e Rl v i R e T et e e e
Train Power Produced ................................
Praims Power  Parehaseds VIS oo d 00 S edelis va i notr n
Water for Train Tocomotives < ...« civiassaes viosiyaias s
Lubricants for Train Locomotives .......cc.ccieiuvess
Other Suplies for Train Locomotives ............... ...
Enginehouse Expenses—Train .......c.ciieeeenseeass.
IR e i ory g - . o Ay TR IR A AR R T IR =SSl
Prain Supplies and - EXPEDSCE | c«oov e asss o vyansisslomess’s
OIperating -BlepPIng: CBFE Slin s i o oy o stels diw sl S shetiicts
Signal and Interlocker Operation .........ecv.eenieenn
OraRsinD  Protectionty) SR T ns’s s 5570 s by e SR el e s ahvateie
IDrawhridee ODELaBlon &~ 12k J10 Ui i biniian's s s a0% 4l R s »
Telegraph and Telephone Operation ..................
Weiegranb—ContRen ookl |l d s ks aaish's sioa s sio s ionss
Operating  Floating 'Hguipment” L. ... e aaitonmne qaiss vns
IR aai At T e e o e T R TR
Btatiotiery and. PrnGIng o0 ool 507500 smas st dam bare s S o 61
RO XD o e et S S e R e W e i b s
Operating Joint Tracks and Facilities—Debit ..........
Operating Joint Tracks and Facilities—Oredit ..........
R IDRRG0 vt & e T Cd i e i bt sohata e i S E A e sy L o TR
(Sleasing | Wrecks sroh Siaed i 3t A A oad S du
DamRaoe 50/ PrODeTEFiss T8 seils 5 as s Xt ot s n s 25l RO
Damage to Live Stock on Right-of-Way ..............

Loss. and  Damage—Freight ©.........c.cicaceioaica )

Loss and Damage—Baggage ...coceeceveanerevenceanas
DI TUTIOR 60 SR OTHONER it tae o A Talss wiars e arainmoe e oSt s

MISCELLANEOUS

Dining and Buffet iBervice /v oot iteniateiotinsasiacna
ReSEAMPATIERL s o s s o s M I krinade ot ST o G s e Rl
Grain -Flevators it «b tid i ot o os Maya Bare o s 4355 6 Sae i
Other Miscellaneous Operations ........c.cvoviuivnnnaen
Operating Joint Miscellaneous Facilities—Debit ........

28~

1949 1948

$ 5,262,582.43 $ 5,077,054.05
2,923,421 .47 2,834,937.77
33,305,177.93 33,573,634.73
142.004.75 139,264.79
48,558.95 41,646.74
2,655,647 .96 " 2,534,221 .28
6,582,237.31 6,462,681.85
11,856,362. 65 12,302,395.06
1,203,312.70 1,122,502.22
6,294,694.75 6,993,817.34
2,087,127 .21 1,644,540.79
7,830,278.27 9,178,594 .88
19,379.21 17,388.25
82,873.43 86,839.62
214,686.46 230,899.15
135,435.56 135,876.53
96,111.73 104,025.62
2,893,867.71 2,903,870.96
265,200.83 240,932.41
2,193,908.88 2,108,807.83
2,314,995.48 2,372,838.85
19,726,772.10 20,360,690.42
867,417.11 532,866.67
47,249,322.18 48,072,104.21
5,285.71 5,345.26

73,455.58 63,965
1,774,505.52 1,718,311.90
870,832.26 819,824.56
469,887.55 456,691.77
8,532,258.28 8,323,909.71
23,890,489.93 24,077,394.97
15,405,951.72 15,421,924 .49
2,734,557 .64 2,539,957.94
770,250.56 763,156.42
1,183,041.16 1,150,665.10
212,852.38 195,354.20
568,747.70 564,234.32
7,690,197 .81 7,164,451.76
3,556,679.27 1,686,572.41
16,302,050. 22 15,192,057 .34
1,064,056.61 1,017,546.68
1,886,828.13 2,027,471.33
1,389,854.39 1,488,885.55
612,387.07 599,690.18
18,512.67 15,951.97
607,159.21 724,924 .67
308,559.35 135,931.02
77,146.34 87,897.99
3,292,634.24 3,428,830.89
5,434.61 3,891.84
2,015,289.13 2,549,627.79
$245,715,517.00  $245,351,741.35
$ 4218482.93 § 4,307,000.94
294,435.55 330,830.86
191,072.37 159,442 .72
711,124.48 52,375.74
346,668.08 361,592.20
$ 5761,783.41 $ 5,211,242.46
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The CrarmAN: Property investment account.

+ PROPERTY INVESTMENT ACCOUNT ‘
Expenditures Year 1949

Roap:

New-Lines Constitucted o005t o aonin ws sbblibs $ 382,251.81
Rails and Fasteninge ., .0 dave a0l d il 1,533,367.97
Tie Plates and Rail Anchors .........co.c.c0vin.s 1,371,327.72
BTt o s i R L o R R N el 558,289.51
Yiarge Fraight Terminale .. 5.t suliien e sss 1,321,974.48
Large Passenger Terminals ..........c.0vevunnnn. 615,732.22
Yard Tracke'and Sidings ..o: i ioi o dlan, 1,163,100.93
Roadway: IMachines . & ). ot vl i ssainme s diees o 705,316.18
Bridges, I'restles and Culverts ..........cccveees 862,552 .84
St Rl R S eR SN e S ERE e 191,741.58
Oroaing P robeckion: . 5 o5 | d i i S s s o s st 346,475.57
Stations and Station Facilities ..:............... 911,775.17
R T T Ve REC N e ST e S 189,844.63
Shops, Enginehouses and Machinery .............. 1,960,114.69
Docks AN WhATTOB: & <t o ceines o ¥ s latersssls s s m 100,151.19
Automatic Signals and Interlocking Plants ...... 1,642,017.57
Telegraphs—Railway ... . .ociiiu, cdiseissmviitass 388,425.89
Telegraphs—Commercial .........cciuiiieninennns 1,922,858.97
NOEOAPIIOr. PPODOELY) . . J it Jeire uie olorsle/ wim o o 7s siabs 1,645,717 .68
e e e A AR R S N 410,769.18
EqQuipMENT: ;
Equipment Purchased or Built .........cccovvvnns $ 28,332,025.20
Hauipment Retirements . cuvessonieosssivososaos 3,323,859.36
General Betterments to' Equipment .............. 3,762,415.49
figuipment Conversions [« .. i k< aaie vimes s s 367,137.82
Express and Miscellaneous Equipment .......... 402,833.36
A TR T e el B R R M o S e
SEPARATELY OPERATED PROPERTIES .....ovivevevansosns
NET AppITIONS AND BETTERMENTS DURING 1949
Ledger Balance 1st January, 1949 .......... $ 2,138,917,229.40
Net Additions and Betterments during
! BE ORI Bty S L e s ety $ 47,010,441.45
Canadian Government Railways:
Construction of Aqueduct at Fair-
by g B I R R R S 25,000.00
Transfer of Property ............ 181,067.02 47,216,508.47
Ledger Balance at 31st December, 1949 ...... $ 2,186,133,737.87
Carried.

the next page?
591913
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f
- OPERATING EXPENSES—Concluded
GENERAL
: 1949 1949
- Salaries and Expenses of General Officers .............. $ 632,211.69 $  619,175.40
Salaries and Expenses of Clerks and Attendants ...... 8,876,678.49 8,415,137.25
General Office Supplies and Expenses .................. 500,658 .49 417,355.21
RO TR DOTIEGS. - o afhier o o e bins e bis b s o s b s B o s o e 551,078.56 534,293.79
Relief  Department ~HXPEDABE o .'ss /s vs sio blors e sinielaie sts slp o a8 42.500.00 42,500.00
CTno e on s s M G R A R e e S R TR R 11,296,839.37 10,386,893.26
Btationery. and Pranting . Al S tind ds s Sinded e S s 369,507.10 391,857.33
ARl nation s TIXDBNBER i i 2 bt ni s o Soste, ois wie bie TR S0 S0 S0 4 17,298.41 16,679.51
L T AR R S e e S A S 226,766.80 202,069 .48
General - Joint Facilities—Debit ...........ccccvvuennn 100,770.38 92,977.21
General Joint Facilities—Credit .........ccooveueunnnn 14,295.64 18,320 .81
7 $ 22,600,013.49  $ 21,100,617.63
Carried. ’

$ 18,223,809.78

29,540,552.41
222,622.98
976,643.72

$ 47,010,441.45

~_ Mr. Fraser: No, just a moment, under operating expenses: Why is super-
intendence placed under operating expenses and it appears again at the head of
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Mr. Goroon: That applies to different sections, one is superintendence of
maintenance of way and structures and the other is maintenance of equipment.

