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ORDERS OF REFERENCE

House orF CoMMONS,
FripAy, November 22, 1940.

Ordered,—That the Standing Committee on Railways and Shipping owned,
operated and controlled by the Government, be empowered to examine and inquire

into all such matters and things as may be referred to them by the House;:

and to report from time to time their observations and opinions thereon, with
power to send for persons, papers and records.

Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

THURSDAY, March 27th, 1941.

Resolved,—That Standing Order 63 of the House of Commons relating to
the appointment of Standing Committees of the House, be amended by adding
to the Standing Committees of the House for the present session a Standin
Committee on Railways and Shipping owned, operated and controlled by the
Government, to which will be referred accounts and estimates and bills relating
thereto of the Canadian National Railways, the Canadian National (West
Indies) Steamships, and Trans-Canada Air Lines for the present session, for
consideration and report to the House; provided however that nothing in the
resolution shall be construed to curtail in any way the full right of discussion
in Committee of Supply; and that the said Committee consist of: Messrs.
Bercoviteh, Black (Cumberland), Bradette, Diefenbaker, Donnelly, Dubue,
Emmerson, Ferland, Gray, Hansell, Hanson (Skeena), Harris (Danforth),
Howden, Howe, Lockhart, MacInnis, McCulloch, Maybank, Parent, Pouliot,
Ross (Muiddlesex East), Sanderson, Sissons,

Attest.
ARTHUR BEAUCHESNE,
Clerk of the House..

Monpay, May 5, 1941.

Ordered,—That the names of Messrs. Jackman, Hazen, Shaw and Nicholson
be substituted for the names of Messrs. Black (Cumberland), Diefenbaker,

Hansell and MacInnis on the said Committee.
Attest. —
: ARTHUR BEAUCHESNE,

Clerk of the House.
27205—13

s



iv STANDING COMMITTEE

Tuespay, May 6, 1941.

Ordered—That the following Reports and Estimates be referred to the said
Committee:—

Financial Budget of the Canadian National Railways and Canadian
National Steamships for the calendar year 1941;

Annual Report of the Canadian National Railways System, for the year
ended December 31, 1940;

Annual Report of the Canadian National (West Indies) Steamships Limited,
for the year ended December 31, 1940;

Report of the firm of George A. Touche and Company, Auditors of the
Accounts of the Canadian National Railways System for the year ended
December 31, 1940;

Vote No. 403—Maritime Freight Rates Act
Eastern Lines;

Vote No. 404—Maritime Freight Rates Act—Railways other than Canadian
National Railways;

Canadian National Railways

Vote No. 416—Canadian National (West Indies) Steamships, Ltd.—Capital
—Advances;
Vote No. 417—Prince Edward Island Car Ferry and Terminals Deficit 1941.
Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

Turspay, May 20, 1941.

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

- day, 500 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.
5 Ordered—That the said Committee be empowered to sit while the House is
sitting.

Ordered—That the quorum of the said Committee be reduced from 12
members to 8 members.

Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

REPORTS TO THE HOUSE

Turspay, May 20, 1941.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government, begs leave to present the following as a
‘ FIRST REPORT
~ Your Committee recommends:—
1. That it be empowered to print, from day to day, 500 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;

2. That it be empowered to sit while the House is sitting;

3. That the quorum of the Committee be reduced from 12 members to
8 members.

All of which is respectfully submitted.

J. P. HOWDEN,
Chairman.
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MINUTES OF PROCEEDINGS

Tuespay, May 20, 1941.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 11 o’clock a.m.

Members present: Messrs. Bercovitch, Donnelly, Emmerson, Hanson
(Skeena), Hazen, Howden, Jackman, Lockhart, McCulloch, Nicholson, Pouliot,
Ross (Middlesex East), Sanderson, Shaw, Sissons.

The Clerk of the Committee read the Orders of Reference and invited nomi-
nations for Chairman.

Mr. McCulloch moved, seconded by Mr. Hanson (Skeena), that Mr. J. P.
Howden be elected Chairman.

And the question being put on the said motion, it was agreed to.

And the Clerk of the Committee having declared Mr. J. P. Howden duly
elected, he took the Chair. He thanked the members for the honour they had
conferred again upon him and the Committee proceeded forthwith with its

deliberations.
On motion of Mr. Donnelly, it was

Resolved—That the Committee ask leave to print, from day to day,
500 copies in English and 200 copies in French of its minutes of pro-

ceedings and evidence, and that Standing Order 64 be suspended in
relation thereto.

On motion of Mr. Donnelly, it was
Resolved —That the Committee ask leave to reduce its quorum from
12 members to 8 members.
On motion of Mr. Donnelly, it was
Resolved —That the Committee ask leave to sit while House is
sitting.
On motion of Mr. Jackman, it was

Resolved —That the Committee should

commence its morning
sittings at 10.30 a.m.

Hon. P. J. A. Cardin, the Minister, and the followin
Department of Transport were in attendance:

Mr. C. P. Edwards, Deputy Minister:

Mr. G. W. Yates, Assistant Deputy Minister;
Mr. F. M. Maclennan, Chief Treasury-Officer;
Mr. J. A. Wilson, Director of Air Services.

¢ officials of the

v



vi STANDING COMMITTEE

The President and general officers of the Canadian National Railways
System, the Trans-Canada Air Lines and the Canadian National (West Indies)
Steamships, Limited, were also in attendance viz:— ;

Mr. 8. J. Hungerford, Chairman of the Board of Directors and President,
Canadian National Railways System;

Mr. R. C. Vaughan, Vice-President, Canadian National Railways System;

Mr. T. H. Cooper, Comptroller, Canadian National Railways System;

Mr. W. M. Armstrong, Assistant Chief, Bureau of Research and Develop-
ment, Canadian National Railways System;

Mr. D. B. Colyer, Vice-President, Trans-Canada Air Lines;

Mr. W. F. English, Assistant to Vice-President, Trans-Canada Air Lines;

Mr. R. B. Teakle, General Manager, Trans-Canada Air Lines;

Mr. W. S. Thompson, Director of Publicity, Canadian National Railways
System and Trans-Canada Air Lines.

Mr. O. A. Matthews represented George ‘A. Touche & Co., auditors.

At the request of the Chairman, Mr. Hungerford introduced the officials
p}ll'esent and explained to the Committee the respective function of each of
them.

The Committee then considered the Annual Report of Canadian National
(West Indies) Steamships, Limited, for the year ended 31st December 1940.

_ The report was read by Mr. W. M. Armstrong and during the discussion
which followed he was assisted by Messrs. R. C. Vaughan, R. B. Teakle and
T. H. Cooper.

_In this same connection the Committee considered Vote No. 416 of the
Estimates for the Fiscal Year ending March 31, 1942—Canadian National
(West Indies) Steamships, Limited. Capital—Advances, $20,000.

On motion of Mr. Hanson (Skeena), the Annual Report and Vote No. 416
were adopted.

The Committee thereafter took into consideration the Annual Report
of Trans-Canada Air Lines for the vear ended 31st December 1940.

Mr. D. B. Colyer read the report and during the discussion which followed
was assisted by Messrs. W. F. English and T. H. Cooper. At the time of
adjournment the report was still under study.

It was ordered that Mr. Geo Herring, Director of Trans-Canada Air Lines
and Chief Superintendent of Air and Land Mail Services, Post Office Depart-
ment, and Mr. P. T. Coolican, Assistant Deputy Postmaster-General be asked

to attend the next sitting to give certain information before the Committee con-
cerning Air Mail services.

At 1 o'clock p.m., on motion of Mr. Donnelly, the Committee adjourned
to meet again at 4 o'clock p.m. this day.

The Committee met again at 4 o’clock p.m. Mr. P. J. Howden, the Chairman,
presided.

Members present: Messrs. Bercovitch, Donnelly, Emmerson, Gray, Hanson
(Skeena), Hazen, Howden, Howe, Jackman, McCulloch, Maybank, Nicholson,
Pouliot, Ross (Middlesex East), Sanderson, Shaw, Sissons.

“ In attendance: In addition to those mentioned at the morning sitting, Mr.
o T. Coolican, Assistant Deputy Postmaster General; and Mr. Geo. Herring,
uperintendent of Air and Land Services, Post Office Department.



RAILWAYS AND SHIPPING vii

The Committee resumed consideration of the Annual Report of Trans-
Canada Air Lines.

i Messrs. Coolican and Herring supplied the Committee with certain data
concerning Air mail services and on the completion of their evidence the
Chairman expressed the gratitude of the Committee for their valuable help.

Further discussion took place, Messrs. D. B. Colyer, W. F. English and
T. H. Cooper answering most of the questions.

On motion of Mr. Donnelly, the Annual Report of Trans-Canada Air v
Lines was adopted.

The Committee then passed to the consideration of the Annual Report of
the Canadian National Railways System for the year ended 31st December 1940.

Mr. S. J. Hungerford, Chairman of the Board of Directors and President,
read a statement to the Committee, as supplementing the Annual Report.

Mr. D. M. Armstrong, Assistant Chief, Bureau of Research and Develop-
ment, Canadian National Railways System, followed by commencing to read

the Annuédl Report. At the hour of adjournment Mr. Armstrong was still dealing
with the Report.

At 5.55 o’clock p.m., on motion of Mr. McCulloch, the Committee adjourn-
ed to meet again at 8.30 o’clock p.m. this day.

The Committee met again at 8.30 o’clock pm. Mr. P. J. Howden, the
Chairman, presiding. .

Members present: Messrs. Donnelly, Emmerson, Gray, Hanson (Skeena),
Hazen, Howden, Jackman, McCulloch, Maybank, Nicholson, Parent, Pouliot,
Ross (Mziddlesex East), Sanderson, Shaw, Sissons.

In attendance: The same officials named as attending during the proceedings
of the morning sitting.

The Committee resumed consideration of the Annual Report of the Cana-
dian National Railways System.

. Mr. Armstrong continued the presentation and he was joined in the general
discussion by Mr. 8. J. Hungerford, Mr. Vaughan and Mr. Cooper. At the hour
of adjournment the Report was still under study.

At 10.20 o’clock p.m., on motion of Mr. Jackman, the Committee adjourned
to meet again on Wednesday, May 21st., at 10.30 a.m.

ANTOINE CHASSE
Clerk of the Committee.
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MINUTES OF EVIDENCE

House or Commons, Room 277,
May 20, 1941.

The Standing Committee on Railways and Shipping met at 11 am. The
Chairman, Mr. J. P. Howden, presided.

The CuaRMAN: Gentlemen, if you will come to order we will proceed.
I think, owing to the fact that we are pretty well on in the session and we
have a good deal to cover, we will dispense with any preliminary remarks

this morning. If anybody here has a motion to present it would be in order
to receive 1t now.

Mr. DoNxNELLY: In order to expedite matters and so that we will have
no trouble in getting a quorum probably it would be well to have a motion

asking that the quorum be reduced from twelve to eight.
that the quorum be reduced from twelve to eight.

Mr. McCurrocu: I second it.

I therefore move

Motion agreed to.

