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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referring certain estimates to the Committee of Supply, be rescinded insofar as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.
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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.

58808—3
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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
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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



50 SESSIONAL COMMITTEE

. 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.
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. 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
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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
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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}



84 SESSIONAL COMMITTEE

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.”




RAILWAYS AND SHIPPING 85

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,
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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?