Mr. Fraser: I see.
The CrARMAN: Property investment account, page 28:

Carried.
Mr. Fraser: On the item of hotels what does that cover, the $222,000?

Mr. Gorpon: That is the amount of capital spent on all hotel property durmg
the year. It is a very small amount when it is spread over all our hotels.

The CrARMAN: Loans from the government of Canada.

LOANS FROM THE GOVERNMENT OF CANADA

Principal Interest Average
Outstanding Accrued Interest
at Dec. 31, 1949 1949 Rate
Loans for repatriation of U.K. securities .... $391,444,731.50 $ 13,700,431.73 3:50%
Loans for debt redemption ............c..... 276,105,886.98 6,416,548.08 2-32%
Loans for new rolling stock ........... oA ST 34,408,973.71 923,776.73 2:56%
Loans for investment in T.C.A. ............. 19,043,022.71 571,290.68 3:00%
Loans for capital expenditures and working
L 1T ) AP, B S EEAE L A R T s 5,886,566.33 - 186,236.36 1-92%
Canadian Government Railways—working capi-
tal at consolidation 1928 ..........c.c0un. 16,771,980.54 —
$743,661,161.77 $ 21,798,283.58 2:91%
Carried.

The CuamrMAN: Funded debt—principal and interest.
Mr. Fraser: Are there any tax free bonds included in the amounts indicated
there? I understand that some bonds are tax free.

Mr. GorpoN: There are Canadian National bonds tax free.

e B i st e ¢ e e
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NAME OF SECURITY

GUARANTEED BY GOVERNMENT OF CANADA:

Perpetual Debenture Stock............cococviiiiaiiiiiniosiiosas
G. W. Perp. Debtr. Stock and Bonds.............oiviieinnn.s g
Perpetual Debenture Stock..........ocviiteies vioesiassarsorsies
Nor. Rly. Perpetual Debtr, 8tock. .. .. cierevivensisossernertie:
TGN ORlg e Bonda - i Tai T wag S i s dnlem i s A R b
T s T T P B A e e S S B S R S SR
1st Mortgage Debenture Stock.
3}% 1st. Mortgage Debenture Stock. .
319, 1st. Mortgage Debenture Stock..
319, 1st. Mortgage Debenture Stock..
5% 30 Year Guaranteed Bonds. .....
419 30 Year Guaranteed Gold Bonds...
5% 40 Year Guaranteed Gold Bonds.............
439, 25 Year Guaranteed Gold Bonds....................... 2
4}% 25 Year Guaranteed Gold Bonds..............ciivviveiniinneniin.
% 20 Year Guaranteed Gold:Bonds: i 0uiss Giasinivre s obions doos
0 Yond Guaranteed Bonde (o i Sl o g sastns v ey A i
2}% O A sarrCiudrantend BondB. i T et el s e e Sk
8% 17 Yoar Guarantoed Bonds .. s, cin v s Suine i s pass waniols s
249620 Xear. Guaranteed Bonds. ... ool o  Giii it s s s

GUARANTEED BY PROVINCE OF BRITISH COLUMBIA:

49, 1st. Mortgage Debenture Stock
4390 'Terninal Debentuls BI0CK (355" v vl ivs Fowivs s vt r o s s a s

EquipMENT TRUST ISSUES:

Issuing
Company

1875 to 1883...

1858 to 1876...
1883 to 1918. ..
July 31, 1884
July 1, 1905
July 1, 1914
July 29, 1903
Mar. 1910
Mar. 22, 1911
Dec. 8, 1911
Feb. 1, 1924
July 1, 1927
Feb. 1, 1930
June 15, 1930
Feb. 1, 1931
Sept. 1, 1931
Jan. 15, 1939
Jan. * 2, 1947
Jan. 3, 1949
Sept. 15, 1949

Nov. 16, 1911
1913 and 1914.

Date
of
Maturity

1967
-1966
1969

1950
1950

Ser. 15, 9, 53
Ser. 1, 6, 51
Ser. 1, 12 57
Ser. 15,
Ser. 1,

3, 58
11,758

239, Series “‘P”’ Sept. 15, 1938
. R € A 1 June 1, 1941
2% Sk kg | et Dec. 1, 1947
A B e Mar. 15, 1948
At Nov. 1, 1948
4§ yo: ) O TR e S s e SRt S IS S il st Sbs e e 8 N SRR TSR B S T

Principal Interest
Outstanding Accrued
at Dec. 31, 1949 1949
$ 1,016,091.86 § 50,804.59
499,709.33 24,985.47
5,446,783.07 217 141 32
22,591.07 3. 64
26,465, 130.00 793, 953 90
7,999,074.00 319, 962.96
1,162,768.33 34,883.04
5,636, 506.48 197,277.73
550, 726.60 19,275.43
3,597,517.87 125,913.13
,000, 000.00 2, 500,000.00
64,136, 000.00 2,886, 120.00
17,338, 000. 00 866,900.00
48,496, 000.00 2,303, 560.00
67,368,000.00 3,031, 560.00
48,022, 000.00 2,160, 990.00
35,000, 000.00 1,050, 000.00
50,000, 000.00 1,375,000.00
35,000, 000.00 1,026, 986.30
70, 000, 000. 00 526,328.49
$ 537,756,898.61  $ 19,512,546.00
$ 797,082.15 § 31,591.31
1,152,762.46 51,436.90
$ 1,949,844.61 § 83,028.21
$ 2,100,000.00 $ 67,489.58
852,000.00 30,766.67
4 480, 000.00 99, 866.67
200 000.00 547,895.83
19 350, 000.00 463,593.75
$ 51,982,000.00 $ 1,209,612.50

ONIddIHS ANV SAVMTIVY ,

91



Issuing Date Date Principal Interest 5

NAME oF SECURITY of of Outstanding Accrued
Cositeny Taove Maturity  at Dec. 31,1949 1949
OTHER ISsUEs: »

4957 CanadaAtlantic Ist. Mtge. Bonds. .| i oo Suvaeireitinsme o sirk GIEARE Jan. 1, 1905 Jan. 1, 1955 § 9,947,934.00 $ 397,917.36
B AR NNOTEEAGO EIOTE 7 o 4 3550k fon T1n s oadeid N AN VALY s s A A VER S 3 8 Pem. Sou. Sept. 1, 1906 Sept. 1, 1956 150, 000.00 6,000.00 !
S Pndi N tde: Bontle Prairfter ™ Al il o s et s G TP, . Apr, - L 1905 Apr. 1, 1955 3,574, 530.00 142,981.20 2
49, 2nd. Mtge. Bonds, Mountain “B”.............. e ok e {200 8 PR Apr. 1, 1905 Apr. 1, 1955 3, 144,906.00 125,796, 24 - =
4% 1st. Mitge-Bonds, “*Lake SBuperior’ .. i ..s i viviesissnavases (L R Apr. 1, 1905 Apr. 1, 1955 2,152, 008.00 86,080.32 X
49, Perpetual Cons. Debenture Stock Can. Nor... 1903 to 1912... Perpetual..... 3,992, 929.66 159,717.19 f
49, Perpetual Cons. Debenture Stock C.N.O June 21, 1909 Perpetual..... 889, 597.47 35,583.90 |

4% Perpetual Cons. Debenture Stock Oct. 1906 Perpetual..... 465, 545.33 18,621.81

4% 1st. Mtge. Perp. Debenture Stock... June 1, 1912 Perpetual..... 285,342.40 11,374.77

1st. Mortgage Bonds.............. Nov. 30, 1900 July 1, 1950 6,527, 336.00 261,237.86

4}% 1st. Mortgage Series ‘A’ Bonds. . Jan. 1, 1930 Jan. 1, 1980 400,000.00 18,000.00

49 Iat. Morteage Gold Bonds: ... ... viviiis vs woaiinism s o viainias i .. "Oct. - 1, 1900 Oct. 1, 1950 200, 000.00 8,000.00
5% 'Indebtedness to Province of N.B......:..vveveiivetorebobunssonee ¢ ... Sept. 3, 1929 Nov. 15, 1958 380, 022.60 19,001.12 ‘
24% Registered Instalment Notes............cciiviiiiirireenerannnnn g .. 1941 to 1944. .. Ber. 1, 8,267 13 067 025.00 20,750.43 |
Tnterost on ' Secnrition Xatirod In 1940 . . it lo i i famn av s s b e h s B 15 o T Vs o e ey A G (e R e S 0 2,186,402.08 2 |
A et S T e R I S I S S P Ty I e e s S e $ 33,177,176.46 $ 3,497,464.28 };

Total Debt as per Balance Sheet.................... TEU AP R A e SO R 2 s & P B o de b BARESEL Tte el DR SSE UL $ 624,865,919.68 $ 24,302,650.99

There is included in the above $12,485,725.45 par value of System Securities held in Special Funds and Accounts.
These obligations are stated in Canadian currency, Sterling and United States currencies being converted at the par of exchange.