Mr. DonNeLLY: I would also move, Mr. Chairman, that the committee be
empowered to print from day to day 500 copies in English and 200 copies in
French of the minutes and proceedings.

Mr. EMMERSON: I second it.

Motion agreed to.

Mr. DoxNELLY: Mr. Chairman, as we are getting on to the end of the
session and as we may have difficulty in finding time to carry on the work we
have to do I think it would be well if we had a motion authorizing the committee
to sit when the house is in session. Therefore I make that motion.

Mr. Hanson: I second the motion.

Motion agreed to.

Mr. JackMaN: I hope that you will not let it conflict too much with the
sittings of the house. Tt might be better if we started at 10 o’clock and have
a full morning rather than take too long a time in the afternoon.

The CuAmrMAN: I think perhaps it is up to the members to decide. The
officials are all here and have been here for some time. Is that merely a
suggestion, Mr. Jackman, or do you want to make it in the form of a motion?

Mr. Bercovitcu: I think 11 o’clock is early enough.

Mr. LockHART: There are a number of committees sitting. 1 think the
suggestion is very good. You have cut down the quorum now., There are
some members of this committee on other committees, and therefore it seems

to me some consideration at least should be given to the suggestion, by the
chairman himself, in calling the meetings.

The CuAIRMAN: I do not think you ea@n leave it to the chairman. I think

it is.a recognized principle to call these meetings at 11 o’clock. If it is the

desire of this committee to meet at 10 o’clock someone will have to make a
motion to that effect.
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Mr. JackmaN: Suppose we split the difference. I would move an amend-
ment that the committee sit at 10.30 rather than 11 o’clock.

Mr. NicuoLson: I second it.
Motion agreed to.

The CuamrMAN: Now, gentlemen, before we proceed with the deliberations
of the committee I think probably it would be desirable for the president of
the Canadian National Railways system to present his assistant officials here
so that we might have some idea of the name of the gentleman who may be
speaking from time to time. It will only take a short time, and I will now ask
Mr. Hungerford to introduce the gentlemen.

(Mr. Hungerford introduces officials of the Canadian National Rail-
ways to the meeting.)

Mr. Huneerrorp: Mr. Chairman, we have really three reports before us,
that of the Canadian National Railways, the Canadian National (West Indies)
Steamships, Limited, and the Trans-Canada Air Lines. It would be a matter
of convenience to the officers if in this instance we could deal with the steam-
ship or air lines first.

The CuamMman: Is there any discussion on the matter or shall we adopt
that procedure, gentlemen? The suggestion is made in order to expedite the

work of the committee and for the convenience of the officials of the railway. -

If there is no objection then we will proceed with the consideration of the
annual report of the Canadian National Steamship Lines Limited. Tt is
customary to have it read. Would you like to have it read as usual? That is
really the quickest way to deal with it.

MR, ARMSTRONG:

ANNUAL REPORT
MonTRrEAL, 19th March, 1941.

The Honourable P. J. A. CARDIN, K.C., M.P.,
Minister of Transport,
Ottawa.

Sir, ¥

On behalf of the Directors, I beg to submit the Annual Report of Canadian

]i\;igonal (West Indies) Steamships, Limited, for the year ended 31st December,

It is pleasing to be able to report that the company again had a satisfactory
year. notwithstanding the difficulties of operating under wartime conditions.
The comparative operating results are .as follows:
1940 1939 Increase Per Cent
Operating revenues.. $5,750,341 42 $4,642 306 28 $1,108,035 14 2387

Operating expenses.. 4,545,306 51 4,018,446 85 526,859 66  13-11

Operating profit. . . . $1,205034 91 § 623859 43 $ 581,175 48

~ Operating revenues increased during the year $1,108,035. Freight revenue
mcreaseq $1,550,703; passenger revenue decreased $502,449; miscellaneous
revenue increased $59,781. There was a substantial increase in both export and

import tonnage, which is reflected in the inerease in freight revenue. Passenger
Tévenue continued to be adversely affected by the war. ’
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Operating expenses increased $526,860, brought about by the increased
costs of operating under war conditions and the additional tonnage handled.
The increased expense was 13-11 per cent as compared with an increase of
23-87 per cent in revenue.

After providing for bond interest, but before depreciation and interest on
Government advances, there was available $666,101.57, which will be paid to the
Government as interest on advances (current and arrears). The corresponding
figure in 1939 was $153,859.43.

The vessels of the fleet were operated during the year without serious
casualty and have been maintained in a high state of efficiency.

The Directors again take the opportunity of expressing their appreciation
of the loyal and efficient services rendered by the company’s officers and
employees, particularly under the stress of wartime conditions.

For the Directors,

S. J. HUNGERFORD,
President.

The CaamMman: Is there any discussion?

Mr. Lockuarr: Have any steamships been taken from the company? Has
the use of any of these steamships been taken from the company and used
specially for war purposes?

Mr. VaucHAN: I do not know how much of this ought to go on the record,
because our boats, so far as movements are concerned, are governed by instrue-
tions from the admiralty. One boat has been taken. I do not think it is
desirable to place this on the record, but one boat has been requisitioned by the
British admiralty.

Mzr. LockHART: Just one?

Mr. VauGHAN: Just one so far.

The CuairmaN: I think it would be well to remember the suggestion that
has been thrown out. The operation of these lines is subject to the admiralty
and possibly it would be as well if some facts were not asked for.

Mr. LockHART: Not to be asked for?
The CuamrmaN: Not to be answered, if you like.

Mr. LockrART: The suggestion is quite in order, but T do not agree with the
suggestion that these questions should not be asked. You mention an amount

: here of $666,101.57, which will be paid to the government as interest on advances

(current and arrears). What is the total amount of arrears outstanding prior
to the presentation of the report?

Mr. Cooper: -On December 31, 1940, the total interest arrears amounted
to $1,870,726. That is shown on the balance sheet on page 7.

The Crammax: We will go through the balance sheet, of course.

Mr. LocknART: What amount has been paid on the arrears of $666,000, etc.?

Mr. Coorer: $1,870,000 owing is after paying $666,000.

The CrAmRMAN: Shall we proceed? Do you want to go through the balance
sheet? Shall we have it read? It has been usual in the past to have it read.

Mr. Haxson: I think it is a good thing to have it in the record.

Mr. ArMSTRONG: Pages 6 and 7 are the consolidated balance sheet as of
December 31, 1940. Shall we read these items?

The CuamMAN: I think you might as well.
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CONSOLIDATED
» A1 DECEMBER

lgv‘e'stments -

ORI LB e N O . R e $ 10,969,329 06
RIentand SHQEIPIEnt ..ot by vass dsasieeioe do va el 8,274 78
“Office Furniture:and. Fixtures ... . oiibisevaniime 18,062 45
y ; y : $ 10,995,666 29
Current Assets: :
: Cash an: Banks: ssizur vy ol dos wbawids ...$1,104,189 50
Special Deposits ............ NP s & 2,821 50

$ 1,107,011 00

. Accounts Receivable ........ccovnnnne bl s i i 399,965 T4
SR Algorits . i Sl e i L 315,261 10
~ Inventories of Stores and Supplies ........ Tt ' 26,384 64
~ Advances to Captains, Crews and Agents ......... i 12,728 29
Amount due from Canadian National Railways
Joint Insurance Fund ........cocceveeeneen 25 5,383 21 ;
“a s $ 1,866,733 98
RS hanranee’ Mund oL it thal i e St Tt L it N v S L 1,948,994 00
_ Discount on Funded Debt ........ AT KR i R 43,838 87
. Discount on Capital Stock ........cccceonnansnn e SR S i 40,000 00

$ 14,895,233 14

a—




RAILWAYS AND SHIPPING

BALANCE SHEET
31st. 1940

LIABILITIES

Capital Stock:
Authorized and issued 400 Shares of $100.00 each ............... By

Funded Debt: j 3
25 Year 5% Dominion of Canada Guaranteed Gold Bonds due in 1955..

Dominion of Canada Account:

Notes Payable Secured by Mortgages on Vessels. ... $ 933,071 83
Advances:

Bapatalls s i aiata er i AR S $ 713,619 23

Working CGapital: ...z 0= Frtmmpiran. 450,000 00

T G SPS A I Ty 5.059,960 94

— $ 6,223,580 17
Interest Accrued Unpaid ..........ccciimvinninn. 1,870,726 20
Current Liabilities:

DY O ANOR. OF CCANBOR oo vt b sk p ol 4 oo e Wante w57 e % 666,101 57
Canadian Government Merchant Marine, Limited 1

(old ‘aecommE) " <o inuntits sin Tiahedhdnie sy v ) 10,543 19
A coounts Payable . s a e asivess s siiaoioinn s s niniiaisn 320,068 44
Interest Matured Unpaid .........ccoviieieiiannn. ~:2.82‘1 5.0
Unmatured Interest Acerued ................c..... 156.666 67
Passage Money paid in Advance ................... 77,771 62
Tasured Tioss URpaid e . oo b e yuesn s mdeine sy 86,947 18

Insurance Reserve
e Tu st O SR o S L R OB T, DT R L L e L e A
Uncompleted Voyages—Suspense
Acerued Depreciation

Profit and Loss—Deficit

CONTINGENT LIABILITY—No contingent reserve
is accrued for pensions. Pension payments are charged
currently to operating expenses.

$ 40,000 00

2,400,000 00

$ 9,027,378 20

1,320,920 17
1,948 994 00
37,233 34
84.917 70
3,719,788 60
10,683,998 87

$ 14,805,233 14

—_—
_—

T. H. COOPER,

CERTIFICATE OF AUDITORS

We have examined the books and records of the Canadian National

Steamships, Limited and Subsidiary Companies for the y

We certify that, in our opinion,
drawn up so as to exhibit a true and co
31st December, 1940 and that the rela
year ended the 31st December, 1940 are correctly stated.
18th March, 1941.

Comptroller.

(West Indies)

ear ended the 31st. December, 1940,

the above Consolidated Balance Sheet is properly
rrect view of the affairs of the Steamships as at the
tive Income and Profit and Loss Accounts for the

GEORGE A. TOUCHE & CO.,
Chartered Accountants.
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Mr. Bercovitca: What is that “special deposits, $2,821.50”?
Mr. Cooper: The amount in the bank to pay bond coupons.
Mr. BercovitcH: They have not been paid?

Mr. Cooper: Not presented; they are overdue. You see them on the opposite
side of the balance sheet as “interest matured unpaid, $2,821.50,” and a cor-
responding amount is in the bank to meet these coupons as and when they are
presented.

Mr. Lockuart: What is meant by the item “agents, $315,261.10"?

Mr. Cooper: Representatives in the various ports such as Halifax, Bermuda
and the islands.

Mr. LockHART: Is it equipment at the ports?

Mr. Coorer: Not equipment, no. We have agents at the different ports and
these are the amounts outstanding in the agency account.

Mr. Bercovirca: The amount the agents have on hand?
Mr. Coorer: Yes, due by the agent to the company.
Mr. Ross: It is much larger than it was in 1939.
{ Mr. Cooper: Bigger business, for one thing.
Mr. JACKMAN: Are these agents employees of the company or independent?

- Mr. Cooper: In some cases they are employees of the company. For
instance, at Halifax; but at most of the islands they are commission agents.

: Mr. JackMAN: There is no credit risk particularly in connection with them?

Mr. Cooper: I do not think so.

¢ Mr. Bercovitcr: That insurance, $1,948,994.00 is made up by salaries of
the employees, contributions by the employees?

g Mr. ArmMsTRONG: No, that is the insurance fund not the pension fund.

B . Mr. Bercovirca: Insurance by whom, the Canadian Steamship Company?

& Mr. ArmsTrONG: It is the insurance fund of the Canadian National.

~ Mr. Cooper: The Canadian National charges itself with premiums for
insurance which go into this fund.

Mr. Ross: They have increased by about $400,000.
Mr. Cooper: We have been paying in more insurance on account of war

asknid

risk.

Mr. Hazen: How many vessels have you valued at $10,000?

Mr. VaueHAN: It is shown on page 10, eleven vessels.

. }?\/Ir. JackmaN: You do not carry special war risk insurance at the present

ime?

Mr. Coorer: We charge ourselves or our operations with war risk insurance

B through our own self insurance fund.

o Mr. DoxneLLy: How much have you raised?

g Mr. Cooper: We charge ourselves at the going war risk rate. It changes
- from quarter to quarter. At the present time I think it is two per cent. -

The CramMAN: Gentlemen, I might suggest it is a little difficult to hear. This

18 a big room and everybody wants to hear, and I would therefore suggest that
Fe you speak louder.

Mr. Jackman: Have you had any claims against that fund because of
' the war?

Mr. Cooper: No, sir, no war risk claims.

, Mr. JackmAN: That accounts, I suppose, for th h ki
= capital position at the present tirr’xe? ppose, for the rather favourable working

|
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Mr. Cooper: Yes, sir. We had no claims for war risk in 1940, which, of
course, was very fortunate.

Mr. Ross: May we hope that 1941 will be as fortunate.

Mr. Hansox: You have had none in 1941 either?

Mr. Coorer: No, not war risk.

Mr. Jackman: I understand you have more working capital than you
actually require unless you have a big claim upon it for replacement or something.

Mr. CoopEr: Yes, I think that is the possibility Mr. Jackman.

Mr. JackmaN: You are not increasing the fleet at all at the present time

and have not since the war? You have no intention of increasing the fleet
Just now?

Mr. Vaveuan: I think it will probably decrease because confidentially
some of our boats are likely to be taken from us.

Mr. JackMAN: Do not answer this question if it is not proper. Are the
railway operating the same lines that they had prior to the war with the
exception—

Mr. VaveHAN: Yes, these are all the routes covered by the Canada-West
Indies agreement. These boats are all operating on regular schedules so far as

we can keep them regular on these routes.
: Mr. JAcRMAN: Are the boats fully occupied with the bottoms pretty well
filled both ways on the old lines?

Mr. VavcHAN: Yes, they are doing pretty well. There is more general
merchandise going from Canada to the West Indies now because the British
trade is shut off to a large extent and traffic likely to be increased rather than
decreased.

Mr, JackmaN: It may be said then that the most effective use possible, in
view of the war emergency, is being made of this fleet at the present time?
Mr. VaveHAN: I think so, undoubtedly.

Mr. Jackman: Mr. Chairman, is there any necessary connection between
the deficit of £5,059,960.94 and the profit and loss deficit of $10,683,998.87?
How does the deficit of five million odd occur? What is the history of that
account?

Mr. Coorer: The deficit of $10,683,000 is made up of acerued depreciation
$3,719,000; interest unpaid due the government $1,870,000, and the actual
cash deficits incurred in operation, $5,059,000, which cash deficits are being
advanced by the government.

Mr. JackMaN: The profit and loss deficit is the accretion from yeaf to

year of the losses sustained by the line. Just what is the nature of th i
of $5,059,960.94? at deficit

Mr, Cooper: That is the amount of the deficit for which we have had to
borrow in cash from the government. To that you must add accrued depreciation
which, so far as we are concerned, is not a cash item; it is a book-keeping
entry, but it is chargeable to the P & L account. It is not borrowed from
the government. In addition you have the interest due the government which
again is not a ca}-sh item. You have the one cash item of five million, the
accrued depreciation, which is a book-keeping item of $3,719,788.60, and the
accrued interest, which is a book-keeping item, of $1,870,726.20. Those
together make up the book deficit.

Mr. Jackman: In other words the five million deficit under “Advances”
goes to make up part of the Profit and Loss deficit?

Mr. Coorer: Yes; it represents the portion of the total deficit which has

been lost in operations and for which we have had to borrow from the govern-
ment, :
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Mr. BercovitcH: So that really your deficit is five million instead of
fourteen million?

Mr. Coorer: The cash deficit, yes, but the book deficit is ten million.

Mr. Bercovitcu: On accrued depreciation did you pay any more this year
than in former years?

Mzr. Cooper: No; we carried on at the regular rate—3 per cent.
Mr. Ross: Depreciation is less in 1940 than it was in 1939?
Mzr. Cooper: On the balance sheet?

Mr. Ross: Yes.

Mr. Cooper: No; in 1939 the depreciation was $3,390,000 and at the end
of 1940 it was $3,719,000.

Mr. Ross: Yes, quite right. It is less in 1940.
Mr. Cooper: No, sir, it is greater.

Mr. Nicuorson: Have you the corresponding item in 1939 for this five
million deficit?

Mr. Coorer: The cash deficit' at the end of 1940 is similar to that at the
end of 1939, because we did not have any deficit in 1940; we had a surplus, and
the surplus we paid over to the government.

Mr. Nicuorgon: The item has not changed.

Mr. Coorer: There has been a refund to the government every year since
1936.

Mr. Ross: As I read the report the accrued depreciation in 1939 was
$3,390,000, and in 1940 it was $3,719,000. I claim it is less in 1940 than in
1939. I may have the figures mixed, but apparently not.

Mr. Coorer: $3,700,000 is greater than $3,300,000.
Mr. Ross: Oh, yes, that is quite right.
Mr. Hazen: For how many years has this deficit been accumulating?

Mr. Coorer: It goes back to the beginning of the service which was in
1929. In the first year it was $862,000. There is a series of red figures up
to the end of 1935; then we began to make operating profits. In 1936 the
_ﬁgure was $87,000; in 1937 it was up $188,000; in 1938 it was $276,000; in 1939
1t was $153,000, and in 1940—$666,000.

Mr. McCuLrocH: It does not take long to clear it off,

Mr. Coorer: The trouble is we have these big arrears of interest which

we have to discharge before we can even think of paying back the advances
for the deficit.

1939%41 Nicrosox: What was the profit and loss deficit as at 31st December,

Mr. Cooper: The book deficit was $10,671,264.

The CraamrMAN: Are there any further questions? If not, will you please
proceed, Mr. Armstrong?

CONSOLIDATED PROFIT AND LOSS ACCOUNT
A1 31st DECEMBER, 1940.

Balance at 31st December, 1939—Deficit................... $10,671,264 89
as per Income Account, year 1940..................... 12,733 98

Balance at 31st December, 1940—Deficit. . ... ............. $10,683,998 87
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CONSOLIDATED INCOME ACCOUNT

Year Year
Operating Revenue: 1940 1939
g st R SO B T NS R $4,854,623 81 $3.303,920 51
LT e e L R S S S P S 565,269 13 1,067,718 55
Baggage, Express and Miscellaneous. ... 85,443 52 66,899 79
o T T RN G o S R T et T et 201,564 96 203,767 43
1 e S R AN R ORI ) AT AP e ni T B
1| N (R B s ot gt ISR S IS, $5,750,341 42 $4,642,306 28
Operating Expenses:
CloRRd WOV REON . v v £ fniait oo s bsie s Sambiach $4,422,651 63 $3,856.918 01
Tty r U pr Erpaame - 0o Dol i TN sl s iiia s Y iRy 15,763 99
Management and Office Salaries........ - 88,974 81 82,933 33
Rent: andlRaes; 5. (000t < ks dhkiys b 9,466 94 9,466 97
Office Supplies and Expenses........... 22,295 03 22,131 19
R T i1 g e R AR Wb PO T R - 3,579 00 32,987 86
Interest and Exchange................ 1,660 90 1,754 50
TR ORI A S AR e A e P S $4,545,306 51 $4,018,446 85
Operating Ratio .............. 79.04% 86.50%
Operating PLofib, i i asiis <o s oo s $1,205,034 91 $ 623,859 43
Interest on Bonds held by Public.......... 470.000 00 470,000 00
Kxchange on. WS, Fonds. . o T e0on it 68,933 34

$ 666,101 57 $ 153,859 43

Other Charges:

Amortization of Discount.............. $ 3,004 44 $ 3,094 44
Interest due Government..... S i 346,661 24 346,365 75
Depreciation on Vessels............... 329,079 87 328,828 73
Net Income—Deficit.....oooouvaeuinnnn § 12,738 98 $ 524,429 49

Mr. Bercovitcu: What is this charter revenue?
Mr. Cooper: That is a boat that was requisitioned.

Mr. Teakre: That was the vessel which was requisitioned by the British
admiralty. -

Mr. Hazen: Is that for a period of years?

Mr. VavecHAN: They took the boat in October. That is from October to
December, 1931.

Myr. Hazen: That figure of $43,440 represents one month?
‘Mr. VaueHAN: It represents about two months and a half, I think.

Mr. Hazenx: What does that come to per vear? Did th e 1
the duration of the war e ' w50 L

Mr. VaveaaN: We expect so.
Mr. Hazen: And they are paying about $20,000 a month?

Mr. VavcHAN: They are paying the usual fee which is paid by the British
government to all vessel owners, which is on a regular basis.

Mr, Hazex: Is that on a tonnage basis?
Mr. VaueuAN: Yes, it is on a tonnage basis: also }
interest, depreciation, administration, and s% on. )t e v
Mr. Ross: In the 1939 report, Mr. Chairman, there are “other 2
S 3 y it B reve:
amounting to $15,000, but there is r,loth’mg ificluded in the 1940 report. Ix;xugﬁe
1940 report the operating revenue was $15397. In 1938 it was $20,000, but

I do not see the item included in the operating revenue of the 1940 report
272052 -
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Mr. Cooper: There has been a little redistribution there, but if you
notice the total revenue shown in the 1940 report for the year 1939 is $4,642 -
306.28. That is the same figure as was reported in 1939. We have taken some
of the accounts which were included in passenger revenue and other revenues
and for better comparison have included in those years baggage, express and
miscellaneous.

Mr. Ross: Yes, 1 see.
Mr. Bercovitcr: What are those subsidies?

Mr. Cooper: They are the payments by the West Indian Islands under the
trade agreement. They amount to forty-five thousand five hundred pounds a
year.

Mr. Bercovircu: Paid by the West Indian government?

Mr. Coorer: Bermuda, Jamaica, the Leeward Islands, the Windward
Islands, Barbados, Trinidad, the Bahamas and British Honduras.

Mr. Pourtor: What is the total staff in Montreal?