This schedule does not include securities in the Railway treasury or those held by The Canadian National Railways Securities Trust, or by the Government of
Canada as collateral.

ATLLININOD TVNOISSAS
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The CuarmAN: Financing:

FINANCING
Year 1949

Funpep DeEBT—New Issues ) ; R
3% Canadian National Railway Company 17 Year

Guaranteed Bonds, due January 3, 1966 ........... $ 35,000,000.00
2%% Canadian National Railway Company 20 Year
Guaranteed Bonds, due September 15. 1969 ........ 70,000,000.00

219% Newfoundland Railway Registered Instalment Notes
due serially to March 1, 1957 (assumed April 1,
£ 2 Lo ) MR D R S e ity o T A e e 1,138,128.00 $106,138,128.00

: ~ Fuspep Desr—Retirements

5% Canadian National Railway Company 40 Year
Guaranteed Gold Bonds. due October 1, 1969, called

ber 1, 1949 at 105—par value ........oovvvunn $ 57,728,500.00
49 Central Counties Railway Company First Mortgage
Bonds, due September 14, 1949 .................. 475,000.00
23% Newfoundland Railway Registered Instalment Notes - 71,103.00
uipment Trusts—annual principal payments .......... 7.228,000.00
Bosuration YDt riatedic. s v v, o e vt 5 s ey & g hoe SRAL S 2,263.34 65,504,866 .34
Inerease in Hunded Meb & 5 a5 G vpves wsiadls 5o s ot s $ 40,633,261.66

Loans FrRoM GOVERNMENT OF CANADA—New

For repatriation of UK. Securities .......:c.ceeneeshine, $ 5,428.92
LoANs FroM GOVERNMENT OF CANADA—Repaid

Doany for debt redenmiplion \oa i o i 0s. v & Talle v as e o $ 2,819,901.41

Loans for e rol e gtoek: % /nh G D8 N Pere siate iaTo & 0 5 s 3,819,190.85

Boans for workmg eapibalvi. ;o 05 ik i d it eaid sl i abloe 10,200,000.00 16,839,092.26

Decrease in Loans from Government of Canada ......... $ 16,833,663.34

Increase in Capital Debt 1949 ... .o i iimeenvainss $ 23,799,598.32

The issue of $35,000,000 Canadian National Railway Company 3% 17 Year Guaranteed
Bonds, dated January 3, 1949, was sold at a price of 99.00, representing an annual interest
cost to the Company of 3-075%, and is callable on any interest payment date on or after
January 3, 1961, at par, on 30 days’ prior notice. )

The issue of $70,000,000 Canadian National Railway Company 2%% 20 Year Guaranteed
Bonds, dated September 15, 1949, was sold at a price of 98-625, representing an annual interest
cost to the Company of 2-969%, and is callable on any interest payment date on or after
September 15, 1964, at par, on 30 days’ prior notice.

Carried.

The CHAIRMAN: Investments in Affiliated companies.

INVESTMENTS IN AFFILIATED COMPANIES

Total Owned by Can. Nat. System
: Par Value at Dec. 31, 1949
Company Outstanding Par Value Book Value

STOCKS:

The Belt Railway Company of Chicago . $ 3,120,000.00 $ 240,000.00 $ 240,000.00
Canadian Government Merchant Marine,

QST L LT A Ta e G R 800.00 800.00 800.00

Chicago & Western Indiana Railroad
'Com.p-a.ny ........................... 5,000,000.00 1,000,000.00 1,000,000.00

The Detroit & Toledo Shore Line Railroad
R ORI LA R S e el b o i Tl s s 3.,000,000.00 1,500,000.00 1,500,000.00
Detroit Terminal Railroad Company ...... 2,000.000.00 1.000,000.00 1,000,000.00
Northern .Alberta Railways Company .... 12,500,000.00 6,250,000.00 6,250,000.00
The Ontario Car Ferry Company (Limited 500,000.00 250.,000.00 179,007 .53
The Public Markets, Limited .......... 1,150,000. 00 575,000.00 . 575,000 00

Railway Express Agency, Incorporated (no
DR A i R R & ks 1,000 shares 6 shares 600.00
The Toronto Terminals Railway Company 500,000.00 250,000.00 250,000.00
The Toledo Terminal Railroad Company 4,000.000.00 387,200.00 387,200.00
Trans-Canada Air Lines ........cccceevusn 25,000,000.00 25,000,000.00 25,000,000.00
Vancouver Hotel Company Limited ...... 150,000.00 75,000.00 75,000.00
L T e B R N IR e s S, e s A LS G N O ) SR $36,457,607 .53
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B INVESTMENTS IN AFFILIATED COMPANIES—Conec.
ONDS: 5 b
Northern Alberta Railways Co. 1lst
Mortgage " Bondfdouen B0 00l s vl s $21,255,000.00 $10,627,500.00 $10,627,500.00
The Toronto Terminals Railway Co. Ist
Mortgbge - BONOS (i tsasolaess saies 25,910,000.00 12,955,000.00 12,955,000.00
i ey 4 A RISy B R A SR e i SRR E Y 2 WL SO e T, $23,582,500.00
ADVANCES: '
Chicago & Western Indiana Railroad Company ..........coeivieneiunnn. $ 3,011,042.87
Northern ‘Alberta Railways COmPAnY s «iivaieeia sl s aiaioin s & slas s sl s sdiassisn 250,000.00
Railway Express Agency, Incorporated ....... ey Nl L PR el By 173,493.22
Vancouveér “Hofel | Company: Lamitied .5 2oivi i s ot s SR Ea s st oid 3,979.53
R e e T S R P o s $ 3,438,515.62
Total Investments in Affiliated Companies as per Balance Sheet ............. $63,478,623.15

Mr. Fraser: Under that heading I see there are 28 companies; does that
cover any bus companies or trucking companies?

Mr. GorooN: No, we give them i in another place.
Carried.

COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM:
CAPITAL STOCKS OWNED BY GOVERNMENT OF CANADA

Company
Number
1 Canadian ‘National: Railway Company. . . ite i ot e e slesiyoiasaosiosass $ 18,000,000.00
2 The Canadian National Railways Securities Trust................. 378,518,135.02
$ 396,518,135.02
CAPITAL STOCK OWNED BY SYSTEM OR PUBLIC
Owned by
Company Name of Issuing Company . Company (Capital Stock Owned by
Number Number Issued Public
3 Atlantic and St. Lawrence Railroad Co. 1 $ 6,302,340.00 $ 26,640.00
4 The Bay of Quinte Railway Company.... 20 1,395,000.00
5 The Bessemer and Barry’s Bay Railway
(@075 b R SUbE Sl s P R R S 20 125,000.00
6 The Canadian Express Company ........ 1 1,768,800.00
7 (Canadian National Electric Railways.... 20 1,750,000.00
8 Canadian National Express Company.... 21 1,000,000.00
9 *Canadian National Railways (France)—
france. 300000000 & 4 0 i s v e o e 1 1,893,573.92
10 *Canadian National Realties, Limited.... 20 40,000.00
11 Canadian National Rolling Stock Limited 1 50,000.00
12 *Canadian National Steamship Company
i N o B T e e LR NI Sl " 41 15,000.00 s
13 Canadian National Telegraph Company.. 20 500,000.00
14 *Canadian National Transportation, Ltd... 1 500.00
15 The Canadian Northern Alberta Railway
O DT ke % S b ot %5 1a307n, <To % 5 3 W75, 4. o et 20 3.000,000.00
16 (Canadian Northern Manitoba Railway "
Cormpampyteans W M E I e e it 20 250,000.00
17 The Canadian Northern Ontario Railway
I I DR s e et T I N S 2 B 20 10,000,000.00
18 Canadian Northern Pacific Railway Com-
Yy P e e v e s ol 50 20 25,000,000.00
19 The Canadian Northern Quebec Rail-
WY AONEDRADIY V55 S s pa s s p o ais g o 20 9,550,000.00 3,849,200.00
20 The (a:nadxan Northern Railway Com-
0 o gl o R TR e e N S B G 1 18,000,000.00
21 The Canadian Northern Railway Express
Company, ™ TAMIYed:, & s os e s sis s «rsviises 20 1,000,000.00
22 Canadian Northern Steamships, Limited. 20 2,000,000.00
23 Canadian Northern System Terminals
(Emaged ) O L s SRl s ht s e A R 20 2,000,000.00
‘24 Canadian Northern Western Railway
CROTRDEDT - 2 s s s T e st laes s S A s 3 20 2,000,000.00

o5 *Qannar Olle Lirited , (i sodess sty oy G 1 100.00
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‘ GOMPANIEB COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Cont.
CAPITAL STOCKS OWNED BY GOVERNMENT OF CANADA—Cont.

Owned by
Company Name of Issuing Company Company Capital Stock ~ Owned by
Number Number Issued Public
26 *The Centmont Corporation ............. 29 176,400.00
27 Central Counties Railway.............. 1 ,000.00 12,000.00
28 The Central Ontario Raillway.......... 20 3,331,000.00
29 Central Vermont Terminal, Inc.......... 1 10, 000 000.00
30 Central Vermont Terminal, Inc......... 29 .00
31 *Central Vermont Transit Corporation... 26 5 000.00
32 Central Vermont Transportation Company 26, 29 200 000.00
33 The Champlain and St. Lawrence Rail-
BOAL ORI L b5 <" oe T a 44015 015 28 s 5 944 50,000.00
34 *Consolidated Land Corporation ........ 44 64,000.00
35 Duluth, Rainy Lake & Winnipeg Railway
Compan ........................... 2,000,000.00
36 Duluth, Winnipeg and Pacific Railroad '
Company ........................... 87 100,000.00
37 Duluth, Winnipeg and Pacific Railway
SHpanYS L T 2 L e e T s 20 3,100,000.00
38 *Gramd Trunk-Milwaukee Car Ferry Com-
............................... 44 200,000.00
39 The Gx\a.nd Trumk Pacific Branch Lines
COMP RO e T Sas's s e aima s imate b 9.5y 41 200,000.00
40 The Grand Trunk P»aclﬁc Development
Companyy,  Eimited = .. lviais swidsh dle s 41 3,000,000.00
41 The Grand Trunk Pacific Railway
T e b e R M ol S S LI R S 1 24,940,200.00
42 The Grand Trunk Pacific Saskatchewan
Raslway (Company .. ik ey st diate 41 20,000.00
43 *Grand Trunk P@cl.ﬁc Terminal Elevator
Comany, t (Limited) "ol dndie i iins s 41 501,000.00
Grand Trunk Western Railroad Com-
44 ATV ECOTRIAON) | 5ot 5 S s sa oty oty 1 20,000,000.00
Grand Trunk Western Railroad Com-
pany. (Preferred) /S visilys s dasiivsidssh 25,000,000.00
45 The Great North Western Telegraph
Company of Canada (Including
$331,500.00 held in escrow) .......... 13 373,625.00 6,825.00
46 The Halifax and South Western Railway
TV by ke R S0 PR b B 20 1,000,000.00
47 *Industrxal Land Company ... oes ceofinis 44 00.00
48 International Bridge Company.......... 1 1,500, 000 00
49 The James Bay and Eastern Railway
I DR e N A e kb AL T 20 125,000.00
50 The Lake Superior Terminals Company
I 1k oy AR Lo DA e o SRR LM S 20 500,000.00
51 The Maganebawan River Railway Com-
................................ 1 30,000.00
52 \Iamtobm Northern Railway Comany.. 1 500,000.00
53 The Marmora Railway and Mining Com
o i o e e NSRRI 20 128,600.00
54 The Minnesota and Manitoba Railroad
e re by ok U T A TS E D e A RO SN 20 400,000.00
55 The Minnesota and Ontario Bridge Com-
DGR S Ser ki S S U L L s 20 100,000.00
56 Montreal and Province Line Railway
O DAY T2 LA TR - T soalas 0 e Bars b At 26 1,000,000.00
57 *Montreal and Southern Countles Railway
D T o e\ vaaiiatbim, 3 DFLE 1 500,000.00 165,600.00
58 The Montreal and Vermont Junction Rail-
WY Company il ve S mdinivis v i 29 197,300.00
59 *Montreal Fruit & Produce Terminal Com-
e Bkt o el B e L S TN YAleR AR 1 500.00
60 *The Montreal Stock Yards Company..... 1 350,000.00
61 *The Montreal Warehousing Company. .. 1 236,000.00 10,440.00
62 Mount Royal Tunnel and Terminal Com-
Pany. ST AR 1 T TN ke 20 5,000,000.00
63 Muskegon Railway and Navigation Com-
oton A e e s Rire AR e | WS QR S e Y 44 161,293.00
64 *National Terminals of Canada, Limited. 1 2,500.00
65 National Transcontinental Railway Branch
T G e R A N 1 500.00
66 *The Niagara, St. Catharines and Toronto
Railwiay Company: v o.vevees Joidesais 20 925,000.00
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Conc.
CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—(Cone.
Owned by

Company Name of Issuing Comp'any Company Capital Stock  Owned by
Number Number Issued Public
67 *The Niagara, St. Catharines and Toronto
Navigation Company (Limited)...... 66 100,000.00
68 *The Oshawa Railway Company.......... 1 40,000.00
69 The Ottawa Terminals Railway Company il 250,000.00
70 The Pembroke Southern Railway Com-
JUE sl S L RSN L S C I PO R 1 107,800.00
71 Prince George, Limited................ 1 10,000.00
72 Prinee' Ruperty Limited.. .o 0 L 0o 0l 1 10,000.00
73 The Quebec and Lake St. John Railway
oM PNy e e R 20 4,508,300.00 489,160.00

74 The Qu’Appelle, Long Lake and Saskat-
chewan Railroad and Steamboat Com-

60 ¢ b et S e AR ISR L LG SN SR 20 201,000.00
75 *Rail & River Coal Company............ SrArSy 2,000,000.00
76 St. Boniface Western Land Company. .. 20 250,000.00
77 The St. Charles and Huron River Rail-

WY ODIMBANY N0 o8 kL AR 20 1,000.00
78 St. Clair Tunnel. Company.......... .. I 700,000.00
79 *The Thousand Islands Railway Com- .

i g R A e e R o & i LT 1 60,000.00
80 The United States and Canada Rail

Road TCOMDAIY, | o 5xciits st cs s 1 219,400.00 425.00
81 Vermont and Province Line Railroad

Campany. T e e ol s e e Y 1 200,000.00
82 The Winnipeg Land Company Limited. . 20 100,000.00

$202,821,731.92  $4,560,290.00

The Income Accounts of Companies indicated (*) are included in the System Income
Account as “Separaetly Operated Properties.”

Carried.

Mr. Furron: One question for information. What is the difference in_ ‘ghe
set-up between the Canadian National West Indies Steamships and the British

Columbia Coastal Service; is one operated by the government and the other
operated as a private company?

Mr. Goroon: In the case of the Pacific coast we own the company, and in
the case of the Canadian National (West Indies) Steamships the government
owns the ships and we operate them for the government.

Mr. Furron: I am interested in this. I do not want to embarrass anyone,
but is that a fair question to ask the management?

Mr. MurcH: Ask the minister.