Mr. VavgHAN: The total staff in Montreal is 65.

Mr. Pourtor: How many bilingual employees have you, meaning by that
those speaking a language other than English, either Spanish or French?

Mr. VaveuaAN: T could not tell you that.

Mr, Pounior: You know that there are very few who are bilingual on the
staff. T do not know that there is even one.

Mr. VaveHAN: Oh, yes
Mr. Pourtor: If there is one, there are not two.
Mr. Vaveuax: There are a number—

Mr. Pourntor: You know that there are very few. I know that very well.
For many years there were only two who could speak French as well as English,
and only one of them could speak Spanish and write it. You have some trade
with people speaking Spanish?

Mr. Vaveuan: Yes, we have.

Mr. Pourtor: And it is urgent to have somebody who is familiar with
the language.

Mr. Vavcaan: We have those who ean speak well enough to get along.
We never find ourselves under any handicap on aceount of the language. I
think we have more French-Canadians than you have been informed of.

Mr. Pourior: Could you give us precise data regarding that?

Mr. Vavcaan: We will be glad to.

Mr. Pourior: With regard to the Quebec office, who is in charge?
Mr. Vavgaax: Mr. Trueman is in charge.

Mr. TeakLe: We have a young man there named Lonergan who speaks
French.

Mr. Pourior: Yes, but the manager himself does not speak French.
Mr. TeakLe: We do not have any diffieulty there,
Mr. Pourtor: No, but you do not make progress. All the business is

B neglected on that account. It is impossible for one to talk with the manager

except through an interpreter who is a young lad. In Quebee city it is tough.
Mr. Trakrs; I do not quite see the point, because our business in Quebec

has been inereasing.

Mr. Povrior: If you do not see it you are the only one; everybody in the
room sees it.

Mr. Teakre: T happened to be a clerk there myself.
Mr. Pourtor: Have you anyone in Montreal who speaks French?
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Mr. TeaxrLe: I think our assistant freight traffic manager, Mr. Gauthier,
is a PFrench-Canadian, and we also have two other boys who speak French,
Belanger and Pilon.

Mr. Povrior: How old are they?

Mr. Teakre: I suppose they are lads of 23 or 24 years of age. There are
others who can speak French. We have no difficulty there. A good many of
}cl's can read French, but we may be a little nervous about the proper pronuncia-
ion,

Mr. Pourior: Parisian French. We call it Parisian French when it is
no good.

Mr. Teakre: Perhaps it might be of interest to you if I told you that my
oldest son completed his education in Paris and he teaches French in the High
School in Montreal.

Mr. Pourior: I congratulate you.
Mr. ARMSTRONG: Page 10 shows a list of the fleet, as well as the gross and
deadweight tonnages at the end of the year.

FLEET AS AT 31st DECEMBER, 1940

Gross Deadweight
: Tonnage Tonnage

Nty Drake s v dd Casis Soit e B e s n B A b e 7,985 6,370
Lady Hawkins 7,989 6,370
Lady Nelson....... 7,970 6,370
T A L R e SRR e o e D T 8,194 4,665
B L BOMBTE L o' % iy« ne b wins b o8 b ARl ot o el Tee s gt 8,194 4665
DI BHEAN . 10 st s T S E T e e SN T T oy 3,708 2,950
R T NN L R R L N i A T 3,663 2,950
BT 107205 T T 8,600
CoIBoTAB. i/ iV sk i s Sl 716230 8,650
Cornwallis 5,458 8,390
Connector 1,789 2,781

67.316 62,761

Mr. Pourior: What is the freight? Is it bananas or fruit and so on; what
type of tonnage is that?

Mr. VaucHaN: It is quite a lengthy statement. We shall be glad to
produce it.

Mr. Hazen: There is a big decrease in the acecount for advertising; is that
‘on account of the war?

Mr. VavcuaN: There are very few passengers travelling now, and there is
not much use in advertising for them. There is a small advertising account

because we have to advertise freight sailings and passenger sailings for the con-
venience of the publie.

Mr. Hazen: Has there been any increase in passenger sailings from Canada
to the West Indies on account of the exchange difficulties with the United States
and the fact that people have to get passports? ;

Mr. VavcHAN: No, T would not say so. Of course, our passenger business
is very much less than it was before the war, but I think our passenger business
last year increased a little. There is more inter-island business because there
are not the English boats, due to the war. We have carried some troops to
the various islands for the Canadian government, but there are not very many
people travelling down there for pleasure at the present time.

Mr.. Hazen: There are a good many Canadians who might want to 'go-
to Florida and other plaqes in the United States in the winter time, at least
they should not go there if they do, but they probably would like to go away

iorcxil_ew‘]?nere; is there any possibility of developing that service to the West
ndies? :

27205—2}
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Mr. VauvcHAN: There are a few people who go to Bermuda and Nassau,
but not very many.

Mr. Pourior: Would the committee be agreeable to have a detailed state-
ment on freight published as an appendix to this report?

The CHAlRMAN: It is a matter for the committee. 2

Mr. TeakLe: Might I say that if this request is to be granted by the com-
mittee I would ask that it be kept private because we are giving away to our
competitors what we are doing, and I do not think we should do that.

Mr. Pourior: That is all right.

Mr. Hazex: In 1940-41 the dominion government advanced $21,000 to the
Canadian National Steamships Limited payable on demand as shown on page
51 of the estimates. Where is that shown in the statement here that we have?

Mr. Ross: What is the amount?

Mr. Hazen: $21,000.

Mr. Cooprer: The item of $21,000 was a provision in the estimates, but no
sum was drawn down under the appropriation; it was voted but not used.

Mr. Hazex: You did not need it?

Mr. Coorer: No, sir.

Mr. Jackman: At the moment under the West Indies agreement are you
allowed to raise your rates during this time, or are they frozen?

Mr. Cooper: 1 am sorry, I did not hear you.

Mr. Jackman: Have you been able to raise your freight rates during the
last year or two, or are you bound to a certain schedule?

Mr. Vavcaan: We cannot raise our freight rates without the approval
of the Department of Trade and Commerce at Ottawa. There has been one
increase in freight rates since 1939.

Mr. Jackman: The rate is probably not as high as it would be if you were
free of the agreement?

Mr. VaveHAN: We could get higher rates than we are asking to-day if we
set out to get them, I think.

Mr. Jackman: 1 am still a little concerned to know whether or not these
boats could be used on trans-Atlantic voyages rather than on the old route?
Is there anything in the agreement which cannot be amended by a waiver or on
the part of our government and the West Indies government?

Mr. VaveHAN: They are getting full cargoes both ways. They are largely
engaged coming north at the present time under an arrangement with the sugar
controller, and the sugar controller is having the greatest difficulty in getting
tonnage to bring sugar north as it is, and he could not bring in the requirements
of Canadian sugar if it were not for those boats.

Mr. Jackman: If T recall correctly, a good many of the lake boats have
been taken for trans-Atlantic work, and I was wondering whether or not one

boat from this service would be a fair sacrifice, shall we call it, for the more
dangerous voyages?

Mr. VaveuaN: These boats are all subject to call by the shipping con-
troller at Ottawa. We sent the Cornwallis to the UK. last winter.

Mr. Smaw: We note that the exchange on United States funds in 1940

was in excess of $68,000 without any corresponding item in 1939. What is the
explanation?

‘ Mr. CoopER_: The answer to that is that our interest was paid on the 1st
October, 1939, it was paid before the United States exchange went to a

Mr. Pountor: Will you be kind enough to tell me what is the eastern
service and what is the western service?
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Mr. ArMsTRONG: Those are shown on page 11, I think.
Mr. Pourior: It is not described as the eastern and the western service.

Mr. ARMSTRONG: The western service is shown first and the eastern service
is shown second.

Mr. Pourior: From Halifax to Saint John?

Mr. ArmsTRONG: The list of the fleet, five Lady boats and six freighters are
shown at the top of page 10. “Assignment of the fleet during 1940.” The
table shows eastern passenger and freight 3 vessels, eastern freight 3 vessels,
western passenger and freight 2 vessels, western freight 2 vessels, Kingston,
Jamaica and Belize, British Honduras 1 vessel, a total of 11 vessels. “Voyages
completed during the year 1940.” Eastern passenger and freight 26, eastern
freight 23, western passenger and freight 22, western freight 26, Kingston—
Belize 25, a total of 122 voyages.

Mr. Pouutor: I do not know yet what is the eastern service and what is
the western service.

Mr. Teaxie: The eastern service is designated as such so as to separate
the one from the other. On page 11 it is the service from Halifax—it is the
three Lady boats—and from Montreal. If T might explain it this way: we
have the five Lady boats; two of the Lady boats hitherto have operated from
Montreal in the summer and from Halifax in the winter to Bermuda, Nassau
and Kingston, Jamaica. Supplementary to them are two freight boats which
operate to Kingston.

Mr. Pourior: What service do you call that?

Mr. TeagLe: The western service. That terminates at Jamaica. The
eastern service is the one that terminates at Demarara. There are boats
operating out of Montreal in summer and Halifax and Saint John in winter,
but they do not touch all the ports as do the three Lady boats. These are
designated from Halifax and Saint John. In other words, Halifax has a
definite eastern service of three Lady boats and Montreal has a definite eastern
service of three freight boats, and the western service goes out of Montreal.

Mr. Pounior: It is an office distinetion.

Mr. TeasLE: No, it was so described in the trade agreement of 1925.

Mr. Povrior: It is the designation which appears in the agreement.

Mr. TeakLe: Yes, and geographically the positions are such; the islands
south of Bermuda are known as the eastern service, the islands west of Bermuda
are known as the western service.

Mr. Pourior: Thank you.

Mr. Jackman: May I revert to the liabilities side of the balance sh
again. There is ‘the item under deficits, under advances of $5 million odd: do?lai?
Do you charge interest in the books against that? 7

Mr. Coorer:  Yes, 5 per cent.

Mr. JackmaN: I presume it should be funded if possi
: sy possible. It would be
almost an 1mpossibility to work that off even if vou enjov p
aen ok y njoyed remarkable
Mr. Coorer: I do not think the company should issue securities for

operatipg deficits; I think it should have been contributed by the government
and written off. =

Mr. Jackman: Of course, the government will hold the bag no matter
what we call it, but on the books here it is not a current item, it is an advance
from the government merely as a bookkeeping claim, I presume, rather than a
certificate, and it makes the balance sheet look very badly. On the profit and
loss side the deficit has grown to $10,683.000. You will have interest paid to
the government on the moneys which have gone to make up that deficit and



14 STANDING COMMITTEE

which have been lost, and part of it is included in the $5 million in the balance
which has been advanced by the government. This is interest charged in the
books on that.

Mr. Coorer: The item of interest includes not only amounts advanced
for deficits but also for capital and working capital. You see under Dominion
of Canada account “Notes Payable Secured by Mortgages on Vessels” $933,000;
advances for capital $713,000; advances for working capital, $450,000; advances
for deficits, $5,059,000; and interest is accrued on those different items. The
amount accrued in 1940 shown in the income statement is $346,000. In the
first place the interest accrued is set up as a liability and would appear in that
item at the end of the year amounting to $1,870,000; but during the year we
earned over and above our cash disbursements $666,000 which we paid off to
the government and which they applied to reduce our interest.