Hon. Mr. CHEVRIER: I doubt whether I can give you the history of it. This
arose—I believe I am right in this—out of the old government merchant marine—
ships which were operated by private operators to the West Indies, and the
companies were not operating profitably and they decided to withdraw and the
government then decided that it would establish a subsidiary, the Canadian
National Steamships, and a number of these old government merchant marine
ships were given to it to operate. I do not think it is a question of comparing
which of the two is the better method of operation; but it was an imminent
decision that had to be taken by the government away back in those days and
they took this method. They owned these ships so they turned them over for
operation to the Canadian National in a subsidiary corporation.

Mr. Apamson: Are these capital stocks all Canadian funds?

Hon. Mr. Cuevrier: Do you mean the capital stock in the West Indies
service?

Mr. Apamson: No, the capital stock of the whole system held by the public.

Mr. Gorbon: Some are in the form of American funds, yes; but when they
get into the system accounts everything there is indicated in Canadian dollars.

i ok T EIC S
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Mr. Apamson: Everything is broken down in that way in there, is it?
Mr. Gorbon: Yes.
The CuamrMAN: “Railway Equipment”?

RAILWAY EQUIPMENT

*Addi- | Retire- Conversions
Decem- tions ments during year Decem-
o, ber 31, during ddring ber 31,
! year year Added | Retired 1949
LocoMOTIVES: .
Passenger—Freight................. 1,908 i e SahiR, A e e L 1,955
Bwitehang - o b o 555 BRrrie® £ 4T At 2 554
1T S ek e S AT T SRRl e e I SN oSO BTN L e S0 24
BB OROILIERERICTS 150 b s i & ot e g 108 A A S b s S T s D s Vet 14
4 5o 0 ey S R Rt T o 2,595 (e R e 2 2 2,681
FreicHT EQUIPMENT:
MO Carn sy G st R Gl S 75,378 1,964 76,442
Tiat Cars. = wiue gt s coa O h 5,102 427 5,464
BEORIIORTE. - B G o BT %000 Pt o 3,032
EORb O apas Teelrincie ] s g S 16,080 1,091 16, 598
Rank Carn, BB is b ) s o 140 108 242
Refrigerator Cars 7 3,686 398 0 1 3 1 SN R 16 4,057
Caboose Cars: ..z.:ivsoiisyonssons 1,651 31 18 [ 0 el knile 1,704
Other Cars in Freight Service. .. ... 1 ARSI RETR e o B ST e VIR R 13
6155 R R T 105,024 4,019 1,214 123 400 107, 552
PAssSENGER EQUIPMENT:
8 B S N s 1,126
CombinationCars.................. 285
PHnine Cars. o s v e 93
O OIS CRTE Y 5yl o sy i s 166
BRFIor Citra: - Syl or 2 o 61
B B e N O i P RS 27
TN T e A S SR 366
IOEEEY Coake s S L 47
Baggage and Express Cars.......... 1,116
EORERE Ciake =00 05 00 A 49
o R A ey S RIS B T 28
Other Cars in Passenger Service 53
4B o B T R A A SR T b 3,417
Work EqurpMENT:
Cars in Work Service............... 7,581 198 291 282 1 7,769
Froaming EQuipMENT:
o T ST T e S M e S B U A o @ e TN W S AR (e S 8
e I L N T AN G O eI bt SR el 6
L e i L R R R e e T i) e KRR b e g et ) PR a8 11
R g e e L e U It et Vo O B S ST et e N 5
T A R W B S W ) e Al L Dl e | e s S e e 3

*Includes Newfoundland District equipment acquired April 1, 1949—1 252 units

The CHAamrMAN: “Statistics of Rail-line Operations”?
Mr. FuLron: There are a lot of pages, Mr. Chairman.

Mr. Gorbon: I might say that from here on these statistics are really

- matters for public information and do not call for approval or agreement from
- the committee,
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STATISTICS OF RAIL-LINE OPERATIONS

*TRAIN-MILES: 1949
Freight ‘Service U S0 Uanlen 1y Rl s e T, e S vt i 43,160,657 44,982 912
T R LT s (- R e A R | SIS s S R R B 23,740,378 23,901,589
Potal, ol s Sy B L o e B e o o e b 66,901,035 68,884,501
Work Serviae i e o e R e e L 1,491,904 1,838,816
b2 e e SRR O, R R A R il el gt ST R L RN B 63,392,939 70,723,317
*L0ocoMOTIVE-MILES: ; !
Freight | Berwloe il siil. L 508 obe i s i Sl Sl oot oo e viarats 45,831,562 47,897,549
T s e 23 e De = T DB et g Mo Sty & 106 8 SRR S ORGS0 23,805,688 23,934,187
Train Switching —Freight 3,790,738 4,070,004
—Passenger 152,041 145,515
Yard Switching —Freight 15,579,565 16,727,070
—Passenger % 1,707,756 1,697,406
TRl T ) A e e L e T, R S e B R 90,867,350 94,471,731
ey TS T © O SRS B B e DRSS R S SR e 2,003,049 2,449,032
i s il U R R S el M A IR, BT o 90,870,399 96,919,763
*CAR MILES—FREIGHT SERVICE: :
Tioaded.Frerght Care\ ol o o e R B SRS R s e e 1,158,838,514 1,211,547,787
Empty Freight Cars .....cociveviviavovisonvaissseraasssds 500,340,311 496,444,069
Passenger Coach and Combination Cars ........c.covuuinnen 6,127,545 6,080,471
Sleeping, Parlor and Observation Cars ........ocvvveveeeens. 364,712 293,699
Dining Cars 19,667 14,499
Other Cars .. 7,404,387 6,979,100
(B r 0 oh e Ry 3 SCAb G I e iefels 0L el S S S e i AR LS 42,570,764 44,471,685
Se, 7 QR R S A S e D s s 2 D e b Py il 1,715,665,900 1,765,831,310
*CAR-MILES—PASSENGER SERVICE:
Lioaded i Ereipht-Care 4 /5 v i s B mn s Sl e de s sl 788,212 624,574
Bty Freight Carericrrait ol o d e vo deiis b s v s kitisie e 79,081 40,557
Passenger Coach and Combination Cars .........covvvunvanns 60,709,393 63,942,532
Sleeping, Parlor and Observation Cars ...........co0vinnnen 52,896,982 52,072,888
1V a i c (ol 7o - Wk et & SEINIE eI ) e el S % R ST 8,084,720 8,443,302
B ther ars i e NN L R U ST i S S AR 77,933,744 73,544,699
IMOtoR " UREE HORTE. 8 8 5 R A e N T S T e SR o 666,307 725,399
CEDOOBR | Rl AT I b s 4 W ST i, B el g Gl S T ] 763,775 694,406
4t o 7: 1 Lol et e GBI NS Spe Rl ol 21 ol 74 iy BRI LGS T E A T oeipl 201,922,214 200,088.357
Par-MITes--Total a4 o o e L bl e N e L S e S e e 1,917,588,114 1,965,919,667
VO R Ervioe: Al o L e R R R T Ty wik s 3,232,465 3,880,413
105 7 et e KPS B, S B e ol 8 Ml B (it ) i 1,920,820,579 1,969,800,080
AVERAGE MILEAGE OF ROAD OPERATED . ...ve.iiovcviocnoanvasnsnsos 23,902.01 23,400.62
FrereaT TRAFFIC:
Tons ‘carried—Revenue freight . ... i i it iaviicsinnesnets 76,845,970 85,240,738
Tons carried one mile—Revenue freight .................... 30,921,807,529 32.942,999.471
Kreiphthrevente ok, s iah s s B And L i S aer il s $394,424 463  $393,544,359
Beventar har Do e S e e v o b st Tl ST L $5.13266 $4.61686
Revente Der tODAMI e 7. or el o iy 5L e e in 573, 62l bigtm B Sh w38 $0.01276 $0.01195
Miles per: revenue-BOn .ol e Fi s sioins 68 maicy wossibe 402.39 386.47
Ton-miles—Revenue freight per mile of road 1,288,376 1,407,783
Ton-miles*—All freight per mile of road ..............c..c.. 1,405,767 1,532,282
*Gross ton-miles of cars, contents and cabooses .............. 73,203,829,127 76,355,177,207
Net ton-miles of freight (Revenue and non-revenue) ........ 33,600,657,164 35,856.347,990
*Train-hours in freight road service .........cccovesveenconan 2,681,868 2,923,646
PASSENGER TRAFFIC:
Passengers carried ........ 3, o R P R SR R T IR R S 18,678,371 20,083,064
Passengers carried one mile/ .. .oii e iii i ve s e, 1,620.839,960 1,754,856,873
PassenNger -TEVEITE . . ashi\s sbsis sa s s's Feio o siakis sis's aidsiste s's ngiionss $43,287,240 $41,562,141
Revenue Der DASBGIEZET! o iiasle'o’s 4s.t o ase svin's o6 sies o%ie s asissoiesnss $2.31751 $2.06951
Miles per revenue DASSENZET .. .sssvosiesvosasssnnssiasinsans 86.78 87.38
Revenue per passenger Mle ... .oy costictabionnsanssnsoass $0.02671 $0.02368
Passenger-miles per mile of road ............ ... .ol 67,812 74,992
NET RATLWAY OPERATING INCOME:
Gross revenue per mile of road .......civiiiiiiiiiiiiiiias - $20,949.01 $20,993.89
Gross railway operating charges per mile of road ............ $20,716.94 $20,559.04
Net railway operating income per mile of road ............ $232.07 $434.85