Mr. Jackman: It can be said that all the money the government has
advanced to the steamship lines either by way of capital or working capital or
to cover up the deficits is bearing at least a bookkeeping interest charge?

Mr. Cooper: That is so.

Mr. JackmanN: And last year you more than earned your interest and
turned over the whole surplus that you had available out of earnings to the
government to cover the current interest on something on back interest?

Mr. Cooper: Yes, that is correct.

The CrammaN: There is an item in the estimates on page 51 in connection
with this report, No. 416, $20,000. Will you o.k. this item in your committee?

Mr. NicuoLson: Why does this appear if it was not necessary last year?

Mr. Coorer: It is just a general contingency item in case something does
crop up. If we do not need it we do not use it. Last year we had $21,000 and
did not use it. This year we are asking for $20,000 and we may or may not use
it. If we need it and there is no appropriation we run into difficulties.

Mr. Ross: How is that sum of $20,000 arrived at?

Mr. VaveHAN: Tt is just an arbitrary sum. We do not know what we may
need; we hope we will not need anything; but somebody may want something
done on a boat to carry a few passengers—maybe the government may want it
done—and it may be a capital expenditure.

Mr. Jackman: With a very comfortable working capital I do not know
why you want to set up $20,000, which is a rather small sum.

Mr. Vaveuan: We have no authority to make capital expenditures no
matter how small they may be.

. . Mr. Jackman: This is not only an authority to make a capital expenditure,
1t 1s an authority to draw down that amount of money from a source which is

outside of the operation of the corporation. You do not need it very badly, '
surely?

Mr. Vaveuan: We hope we shall not have to spend it at all, but it is the
customagy procedure that has to be gone through. If we need money for capital
account it has to be authorized by this committee.

Mr. Jackman: But you are very strong as far as finances are concerned,
and yet you want this authorization to oet $20,000 from the Canadian Treasury,
18 not that so?

Mr. Coorer: We are giving the government a]l the money we can.

Mr. Don~erLy: If you needed $20,000 for a capital expenditure could
You not take it out of revenue?

Mr. VaveHan: T do not think our accountant would let us charge up
anything to operation which should go to capital.
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Mr. Jackman: If you make any capital expenditure you have to get
authorization from the government; are you not allowed $5,000?

Mr. Vavcuan: I think there is a small limit.

Mr. Cooper: Not as far as the government is concerned. We are supposed
to present a budget to parliament every year which sets out our ecapital
requirements. The requirement is stated in the Canadian National-Canadian
Pacific Act of 1936. The Act does not refer to the West Indies, but it gives a
general direction as to the control between the government and the railways
and shipping. What I am saying is that although the Canadian National-
Canadian Pacific Act does not apply to the steamships we apply its principles
to all our operations. We are now asked if we could not finance capital
expenditures, after it is authorized, out of working capital if our working capital
is sufficient; what we would prefer to do would be, if our working ecapital is
more than sufficient for current operations, to make a refund of the surplus and
still draw down our capital expenditures so that the government books as well
as our own will show directly the investments of the Crown in this service.

Mr. JackMAaN: Yes. I can see that it does not make very much difference.

Mr. Coorer: No.

Mr. Jackmax: On the other hand, every year you are setting up a certain
amount for insurance—$1,948,000 at the present time—what do you do with that
fund if you want to replace a capital ship which is lost or damaged by fire or
marine casualty; do you have to get authorization to make use of that fund?

Mr. Coorer: No, we draw on the fund. In 1939 the fund stood at
$1,500,000; it has increased during the year by $448,000 to $1,948,000; premiums
during the year, $430,000; income from investments $78,000. We had $58,000
of losses and $2,400 of administration expense. So $58,000 of losses were taken
out of the fund in 1940.

Mr. JackMAN: And replace with equivalent assets?

Mr. Cooper: No, these were claims for cargoes.

Mr. Jackmax: Paid to outsiders.

Mr. CooreEr: Yes. Well, and the cost of repairing the ships. There would
be something for repairs to ships. The arrangement is precisely the same as
if our insurance were carried with outside underwriters; we charge the same
premiums and make the same claims as if we were dealing with an outside
underwriter.

Mr. Jackman: In regard to this insurance, you insure yourselves too?

Mr. Cooper: As far as the vessels themselves are concerned we insure
against any damage or loss.

Mzr. Jackman: Damage to yourself.

_Mr. Coorer: To the ships. In addition, of course, the shippers carry
their own insurance on the cargoes, but in certain events the owner—that is the
.lshlp owlvner——ls responsible if negligence can be shown; and we insure against that
hazard.

Mr. JACKMm: The $78,000 you have from inve
is that included in the assets side—the $78,000
represent a figure of a million and a half or so?

Mr. Cooper: It is included in the figure of $1,948,000.

Mr. Jackman: What type of security are these investments?

Mr. Coorer: They are mostly direct government obligations or obligations
guaranteed by the. government. Broadly speaking that is how that fund is
invested. There will be some provineial, I think, and a few municipal bonds;

)

but it is very well invested. It is invested jointly with the insurance fu
; e ; : ; \ n
the Canadian National Railways. L

nvestment in that fund, where
income from investment must
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Mr. Jackman: Inasmuch as you are paying to the government five per
cent interest on advances from the government—you are probably not realizing
that much on investments in this fund—why is it not possible to use that money
to repay advances to the government? At the same time we must bear in
mind you may have a call on that, if you lost a ship.. Is there any way of
saving a differential between 3, 3% and 4 per cent that you perhaps may earn
on the investment and the 5 per cent you are paying to the government in
advances? Is there not a possible saving there?

Mr. Coorer: It would destroy the insurance fund.

Mr. Jackman: It does violate the integrity of the fund to some extent—

Mr. BercovircH: To a considerable extent.

Mr. JackmaN: At the same time this whole company is so bound up with
the government I should think it might work in favour of the company to
repay the 5 per cent loan in place of receiving 4 per cent on the retention
of the fund.

Mr. Coorer: 1 don’t think the government is justified in charging us 5
per cent in the first place.

Mr. JackmaN: But it does.

Mr. Coorer: But it does.

The CuArMAN: Shall the item carry?

Mr. LockuarT: No.

Mr. Cooper: There is no great harm, as I see it, with regard to these items
between the government and the company. We give the government all the
money we can earn; we cannot do any better than that. If you agree with

fc-he principle of self insurance you cannot begin to use the fund to pay your
interest account.

~ Mr. Pountor: This is what strikes me: the interest due the government
1s $346,000. You have a deficit of $12,700 and you ask for $20,000. Well,
now, you pay the government $326,000—

Mr. Coorer: No, we paid them $666,000.

Mr. Pourtor: Yes. That is all right. There has been a deficit fund
since the start?

Mzr. Cooper: Yes.

Mr. Pourtor: You pay interest on that?

Mr. Coorer: Yes.

Mr. Pourior: Besides the interest on bonds?

Mr. Coorer: Yes.

Mr. Pourior: These are two different matters.

Mr. Cooper: Yes.

Mr. Pourtor: Did the Canadian National Steamships approach the govern-
ment for reduction of interest on advances, if not on bonds? 1 understand
it 1s very difficult for you to ask for a reduction on bonds. They are in the
hands of third parties, but as to the accumulated deficit, did the company
approach the government for a reduction of interest that would prevent the
placing of an item like $20,000 in the estimates?

Mr. Cooper: We did.

Mr. Pounior: Did you approach them?

Mr. Cooper: Yes, sir. p

Mr. Pourior: What is the interest now?

Mr. Coorer: Still 5 per cent.

Mr. Pourior: You did not secure any reduction?
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Mr. Coorer: No. I think at one time it was 6 per cent but they reduced
it to 5 per cent.

Mr. Povuior: It was reduced to 5?

Mr. Cooper: I think so.

Mr. Pourior: Did you ask them to reduce it to 43 per cent to wipe out the
deficit?

Mr. Cooper: I suggested at one time it should be written off altogether, but
the answer we received was to go on accumulating 5 per cent interest.

Mr. Pourior: Will you ask it again?

Mr. Cooper: Perhaps the committee might make a recommendation.

Mr. Vaveuax: I should like to point out these deficits were incurred in
the early stages of the Canadian National Steamships. Before that the govern-
ment paid a subsidy of approximately $500,000 a year to a company for
operating four or five little slow boats.

Mr. Pourtor: The last two years were the best since the company has
been operating, were they not?

Mr. VaveaaN: No.

. Mr. Cooper: 1940 was the best year we have had, yes.

Mzr. Pourior: 1939 was the next best?

Mr. Coorer: No, I think the year before.

Mr. VavucHAN: 1938 was the next best.

Mr. Coorer: 1938 was a little better than 1939.

Mr. LockHarT: You anticipate 1941 will be equally good?

The CuarMaN: Shall the item carry?

Mr. Cooper: It is a long time between now and the end of 1941,

Mr. LockuarT: In the light of the financial statement and the possibilities
for good returns during the remainder of the year would it not be possible for us
to lead the way so that the public might be relieved of this $20,000?7 Would
it not, be .p_ossible to delete that for this year? Instead of following the practice
of peace time and asking for amounts of money that apparently are not going
to be needed, would it not be possible for us to delete that amount this year?

Mr, Coorer: From our point of view it would be quite all right. It is a
matter for the government to pass on. It is not for the company to say that.

Mr. Lockuarr: The public sees this item in peace or war and they wonder
why, in the light of your financial statement, this amount could not be deleted
for one year at least.

Mr. Pourtor: Then Mr. Cooper, with regard to depreciation, how i
carried out? Is it established on ¥t)he same bagsis as indglr)gsrgcl)?ltslo}r’léal;s;‘ e

Mr. Cooper: Yes.

Mr. Pourior: D e i e "
on account of the wal? izoe\;ttaag\lfs}l:i]rtl(é ?i(é;?‘lézlita:&en%pplemated e

Mr. Cooper: No.

Mr. PourioT: You are wrong there. Your ships hav e v y :
Tyl ps have more value now than

Mr. Coorer: We do not depreciate against the cost of replaci i

J ; a S S cing these s -

we depreciate against the original cost of the ships. We are Eupposged lteobereq(l:qolszr,'

from operations the amount of money which is invested in the ships. The

amount which is invested is the original cost, not replacement cost. '
Mr. Pourior: Yes, I know, but the value of these ships is higher :

S N ) of these ships is higher now than
Mr. Coorer: Undoubtedly.

-
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Mr. Pourior: You do not take that into account in establishing depreciation?

Mr. Cooper: No, sir, I do not think it is ever done.

Mr. Pourior: You do not think it should be mentioned in the report,
that although the depreciation is established on the old basis of so much the
value of the ship is higher now than it appears according to the original cost.

Mr. Cooper: No, sir; I think that is evident.

Mr. Pourior: It is evident?

Mr. Cooper: Yes, sir.

Mr. Pourior: What would be the value of the ships now, having regard
to present business conditions, about twice as much?

Mr. Coorer: I do not think it is possible to say. The British government
have made some very elaborate studies of values of ships which have been
requisitioned by them; but I do not think we can value these ships ourselves.
If we could I do not think that we would be serving any very useful purpose
other than satisfying our curiosity.

Mr. Pourior: We would know what we have in hand.

Mr. Jackman: You would have to change it if you ran into a depression a
few years hence. I think it would be better to keep a consistent value, whether
cost value or some value you fix it at, and depreciate steadily from that rather
than establish it on another basis having a high value to-day and a lower value
because of a depression or some other reason to-morrow.

Mr. Pourtor: This is the first theoretical question we have had since the
beginning of the session.

Mr. JackmaN: May I ask what the rate of depreciation is on the investment
—chiefly in vessels—of $10,995,000 on which you wrote off $329,000 odd last

year, about 3 per cent?

Mr. Cooper: Three per cent. _

Mr. JackmaN: That is considered a fair rate for ships?

Mr. Coorrr: Yes; we gave the ships a 25-year life and a 25 per cent salvage,
and that produces 3 per cent.

Mr. JackmAN: Straight line depreciation method of 3 per cent a year?

Mr. CooPER: Yes.

Mr. Hazen: Did I understand you to say in your opinion the government

was not justified in charging 5 per cent interest on advances made? It is some-
times a little difficult to. hear here, but I thought you said that.

‘Mr. Cooper: I would not like to be on record as expressing an opinion
against the policy of the government. What I wish to say is that it is the decision
of the department—I suppose representing the government—that the company
should continue to accrue interest on these advances at the rate of 5 per cent.

Mr. Hazex: At one time you did ask that the interest be reduced.
Mr. Cooper: We suggested that it be reduced or cancelled.

Mr. Hazex: When was that?

Mr. CoopEr: I think it iz four or five years ago.

Mr. Hazen: You have not applied since that time to have it reduced?
Mr. Cooper: It has been mentioned informally.

Mr. LockHARrT: * Frowned on.

Mr. Cooprr: It is government policy, and 1 suggest it is not for the company
to say. ; 3

Mr. Lockmarr: What do vou think would be a fair rate of interest?
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Mr. Cooper: I do not believe, in view of all the conditions, that we
should be called upon to pay interest where there is not a revenue-producing
asset. I think we can properly charge ourselves with interest on moneys against

. which we have an asset which is capable of earning interest. A deficit has no

power to earn any return and it is just cluttering up the books so far as I am
concerned to have it accrue interest. ;

Mr. Povrior: Who are your competitors?

Mr. Teakie: Our main competitor is the Alcoa line, previously known as
Ocean-Dominion line, out of the St. Lawrence and Halifax, the Pickford and
Black line, and some other lines out of Halifax. If you give very much mf01.‘—‘
mation out you are liable to get into difficulties. We have always made it
a point, as any good steamship company does, to keep details of that kind
private.

The Crammax: Shall the item carry?”

Mr. DoxxerLy: I have one question to ask. You have an insurance sum
of $1,948991. That is your insurance fund. You have it invested in bonds, I
presume?

Mr. Coorer: Yes.
Mr. DoxxELLY: Can yvou tell me what those bonds are and the amount of

.each?

Mr. Cooper: 1 think there are about thirty different kinds of bonds.

Mr. DonxELLY: Have you just dominion and provineial bonds as a rule?

Mr. Coorer: No. There are quite a number altogether, including the
railway and the West Indies fund. The amounts altogether are $14,000,000 of
securities,  $7,700,000 are system securities, $4,500,000 dominion securities.
We have a few provincial securities and some municipal securities that I prefer
not to read.

Mr. DonnNeLLY: 1 was just referring to the $1,000,000 odd in your insur-
ance fund.

Mr. Coorer: There is no steamship fund separate from that of the rail-
way. We keep the two funds as one and we make an accounting division of it
for the purpose of setting up accounts of the steamship company separate from
from those of the railway.

Mr. BercovircH: Do all your bonds bear interest?

Mr. CooPEr: Yes, sir.

Mr. Bercovirer: I mean, pay interest.

Mr. Coorer: One of the provinces here is not paying interest.

Mr. DonNguLy: What province is thdt?

Mr. JackmAN: May I revert to the fact that we pay 5 per cent on the
advances from the dominion government and earn only from 3 to 4 per cent on
some of these bonds. It perhaps would not make very much difference if all
bonds held were dominion obligations. Tt would simply be washed out so far as

the dominion was concerned, but once you go outside the dominion field and 20

into the securities of another taxing authority you are to an extent bonusing
those provinces and municipalities to the extent of 1 or 2 per cent. It does not
seem to me that it would be a difficult matter to have the dominion government
to have an open account to hold this insurance fund of $1.948.000. LSurelv the
non-government bonds could be liquidated and an open account with the credit
of the dominion behind it established for the benefit of the company. I do ﬁot
think that would be too difficult to arrange; and answering the 1 :

! § . questions put
by Mr. Bercoviteh, the integrity of the fund would be complete 5

ly maintained

.
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if you had an open account with the credit of the dominion government behind
it. If you had that you would not have to bother about all this interest and you
would save some money.

The CramrMaN: That would be at the diseretion of the dominion govern-

-ment, would it not?

Mr. Jackman: It would require an agreement with regard to their fund,
and they would save the company a little money and make a better statement.
Once you invest outside the securities of the dominion government or the guar-
anteed securities you are bonusing another taxing authority, which we as

. representatives of the Dominion of Canada ought not to do. I do not think it

is necessary. Surely the Dominion of Canada would be good enough security for
the insurance fund which is being built up from year to year. If you had a
claim against the fund you could draw upon this open account with the dominion.
If you did that you would save one per cent on $2,000,000, which would be
$20,000, and that would eliminate the appropriation on page 51, No. 416.

Mr. Cooper: The amount of the provincial securities is not high. More-
over, they were acquired a number of years ago. That is not the present policy,

and you might have to sacrifice them now.

Mr. Jackman: It would save the company much bother in looking after
an investment account. I also suggest it would save you the possibility of loss
in the future if you carried on with an open account from the dominion
government.

Mr. Bercoviten: I think diversification, particularly when it comes to a
pension fund and other funds, is absolutely essential.

Mr. Jackman: There could be no higher security than the Dominon of
Canada.

Mr. BercoviTcH: I am not suggesting that the Dominion of Canada is not
a good security. The Dominion of Canada would do well to diversify its bonds.
})iv;rsiﬁcation is the best method known of investing pension funds and other
unds. '

Mr. JackMAN: It would not be out of order for the unemployment insurance
fund to invest in securities other than those of the Dominion of Canada. As
a matter of fact, it is expressly stated that the Bank of Canada shall handle
the whole thing. I believe you would save some money if you adopted the
policy I suggest.

Mr. Pourior: Just import more rum and molasses and you will solve the
problem.

o I?VIr. LocknarT: You are asking the committee to approve of this $20,000
item?
The CramMAN: Yes.

Mr. Lockuarr: Will somebody not say it would be quite possible to delete
that item and strengthen the hands of the minister? I do not think he wants
to ask for any more money than possible. In the light of all the circumstances
and the information given here would it not be possible to delete that item?

Mr. VaveuAN: We can certainly delete the item if the government will
change its system of accounting. So long as the government requires us to put
1t in we must show it. Some of these boats may require a new tank or some
other new part. That would be capital expenditure which we could not put in
without authority.

- Mr. Pountor: Could we change not only the accounting but the account-
ants of the Department of Finance?

Mr. Jackman: In regard to this $20,000, if you choose to spend that much
on a capital item you do not have to get any further authority for the item.

Mr. Vavenan: No.
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Mr. Jackman: It is a contingency item.
The CuarmaN: Is the report adopted?
Mr. Haxson: I move the adoption of the report.

Mr. McCurrocH: I will second it. /
The Caairman: Carried.

It is proposed now to go ahead with the Trans-Canada Air Lines, if that
meets with your approval, gentlemen? Mr. Hungerford will introduce the
officials of the Trans-Canada Air Lines.

Mr. Huxcerrorp: The gentleman on my left is Mr. D. B. Colyer, Vice-
President of Trans-Canada Air Lines, and the gentleman to his left is Mr.
W. F. English, his assistant.

Mr. Pounior: Mr. Hungerford, could you give us some kind of a map
showing the Trans-Canada Air Lines?

Mr. HuNGERFORD: Yes, you may have this.

Mr. ENGLISH: : iR
TRANS-CANADA AIR LINES B

FourTH ANNUAL REPORT OF THE -DIRECTORS-OF- TranS-CANADA AIr LINES
Year Expep 318t DECEMBER, 1940

To the Shareholders:

The Board of Directors submit herewith the Fourth Annual Report of
Trans-Canada Air Lines, being for the year ended 31st December, 1940.

Development of the mail, express and passenger services was continued
throughout the year. The policy followed was based upon the realization that
the operations of Trans-Canada Air Lines are essential to the nation’s war-time
activity.

The aim has been to make the services of Trans-Canada Air Lines of
maximum value to the Post Office Department, to the armed forces, to Canadian’
business in general and to those firms and individuals engaged particularly in
war production.

It is gratifying to note the high degree of co-operation which has developed
between Trans-Canada Air Lines and military aviation.

In mail, express and passenger operations there was substantial growth. The
number of passengers carried increased by 31,611; express increased by 59,969
pounds, and mail by 360,704 pounds. !

The principal events of the year were as follows:

January 1st—Air mail service to Moncton established. The servi
3 I : 5 S . Lerv
previously been confined to training flights on daylight schedule. Rl

February 15th—Passenger service to Moncton established.

April 1st—Second daily trip for air mail and express i 2y
continental service. press naugurated on trans-

April 14th—Second daily trip for passengers inaugurated on transcontinental
service.

July 15th—Air mail and air express

service establis :
London and Windsor. ice established between Torotito,
August 1st—Passenger service established between Toronto. Lo
; T : MR R S , Lond
\‘1\/[V111c11;s0r.1 Additional daily trip inaugurated between Toronto Ottav?;l iﬁg
ontreal. /

December 1st—Transcontinental trips schedule t
to Ottawa and Montreal. : o R Unough el
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OPERATING PERFORMANCE

Revenue plane miles flown during the year were 4,770,218 as compared with
2,760,090 in 1939. 97-3 per cent of the scheduled mileage was completed.