*Exclude Newfoundland District.
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REVENUE TONNAGE BY COMMODITIES

Year Year Increase or

*1949 1948 Decrease
AGRICULTURAL PRODUCTS: Tons Tons Tons Per cent
e e S SR I R R S S R 5,753,131 4,900,373 852,758  17-40
G A PR A B e B o RaTel s e 557,987 398,784 159,203  39-92
R i e G K S el S S 1,342,509 1,197,443 145,066 12-11
1T Ve e e EEO) N Sty PR RS RS g 1,171,881 1,245,513 73,632 5:91
L IR e e Bt o Je s N e R P e R S 180,778 152,952 27,826 18-19
T R TSR A S O St 102,362 218,916 116,554 5324
Other Grain (including dried peas, beans, 178,209 146,217 31,992 21-88

soya hbans e e R s 918,830 1,005,790 86,960 8:65
T (0 1l et S abach - e g L B R o, 1,667,837 1,977,329 309,492 15-65
Other N P roduets s e aren Ay et S0 130,326 201,218 70,892 35-28
Ay Sand) SEragr S i o o R s 81,093 68,590 12,608 . 18+23
BT IET | e i T e LN A R b K G 86,545 97,315 10,770  11-07
ARDIed - ITreh i SRl S el anate gt i awi 304,038 331,239 27,201 8-21
Other: Brail (hresh} s oo e T Fa L i le e 400,370 405,147 1,077 1-18
T A o e SR B KA b St S A R 248,462 205,616 42846  20-84
Other Fresh Vegetables ..........ccc0veenn 766,211 704,736 61,475 8:72
Other Agricultural Products .............. :

101 Y g Pt e SR L S et SR A e T e 13,890,569 13,257,178 633,391 4-78

ANIMAL Probucts:
................................... 22,790 37,952 15,162 39-95
Cattle Fer U] T e e s s N R R Sy N 320,044 365,874 45,830 12-58
Sheep .................................... 11,642 13,286 1,644 12-37
Ve k] e S R Al ARG T S 133,801 144,285 10,484 7-27
Poultry L A R o S S A 86 247 161  65-18
Dressed Meats or Dressed Poultry (fresh

iy, o) MR B RIE A ) e LSRR 223,876 245,497 21,621 8-81
Dressed Meats (cured or salted) .......... 41,094 88,015 46,921 5331
Other Packing House Products (edlble) 86,703 42,908 43,795 102-07
i T A T 35,821 57,133 21,312  87-30
G e S e s S e s s ey 34,950 42,416 7,466  17-60
I e 35,036 37,880 2844 751
L e LRI R R SeTe R S T Sl R s 26,701 40,977 14,276  34-8%
Hider -and- Ldather ., caat sbaivnd vy 86,577 83,963 2,614 311
Other Animal Products (non-edible) ....... 82,054 106,073 24,019 22:64

< AR L R R R et A e U 1,141,175 1,306,506 165,331 12-65

Mixe Probucrs: g

AP AR COBL. J007 sl d b Tan il oo N e et viea 2,308,810 3,218,395 909,585 28-26
Bt i oA oY "1 L 5 e ov i e Sy A ety 8,918,681 11,656,145 2,787,464 = 28-49
Sub-Bituminons Coal .. ... 000 L diveiivges e 1,238,632 1,293,059 54,427 421
R InEe 0T 0 SaT o marsts S i debinls D atens s 593,040 518,153 74,887 14-45
BloR e BT ew 20 e e e e S ] 797,968 976,450 178,482  18-28
Iron Ores and Concentrates ... ,............ 1,275,273 785,034 490,239  62-45
Copper Ore and Concentrates .............. 248,205 188,813 59,392 - 31-46
Other Ores and Concentrates .............. 2,359,510 2,248,705 110,805 4-93
Base Bullion, Matte, Pig and Ingot (non-

EeTTougr Mebals) ’ L rud b o bdi L omviais i i 556,352 684,538 128,186 1873
Sand andiGramel 20l s i s il 2,163,794 2.151,189 12,605 +59
Stone (crushed, ground, broken) .......... 2,361,081 2,638,687 277,606  10-52
Slate, Dimension or Block Stone .......... 139,120 146,925 7,805 5-31
T Tl N P 1 A e TR e R o 775,857 429,179 346.678 80-78
Asphalt (natural, by- product petroleum) Can 353,924 353,448 476 -13
5L e R A S T A o R R 438,754 489,000 50,246  10-28
Other Mine Products (not fully processed) .. 1,892,538 2,203,341 310,803  14-11

< R I e LR o sl A
26,421,539 29,981,061 3,569,522 11-87

ForesT ProbUCTS:

Toops Posts: ' Palbl, “Pilingl 400 051 een oo, 13 641,144 875,559 234,415 26717
Cordwood and Other Firewood ............ 274,551 359,223 84,672  23-57
R S L TR 0 d Al AR op i e B s v 49434 52.209 2,775 5:32
e e o e RISl ORI 4, 649,091 6,667,578 2,008,487 30-12
Lumber, Timber, Box, Crate and Cooperage 7

EATPRIBR AR L Aot B S was S Ee e Sle - 4,061,996 4,770,041 708,045  1}4-84
Plywood (included in Lumber, etec., in 1948) 69,364 — 69,364 -
Othier Forest ‘Products i vicvsveessissigiae 316,918 319,769 2,851 -89

Total ' iad% T et VSt s WA S m g W o v 10,072,498 13,044,379 2,971,881 22-78

Carried Forward ....v....ooeee... 51,525,781 57,589,124 6,063,343
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REVENUE TONNAGE BY COMMODITIES (Continued)

Year Year Increase or
*1949 1948 Decrease
Tons Tons Tons Per cent
Broughl FOPWATA L sorin o oaite s o4 alaty 51,525,781 57,589,124 6,063,343
MANUFACTURES AND MISCELLANEOUS:
Elasoleme ol R o s e W el R d L T e e 1,998,091 1,906,372 91,719 4-81
Petroleum Oils and Petroleum Products
(except asphalt and gasolene) ......... 1,554,394 1,767,020 212,626 12-03
Stigar o Sl o R S S 360,599 368,478 7,879 2-1}
From: Pigand - Bloome st S 1l i d e i ekl 454,026 416.421 37,605 9-03
Rails and Pastenings: = . 5 15 wnls s oy v ¢ 66,193 55,063 11,1300  20-21
Iron and Steel (bar, sheet, structural, pipe).. 1,722,369 2,061,373 339,004  16-45
Castings, Machinery and Boilers ........... 300,152 358,766 58,614 16-34
S amen Ty R e e . o b e IO 1,055,321 882,285 173,036  19-61
Brick and Artificial Stone ....:. ... 338,701 381,683 42,982  11-26
Taimerand. Plagtor, L ot S0 s ML ke Bt i 519,650 514.624 5.026 -98
Sewer Pipe and Drain Tile ... o0 vesneensn, 53.905 63.823 9,918 15:5)
Agricultural Implements and Vehicles other ¥
T B B L7 o ey e e R R i S R 393.310 390,382 2,928 75
Automobiles, Auto Trucks and Auto Parts.. 1,925,530 1,830,767 94.763 5-18
Household Goods and Settlers Effects ...... 17,392 22,160 4,768 - 21-52
Furniture 54,604 56.693 2,189 3-86
Beverages 368,129 444.703 76,575 17-22
Fertilizers, @l Kinds' J.i. & 5. oo sieiasis iams o 1,122,363 1,161,272 38,909 3:35
o B, 1o 0 ) il 1< O DL PNl SEE S50 i 1,931,918 1.959.861 27,943 1-43
QTR Paper il o i A O iR s e oih s Bl et s 356,079 440,246 84,167  19-12
Paper Board, Pulpboard and Wallboard
CDRBET ) 45 o 5 e AR S o R L oty 513,564 638,293 124,729  19-54
TR eate oy T o o B L st W s M R N e L 974,793 1,339,588 364,795 27-23
Fish (resh, frozen, cured, ete.) ............ 109,723 121,174 11,451 9-45
Canned Goods (all canned food products).... 592,620 677,318 84,698 . 12-50
Other Manufactures amd Miscellaneous. .. ... 6,453,670 7,441,382 987,212, 1887
Merchandise (all L.C.L. Freight) .......... 2.083,193 2,351,867 268,674  11-42
4 i B T T MR PR T R e 25,320,189 27,651,614 2,831,425 843
Grand Rotal s e m i s e R R ST 76,845,970 85,240,738 8,394,768 9-85

*Includes Newfoundland District.

OPERATED MILEAGE, 31st. DECEMBER, 1949
OPERATED R0AD MILEAGE: ; ]
Territory Owned Leased Trackage Total _‘
Atlantic~Region: A oo oidsdoia s o *3.691-30 6-41 82-95 3,780-66 :
CeptraltRegiom: . s s ey e s 7.133-71 347-91 27-86 7.509-48 . 1
VeRtarn: REGIORIS (W iies R S s e e 11,339-44 34-84 92-54 11.466-82 7
Grand Trunk Western Lines ............ 901-68 9-50 59-75 970-93 %
Central Vermont Lines ................ 237-92 125-18 58-73 421-83 i
Total First Main Track ........... 23,304-05 523-84 321-83 24,149-72
Taines SN amBgar e S a5 - alusia S a0 aessiwsas 21,949-02 216-79 198-96 22,364-77
Lines in United States ... . /. oiisiv.e 1.355-03 - 307-05 122-87 1,784-95 |
*Includes Newfoundland District 705-13 miles.
lOPERATED MILEAGE ALL TRACKS:
First Main: TBaek  f ol iaisg oS ansissre 23.304-05 523-84 321-83 24,149-72
Second Maimn  Prackss e tnl s b5 s 1,219-52 9-34 85-42 1,314-28
Third Main Track CF e S« 4 SOROES0S 2795 — 3-49 31-44
Fourth and Other Main Tracks ........ 10-78 5-09 15-87
Spurs, Sidings and Yard Tracks ........ 6,047-83 169-88 1,216-57 7.434-28
Total ‘All 'Tracke S L ihe et 8 *30,610-13 703-06 1,632-40  32,945-59

*Includes Newfoundland District First Main Track 705-13 miles; Spurs, Sidings, etc., 65-22
miles.
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DISBURSEMENT OF TOTAL OPERATING REVENUES AND EXPENSES

Operating revenues were Operating expenses were
disbursed :— disbursed :—
! 1949-% 1948-9, 1949-% 1948-9
L b i e R A e s 56.82 SR (2 13 59.46 60.41
L e At S AR KU G e 11.00 11.65 11.51 12.32
Dther Txpenees s . 300 s e ats 27.74 25.80 29.03 2T 2T
Total Operating Expenses. . 95.56 94 .60 100.00 100.00
Available for Taxes and Other ¢
ACEOUNEE e s e ate e 4.44 5.40
455 7 (R AT S e 1 SRRSOt 100.00 100.00 100.00 100.00
Maintenance of Wiay Accounts .. 17.66 17.561 18.48 18.51
Maintenance of Equipment
ABEORRLE - R A L R NS 21.35 20.01 22:35 21.186
Braffic ‘Adeotmts’ oS0 080 1.82 1.78 1.90 1.88
Transportation Accounts ....... 49.07 49.94 51.35 52:79
Miscellaneous Accounts ......... 1,16 1.06 1.20 1.12
General Accounts ............... 451 4.30 e i 4.54
. Total Operating Expenses. . 95.56 94.60 100.00 100.00

EMPLOYEES AND THEIR COMPENSATION

*Average Number *Total Payroll Average Per Employee
of Employees
R A R e S PR T 78,129 $122,354,101 $1,566
3T 8 SR SRR ok R el 111,072 305,397,747 2,750
1949 - 2iv. .. T A P 111,806 311,041,852 2,782

*Includes railway, express and telegraph employees. Excludes hotel and subsidiary company
employees.

The CuamrMAN: Shall the report carry?

Carried. .

Now, the “Budget Items”.

Mr. KxicHT: Before you go on to the budget items, there is a gentleman
here who is assideous in asking questions concerning the Newfoundland
Railway. He was asked yesterday to put them in writing. When will the
answers to those questions be supplied?

The CuARMAN: Perhaps that time has arrived now. I had hoped that we
would get into the first budget item. Perhaps we should call the first budget item
now.

Mr. Fraser: Oh, Mr. Chairman, I understand that Mr. Fulton was going
to put a motion too.

The CramrMAN: Very well. It was quite apparent yesterday that our
member from Newfoundland had a lot of matters which were important to
Newfoundland and which he wanted to bring to the attention of the Canadian
National management, matters which were not of especial interest to the
rest of Canada, but which were going to take a lot of time of this committee.
Therefore I asked him to put his representations in writing. He has been
kind enough to do that. So, is it now the wish of the committee that these
should be printed in our proceedings?

Mr. Murcu: Together with the answers, when they are obtained.

The CuARMAN: There are no questions contained in this statement.

Mr. Fuuron: No questions?

The CrAaAmRMAN: No questions.

Mr. CartErR: Oh, Mr. Chairman, I am sorry. I have the questions here.
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The CrAIRMAN: Then may I have the questions?

Mr. Carter: I have not passed any statement to the chairman, so I am
wondering just which one he has. I am sorry. I would like to amend that
one.

The CuARMAN: Could we not reach an agreement without taking up the
time of the committee and then we might deal with it at the close of our
meeting this afternoon.

I have here a letter from Mr. Fulton. He has been kind enough to put
in writing his requests, and his letter reads:

The following is the information I should like to obtain in Com-
mittee regarding the mineral rights of the C.N.R. referred to in the
Annual Report under consideration. i

(1) The name of the company, companies or persons with whom the
rental and royalty arrangements have been made, and the acreage
under contract with each.

(2) The annual or other periodic rental provided for under each contract.

(3) The rate of royalty or other conmderatlon provided for under each
contract.

(4) The length of time allowed to each company or person u'n‘der each
contract, before active exploration work is to be commenced.

(5) The length of time within which actual development must be under-
taken after the property has been proved.

(6) Whether any rights have been sold outright, and the companies or
persons to whom they were so sold, and the purchase price paid.

A

P T

.
i
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I suggest that that letter should, of course, be printed in our Minutes.
When I received in writing Mr. Fulton’s request, I promised that I would table
it so that all the members of the committee would know its contents and would
have time to think the matter over. That is the way it stands.

Mr. Fraser: Are we not going to have the answers to those questions?

Mr. Furron: I understood from the chairman that my request would be
drawn to the attention of the minister and the president of the railway,
and that they would consider whether they were willing to reply, and would
advise us accordingly.

Hon. Mr. Cuevrier: I think we should hear from the president of the
railway.

The CHAIRMAN: If Mr. Gordon is ready, we will hear from him now.

Mr. GorpoN: Mr. Chairman, I have given this considerable thought and
I am of the opinion that it is wrong in prineciple that the Canadian National
Railways should be asked to make public the particulars of business contracts
entered into with other parties. If this is done, I am sure it will affect adversely
the Canadian National Railway’s ability to obtain market bids or quotations
on business transactions. In the case under discussion, tenders were called
and interested partles were glven equal opportunity to bid. The successful
tenderer should not, in my opinion, have this business deal made public through
this committee.