The following tables illustrate the expansion of the company’s operations:—

ROUTES OPERATED
December 31st, 1940

Miles
Moncton—Vancouver (via Toronto).......coeeeeeinuuuenn... 3,057
T ITInE T R T [y S e RO s e ol I 195
Leihbridoe—Badmonton .. . . s s s soe s oo nins o se s 288
Seattle—Vancouver .................. N e e a2 R 122
3,662

SCHEDULED MILES—DAILY

December 31, 1939
Montreal—Vaqcouver

December 31, 1940
Moncton—Vancouver (via Toronto)

(RO SR T oo L % s s s 4,822 (1 ToundiBriD) % % Ak e i o o i ok 6,114
Moncton—Toronto Montreal—Vancouver (via Toronto)

{eround s bp) Lok e Ut S R S 1,532 R0 5 oo (N ) e IO 08 3 T SR 5,258
Montreal—Toronto (1 round trip).... 676 Montreal—Toronto (2 round trips)... 1,352
Torontp—North Bay (1 round trip)... 374 Toronto—Windsor (2 round trips).... 780
Lethbridge—Edmonton (2 round trips) 1,152 Lethbridge—Edmonton (2 round trips) 1,152
Seattle—Vancouver (2 round trips)... 488 Seattle—Vancouver (2 round trips)... 488

9,044 15,144

g

Plane Miles Flown Hours Flown
Percentage
1940 1940 of
Scheduled

Revenue Training  Total Revenue Training Total Performance
January ...... 275,223 39,944 315,167 1,733 228 + 1,961 96-04
February ..... 259,346 59,131 318,477 1,646 342 1,988 98-00
Mar.ch ........ 270,200 85,463 355,663 1,737 479 2,216 95-00
7 e 377,711 47,113 424 824 2,354 265 2,619 98-00
LR 432,331 102,790 535,121 2.690 576 3,266 100-00
SlRapes oo Dol 409,297 36,002 445,299 2,523 204 2,127 99-00.
it ER R 443,933 24173 468,106 2,153 137 2.890 99-10
NUTURL . 488,559 22,384 510,943 3,052 125 3,177 99-50
September . ... 467,335 25,329 492,664 2,924 145 3.069 99:00
Qctober ....... 477,705 17,065 494770 2,970 95 3,065 99-30
November ..... 440,804 16,529 457,333 2,755 94 2,849 93-70
December ..... 427,775 12,842 440,617 2,651 74 2,726 90-60
Year 1940..... 4,770,219 488,765 5,258,984 29,788 2,764 32,552 97-30
Year 1939..... 2,760,090 365,303 3,125,393 17,403 2,096 19,499 98-10

Plane Miles Flown Since
; Inception of Operations

Hours Flown Since
Inception of Operations

Revenue Training Total Revenue Training Total

SEﬁt. 1, 1937 to
eg. 31, 1037 ..t 26,596 74,372 100,968 196 493 689
Year 1938......... 1,122.179 826,167 1,048,346 7,266 5,285 12,551
Year IRBOGA . 01 s 2,760,090 365,303 3,125,393 17,403 2,096 19,499
ear 1940 .5 i 4,770,219 488,765 5,258,984 29,788 2,764 32,552
8,679,084 1,754,607 10,433,691 54,653 10,638 65,291

Awr Mail Service

As of December 31st, 1940, 15,144 miles were flown daily in regular air

mail service as compared with 8,188 miles at December 31st, 1939.  The in-
creased services during the year, and their effective dates, were:

January lst—Montreal—Moncton.

April 1st—Montreal—Vancouver second schedule.

July 15th—Toronto—Windsor.

The increase in air mail carried, 1940 over 1939, amounted to 360,704
pounds or approximately 65 per cent.
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Mail carried in 1940 was as follows:—

Pounds

64,880

oy 63,701
February 64.685
March % 57,235
ToU T e e S A R R P R el 76.536
May ........................ 68,270
June - .oy 78765
T e B e 261664
August 86,049
September 04164
October 90.575
November 95.513

December

927,037

i i i i Post Office

D 1940 the air mail rate paid the company by the P _

Depar;igélrlgt was 60 cents per plane mile, and thls'rate will continue until
March 31st, 1941, after which there will be a material reduction.

Passenger Service

Revenue passengers numbering 53,180 were carried in 1940 as compared

with 21,569 in 1939, an increase of 150 per cent. The average passenger jour-
s S. ;

ot ?‘roa;v:sf) ho?lg)%ssible fully to meet the demand on the transcontmeptal r01_1te
during the Summer and early Autumn mor;ths, althqugh the secon('i daily service
between Montreal and Vancouver was in operation from April 14th. The
services between Montreal and Moncton and between Mo'nt'rea.l, Toronto and
Windsor were also insufficient to take care of all those desiring to use them.

Air Express Service

Air express service was extended during the year to all the routes operated
in Canada]. The number of shipments was 18,476; weight, 105,788 pounds.
In 1939 the number of shipments was 10,897; weight, 45819 p(_)unds. Seventy-
five per cent of the revenue from air express accrues to the air line and twenty-

five per cent to the express company performing the pick-up and delivery
service.

PRbPER’rY AND EQUIPMENT
Flight Equipment

In 1940 the flight equipment of the company consisted of 15 Lockheed
14-H aircraft, equipment with two Pratt and Whitney Hornet engines each
of 850 horsepower, hydromatic full-feathering propellers, and Bendix radio.

Required for existing and new services, six Lockheed Lodestar aireraft
were purchased late in 1940 and have since been delivered. These aircraft
have accommodation for fourteen passengers, compared with ten in the 14-H

aircraft. The new aireraft are equipped with two Pratt and Whitney Twin-
Row Wasp engines each of 1200 horsepower.

The company’s technical staff continues to follow the latest developments
in the field of aeronautical science.

Ground Facilities

The hangar at Monecton, construction of which was commenced in the
Autumn of 1939, was completed in March 1940. The instrument shop 4t
Winnipeg was enlarged during the summer t& provide the additional accom-
modation necessary to take care of instrument repairs for the Royal Canadian

Air_Force. A second storey to the hangar annex at Winnipeg was completed
during the Autumn to permit of expansion of shop facilities.
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Under agreement with the Canadian National Telegraphs, teletype service
linking the airports and traffic offices was installed during the year between
Montreal and Winnipeg and between Toronto and Windsor. This service has
been of assistance in the handling of reservations.

Amrways FaciLiTies

For the use of aviation in general—military, commercial and private—
landing fields and other facilities at the airports owned by municipalities or
by the Department of Transport were further improved during the year.
Improvements were also effected at a number of the intermediate and emer-
gency fields, certain of which are used in connection with the British Com-
monwealth Air Training Plan.

Airport and radio range facilities were completed by the Department of
Transport at London and Windsor and administration buildings erected.

In the mountain section lighted landing fields with runways were established

‘at Penticton and Kimberley and radio ranges installed. These new facilities

provided practically a straight range course over the mountains and two addi-
tional fields.

Decision was reached by the authorities concerned, during the year, to
transfer the St. Hubert Airport, Montreal, to the military, and to develop a
new commercial airport for Montreal at Dorval. Work on the new site was
commenced in the Autumn and it is anticipated that the field will be available
for service during the late Summer of this year. The company, under arrange-
ment with the Department of Transport, is constructing a 200-foot hangar at
the new airport, work on which is well advanced.

The weather reporting service operated by the Meteorological Branch,
Department of Transport, for military and civil aviation, was extended and
its staff augmented.

OPERATING AGREEMENTS WiITH OTHER AIR LINES

An agreement was entered into with Northeast Airlines, Inc., to provide
radio coverage and the servicing of equipment at Montreal and Moncton, in
connection with the operations of that company between Montreal and Boston
and Moncton and Boston. A similar arrangement with the Western Air
Express Corporation at Lethbridge, covering that company’s operation between
Lethbridge and Great Falls, Montana, will become effective with the inaugura-
tion of the service about April 1st.

Trarric OFFICES
To meet the needs of the expanding passenger business, city traffic offices
were opened during the year at Halifax, London, Windsor and Victoria.
PERSONNEL

_ Personnel as at December 31st, 1940, totalled 789, the comparative figures
being as follows:—

December 31st,

T ¥ 1939 1940
plidmidnistaabive: Yraion sl 1 S 12 13
(iAptains And st -GHBOers. - - oo v vt oo s o Ay 54 89
S T R R W e o e R 28 40
Maintenance and Overhaul.............. . 7" 233 399
Communications and Dispateh. ...........oooneoneon o 81 101
Station Staffs, Traffic and Clerical. ... . ... .l 1 7 89 147

497 789

During the year the operation and traffi -
o tn s the. s Winnipegp raffic headquarters were transferred
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FINANCIAL

The balance sheet of the company at December 31st, 1940, and income
statement, are appended hereto.

Balance Sheet :

The paid in capital of the company, $3,750,000, which has all been raised by
the issue of capital stock, was not increased during the year. The reserve for
depreciation increased by $697,912, and now stands at $1,332,154. Self-insurance
reserve was increased by $89,488, to $206,827.

Property and Equipment
Expenditures on pm}frty and equipment totalled $1,158,659, as follows:—

Purchase of six Lockheed Lodestar aircraft—complete....... ...e  $ 925,317
Purchase of two spare Pratt & Whitney Twin-row Wasp Engines. 36,742
Remainder of cost of Moncton hangar..............ocoveennnes 38,156
‘Addition of second storey to hangar annex, Winnipeg.......... 27,478
Shop and servicing equIPmMent......oeeccerrereenaseceenenceans 48 882
Radio -equipment. &l {53 it inme cvaene an AR AT ds b 25,370
Betterments to aireraft and aircraft equipment 15,507
Betterments to hangar and other buildings.......... e TNl 17,243
Furniture and fixtures for offices and stations, and miscellaneous. 23,964

3 1,158,659

Income Account

_ The income account for the year, after providing for all operating costs
including depreciation and interest on invested capital, shows a surplus of
$539,263. Notwithstanding rising prices, operating costs were reduced from 88.4
cents per mile to 76.9 cents per mile or 13%. The additional services operated
during the year contributed to this reduction.

(GENERAL

War Conditions

Every phase of civil aviation has been affected by war conditions. Trans-
Canada Air Lines is no exception. Many employees have been granted leave of
absence to join the fighting forces, principally the Royal Canadian Air Force.
The loss of one of the original Trans-Canada pilot group, Captain W. G. A.
Coulson, killed on active service overseas, is recorded with regret.

_ The company’s instrument shop at Winnipeg was doubled in capacity and
is working full time in the overhaul and repair of aircraft instruments for the
Royal Canadian Air Force. Under contract with the Department of Munitions
and Supply a shop was established at Malton Airport (Toronto) for the overhaul
and fl?}?m? oflxl?illitary aireraft, and is now in operation.

he facilities of the company at the various airports across

extensively used for the servicing of military aircraf’?, and radio ggegiaéeali'g
furnished as required. Flight personnel of the company have assisted in the
delivery of training aircraft purchased in the United States; in the ferrying of
military and training aircraft between the different training depots in Cangda'
and in training civilian pilots proceeding overseas. A considerable amount of

this work was done by employees in their own ti ole
war effort. ime as a contribution to the

Trans-Atlantic Flights
During the Summer and early Autumn, five round trips were operat
the North Atlantic route between Southampton, Foynes, Bgtwood, L}I)o;?crggl 0;;?5
New York by British Overseas Airways Corporation. Trans-Canada Air Lines
as agent.of that corporation, handled the Canadian arrangements. :
272053
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Service Extensions

It is proposed, about April 15th, to increase the present schedule between
Montreal and Moncton from one to two round trips daily, and concurrently it is
planned to extend the service to Halifax.

The rapid growth of mail and passenger business during the year indicated
the desirability of a third transcontinental trip between Montreal, Toronto and
Vancouver. The date for the inauguration of this schedule has not yet been
decided upon as developments in the Spring will govern the decision.