I would further like to point out that our chief competitor in this general
railway field would not be obliged to disclose such information.

Mr. Fraser: Would not the Canadian National’s competitor be quite willing,
if they had a deal of this same kind, to give the name of the company they
were dealing with?

Mr. Gorpon: I cannot speak for them.

Mr. Fraser: How about the Canadian National? Would it object to
giving the name of the company?
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Mr. Goroon: I do not think there is any objection to telling the committee
- the name of the company. I am sure that would be a matter of general knowl-
edge and it would be known. So, if that information would be of help, I will
be quite willing to give it.

Mr. Fraser: That is one thing we might have.

Mr. James: What possible advantage would it be?

Mr. Goroon: I would question it.

Mr. MurcH: The very moment that company begins to spend $1, it becomes
a firm contract and there would be no objection to the name being given. That
is an altogether different matter from disclosing the details of the management.

Mr. Fuuron: I will be very glad to have the name, but I must confess that
I cannot concur as to the objection on the other points for this reason: This
is public property; I mean that mineral rights are in the nature of public
property owned by a publicly owned corporation, rights which have been, so we
understand, alienated to private companies, whose names, I understand, there
is no objection to revealing. It does seem to me that that is public business.

In the first place, it is business which, when one considers that the public
of Canada are the shareholders of this railway, they are entitled to know. And
in addition, I think they are entitled to know what is the anticipated revenue
that your company is going to receive from these sales, and they cannot know
it until they know what the rates will be.

Mr. Gorpon: That will appear in our reports from year to year.
Mr. Fuvuron: The reports will show what you actually received.

Mr. Gorbon: Next year the report will show the actual amount we received
on this particular lease.

Mr. Furron: But it will not show under what arrangement it was made.

Mr. Gorpon: I do not think we should be asked to give particulars of the
actual deal. I am genuinely sorry, because it is my whole disposition to inform
this committee about everything within reason. But I conceive it to be my
duty to face the committee and to tell them what, in my opinion, would be to
the advantage or to the disadvantage of the Canadian National Railways, and
I believe if we disclosed these details it would work to the disadvantage of the
railways and would, in the future, prejudice us in getting the market bids
and quotes, as I said before, that we might expect. Therefore it might cost us
money; it might cost us more money and, in turn, cost the taxpayers of this
country more money. Consequently, I feel it my duty to call the attention
of the committee to my opinion; and I would like to say, very definitely, that
I would be very sorry if anyone had any thought that there was anything about
this particular deal that we, in any way, were ashamed of or needed to defend.
It was a perfectly good transaction and was done by open tender. I am quite
satisfied that we are getting a good price, and that everything about the
transaction was perfectly correct. Now, having said that, I am in your hands.

Mr. Furron: 1 cannot elaborate on your feelings. I appreciate it that
they are your considered opinion. But after giving this matter full considera-
tion, I can say with equal frankness to yourself, and with respect, that I do
disagree with your opinion and for this reason: that this is not, according to the
statement which was made yesterday, a continuing transaction. The information
we got yesterday was that these oil rights have now all been disposed of. If it
were a continuing transaction, and if it were a matter of trying to obtain com-
petitive bids so as to receive the highest bids, then I would agree with you that
it would not be advantageous to disclose the particulars, and that it would have
a bad effect. But we understand that that is not the situation, and that all these
things have now been disposed of.
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Mr. Gorpox: My point is that it is a continuing type of transaction. It may>

be that this particular transaction cleans up this item, but we are receiving bids
and tenders all the time in connection with railway property. It is that type
of transaction that I refer to.

Mr. Furron: But there, Mr. Chairman, if that principle were to be followed,
the implication of what Mr. Gordon says is that we would never be entitled,
as of right, to learn what the company disposed of those assets for. I cannot
accept that as a statement. It seems to me that the necessary implications are,
and I conceive it as very proper, that the details of a continuing transaction
should not be disclosed until they are completed. But once they are completed,
my position is that we, as members of parliament and the people of Canada are
entitled to the fullest disclosure of that information, not the details of nego-
tiation, but the details of the results of the negotiations.

And I say that for another reason. Let me give you an example. At the
present time we are considering a deficit of the company, and we are about to
consider the budget which will forecast the future expenditures. Questions have
been raised as to the modernization of equipment and the cost of that
modernization. :

Speaking for myself—and I believe T could name many other members of
the committee who would be in the same position—I would be interested to know
whether the company is going to receive substantial revenue or potentially
substantial revenue and to know the length of time which might transpire before
this revenue was likely to occur, as is covered in questions No. (4) and (5). To
my mind, that has a distinct bearing on the business of the company and I
cannot see how it would be of any competitive advantage to the Canadian
Pacific Railway.

I understand that the Alberta government discloses the details of contracts
it has made when it puts up mineral rights for bid, and that does not seem to
prejudice the Alberta government in subsequent negotiations. Therefore, I
cannot see why there is any reason why the Canadian National should not
disclose this information.

Hon. Mr. CHEvRIER: I agree fully with your general statement, Mr. Fulton,
that this committee is entitled to the fullest possible disclosure having regard
to all the circumstances, and I think it has been the practice of the officers of
the Canadian National Railway to give all the information which they possibly
could. In fact, one member in the House the other day got up and said that he
got more information from the Canadian National Railways than he expected.
to get. There is no intention to withhold any information but I think the practice
of the committee when we come to a matter of this kind and particularly to
matters affecting salaries and the like, has been to accept the opinion of the
. officer giving the evidence. ,

I am not-familiar with the details of this matter. I do not know whether
they should be disclosed or not. But when the President of the Canadian
National Railways thinks that, in his opinion, it would be dangerous to do so in
principle and that it might give to the competitor of the Canadian National
Railways information which they should not have, then I am prepared to
support him.

My. FuLton: Might I suggest, if Mr. Gordon concurs with me, that I discuss
this matter with him, preserving my right to ask publicly for information at a
later date?

Mr. Goroon: I would be quite willing to do that. I am very anxious to
make clear again that we are not concealing anything. We have mothing to
conceal here. If there is a procedure in this committee, and I confess I am new
here, whereby we could depend upon it that an item of this kind could be given
off the record and it does not become publicized, I would have no objection.

i
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But there is my difficulty. If it is in order, Mr. Chairman, I would welcome
an opportunity to discuss this with Mr. Fulton, but I do not know whether that
is satisfactory to the other members of the committee. ‘

Mr. MurcH: First, with respect to Mr. Gordon’s last suggestion: the
committee has no power to restrict him in his capacity as president of the
Canadian National Railways to give his confidence to anyone. No person in
this committee, I am quite sure, as an individual, will be denied information upon
his responsibility. I do not think that this is particularly a committee matter.
With respect to the general question, if I may, and the advisability of giving
the information, our authority on that is, of course, the president of the road.
With respect to Mr. Fulton’s general proposition, I think that we have to take
the position of submitting to him because I am of the opinion that as soon as
this contract shows in the balance sheet either as a profitable venture or otherwise,
it is public information. But at the moment, there being no item carrying it,
I for one, would not be prepared to press it. But, on the other hand, the prineiple
is well established in this committee, and in my opinion rightly established, that
with respect to administrative details, the committee has placed itself in the
hands of the president of the road and his advisers. In other words, we entrusted
him with the management and must either rely on him, or replace him.

The committee adjourned until 4.00 o’clock p.m.

AFTERNOON SESSION

—The committee resumed at 4 p.m.

The CuarmMaN: We have a quorum, gentlemen.

Mr. McLure: At an earlier session Mr. Gordon issued a challenge to me
and as one Scotsman to another I have no right to lie down under that
challenge; therefore, I am presenting the unsolicited proof that I was correct.
These telegrams, and I have quite a bunch of them, were received this morning,
and I did not know I had received them until I arrived in my room. I only
intend to read one or two. This particular telegram is dated March 29,
12:12 p.m. and it is from Kensington, Prince Edward Island, and reads as
follows:

Mr. Donald Gordon should take you to lunch stop We are and
have been unable secure enough refrigerator cars in March stop
Yesterday we asked C.N.R. Charlottetown for sixteen reefer car