Trans-Canada Air Lines’ application for license to operate a direct service
between Toronto and New York has been favourably reported upon by the
Examiner of the Civil Aeronautics Board of the United States. As a Canadian
license has already been granted it is planned to commence the service between
the two cities as soon as possible after the United States’ license is received—
probably about April 15th—with an initial schedule of two round trips a day.

Under the terms of a recent understanding between the Governments of
Canada and the United States regarding international air services, Trans-
Canada is relinquishing its Vancouver-Seattle service. This service, owing
to its competitive nature (a United States operator is also giving service) has
not been profitable, and its abandonment releases equipment and personnel
for other routes.

It is with deep regret that your Board record the loss of the passengers
and crew in an accident to one of the Company’s aireraft near Armstrong,
Ontario, on February 6th, 1941. They desire to place on record their sym-
pathy with the families of those who lost their lives. From the inception of
passenger service to that date 8,165,000 miles had been flown by Trans-Canada
aireraft without a fatality.

_Acknowledgment is made of the loyal service of the Company’s personnel
during a year of increasingly exacting demands as a result of war conditions.

For the Directors,

S. J. HUNGERFORD,
President.

Montreal, 19th March, 1941.
The CuaRMAN: Is there any discussion?

Mr. Jackman: In the second paragraph of the report it says that the |
expansion is due chiefly to the nation’s war time activity. I have always had
a feeling that the expansion of this service to a great extent has taken place
during 1940 and has, perhaps, two aspects to it: one is that it required more
planes which might be extremely useful elsewhere and yet we have taken them
for the expansion of the service in Canada. I feel that there are a great many
people who travel on the Trans-Canada Air Lines who could just as easily
travel on the trains except, perhaps, that there is a bit more comfort and
expedition, but 1t really does not contribute to the war effort substantially.
The same is true with mail. For instance, on some of the Royal Mail buses that

collect the mails you see signs “Speed the War Effort, Use Air Mail.” I think

1t is hardly necessary to tell business men who have mail concerning war con-
tracts, ete., that there i's a mail service. In other words, it is catering to an
Increase in the use of air mail by the Canadian public, and while I think that
i)s entirely worthy during peace time, I feel that the aggressiveness in getting

usiness both on passenger account and on mail account and perhaps on express
account, about which I have no information, has been more strenuous than is
warranted by the need for aeroplanes elsewhere. I should like to hear from the
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proper officer some description of the class of passenger traffic and of air traffic
that is carried if it is possible to get it. Undoubtedly, there are many cases of
people using this service because of its relatively low competitive rates with
train services and with ordinary mail services which induces them to use the
plane whereas they might just as well, as far as the war effort is concerned,
use the ordinary facilities.

Mr. CoLyer: We have made a rather careful survey of our passengers and it
indicates that between 60 and 70 per cent of the persons who travel on the T.C.A.
are connected with the military effort or connected with supplies and so on—the
war effort. We do not have information with regard to the air mail as to what
proportion of the mail has to do with the war effort.

Mr. Donnerny: The rate is 60 cents per mile, train mile, or it was on
March 31st; what is it now?

Mr. Couver: Forty-five cents.

. Mr. Pourior: Mr. Colyer, according to the map I have here the red line
18 the Trans-Canada Airways?

Mr. CoLyer: Yes.

Mr. Pourtor: And these others are feeders?
Mr. CoLyer: They are operated by—

Mr. Pourior: —independent companies.
Mr. CoLyER: Yes.

Mr. Pounior: Is it your knowledge that the C.P.R. controls the stock of most
of those feeders?

Mr. Couyer: I have read it in the papers.
Mr. Pourior: You do not know anything officially about it?
Mr. Coryer: No, sir. t

Mr. Pourior: And those feeding lines are mostly north of the Trans-
Canada Air Lines?

Mr. CoLyEr: To a large extent, yes.
Mr. Pourior: They extend on the west to Vancouver island?
Mr. Coryer: Yes, sir.

Mzr. Pourtor: And on the ea
Harringtonoltllarbour, Labrador? o e e e
Mr. CoLyer: Yes, sir.
Mr. Pourior: You have nothing to do with them?
Mr. Couygr: No, sir.
Mr. Pourtor: But what concerns us now is only the broader lines of the

Trans-Canada Air Lines going from Vancouver to Halifax and from North Bay

t
tg %;itsggr%nd from North Bay to New York through Toronto and from Toronto

Mr. COLYER: And from Lethbridge up to Edmonton.

Mr. Pouvior: Yes, I should have said from Lethbridee up t
And besides that all the other services are independent fromg yOlgS?O Edmonton.

Mr. CoLyer: We operate a service from Moncton to Prince Edward Island
Mr. Pountor: Oh, yes. That is all? '
Mr. CoLyer: Yes, that is all.

Mr. DonnerLy: How does 45 cents

emit i per train mile compare with the

Mr. Couyer: It is higher than the average rate down in the United States.

Mr. DoxnerLy: What is the American rate?
27205—33
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Mr. CoLyer: The rates vary for different companies, for different operations.
I think the average rate down in the United States now is somewhere a little
over 30 cents per plane mile.

Mr. BercovircH: Is that per pound?

Mr. Coryer: No, per plane mile, for a certain unit of mail. I think their
rates are based on a unit of 300 pounds. We carry all the mail. For example,
on the transcontinental trips we have loads up over 1,000 pounds on the main
transcontinental and our rate applies. In the United States they would have
a sliding rate; they would get paid, say, 30 cents for the first 300 pounds and
additional cents for the next increment.

Mr. BercovitcH: You do not work it out by the ounce—the price the citizen
would have to pay when mailing a letter?

Mr. Conyer: The ecitizen, when he mails his letter, pays 6 cents for the first
ounce and 5 cents for each additional ounce in Canada; in the United States they
pay 6 cents straight throughout.

Mr. Ross: How is the Toronto-New York trip working out?

Mr. Couyer: It has been in operation for passengers only since the 10th of
May and the average passenger load has been about 60 per cent, so far, which
is a very good load factor, but we are all carrying considerably in excess of
100 pounds of mail per trip. It looks as though as soon as business is developed
and we get it publicized and advertised that it will be good business.

Mr. Ross: Where are your landing facilities in New York?

Mr. CoLyer: We are using La Guardia airport.

The CuARMAN: You now charge 45 cents per mile?

Mr. CoLyer: Yes, that is right. The contract with the Post Office Depart-
ment requires that we carry up to 100 pounds at the contract rate, even though
the amount of mail has gone over the 1,000 pounds.

Mr. Nicmorson: What is the policy in connection with issuing passes? I
know that members of parliament are not entitled to passes. What is the policy
on the T.C.A. with respect to passes?

Mr. Corver: We do not issue any passes.

Mr. Szaw: Do you issue any special rates to certain classes?

Mr. Covyer: No, sir.

Mr. Ross: I presume the postmaster-general would be entitled to a pass?

Mr. Covuyer: That is provided for in our contract with the Post Office

Department. When he is on business for the postal service he ean use our

service. I think we gave you an outline before the committee here last year
In regard to passes. As far as the public are concerned or anyone outside we
have no passes.

Mr. Hanson: Does the Post Office Department grant passes to more than i

the postmaster-general? For example, the inspector of postal serviee?
Mr. Couver: If he is travelling on air mail business yes, sir.
Mr, Lockmarr: I should like to inquire into the statement made by Mr.

Pouliot. At least, the newspaper statement has indicated that it was known 3
latterly that feeder lines have apparently been passing into the hands of the

other trunk railways. That would mean then that we are going to eliminate

the difficulty that developed with the two trunk lines when the truck companies j

and buses moved into the feeder field. In this case with the air lines in the

hands of the two railways that situation is to be eliminated in the future so

far as air ways are concerned. In other words, the two trunk railway systems
will be in control—the Trans-Canada Air Tines will control the trunk lines

across Canada and the feeder lines will be under the control of the other trunk _ 

lines or railway lines. That is, apparently, what has developed.

W1
|
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Mr. CoLyer: One would get that impression.

Mr. Lockuarr: That appears to be the true situation.

Mr. CoLyer: So far as I know.

Mr. Pounior: Last year in the estimates the item for air service was
increased from $2,250,000 to $4,500,000; do you remember that?

Mr. CoLyer: For air services?

Mr. Pourior: For air mail.

Mr. Couyer: No, it was increased to about $3,600,000.

Mr. PouLior: Yes, but the amount mentioned in the estimate—I have not
got the book here—

Mr. Conyer: You are correct, sir.

Mr. Pourtor: The amount mentioned in the estimates was twice as much
as the previous year. 5

Mr. CoLyer: Yes.

Mr. Povrior: And was that on account of the fact that the amount of
mail was twice as large or because some help was needed by the company for
the purchase of new planes or other equipment?

Mr. CorLver: No, we do not buy our aircraft or any of these other items

out of our earnings; they come from the capital account which is voted by
parliament.

Mr. JackmaN: Where is that item?

The CuamrMAN: We have not come to it yet. We are out of order.

Mr, JackmaN: May I ask this question: is it not so that the use made
of the air lines for expediting the war effort could stand a much higher charge
than is made both in connection with passenger rates and air mail rates?

Mr. Conyer: I would not know the answer to that; but the law under
which the T.C.A. was created said that the rates would be competitive with
those in the United States, so we are merely carrying out a law of parliament.

Mr‘, JACKMAN:' A law that the Dominien of Canada has made.

- Mr. Dox~NELLY: I move that we meet this afternoon at 4 o’clock.
The Cmamrman: In the course of our procéedings we will have some

dispussion on the postal service and I think we ought to have some represen-
tatives from the Post Office Department here, so we will get them here.

The committee adjourned to meet at 4 o’clock.

AFTERNOON SESSION

The committee resumed at 4 o’clock.

The CHAIRMAN: Order. When the committee ros had: §

_ , se for lunch I
finished the first part of the Trans-Canada report, and we had hog:d ltac‘)dh]:'sz
the Post Office officials with us for the afternoon session. We expect they will
be here in a few m}(])rrllgn:,}sl. If any }natters come up for which their presence is
necessary we can ho em over for a few minutes. Have v
discussion on these first two pages? r e T S

Mr. Jackman: When the committee -rose we were discussi 7
not war traffic on the T.C.A. would stand a substantially hciugslilz?gr:rtge’tﬁgi 2;
presently charged, both in regard to passengers and mail. In other words ﬁrhat
I should like to see done in connection with T.C.A. is some reasonable limi’tation
to the expansion of the service in war time. One way of doing that. of course
would be to charge a higher rate so that only those who rgally ;equire tLhé
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service would make use of it. I understand that in'the United States, for
instance, the expansion of the air lines has not gone on in an unbounded fashion;
but on the other hand it has been more or less subjected to a pro rating because
of the fact that the planes, particularly the larger ones, are so badly needed for
overseas.

Did not the manager say that the so-called war traffic would not stand a
very substantially higher rate? Why is it not done in order to help eliminate
some of the traffic which is merely cluttering up the lines in a time of war.

Mr. CoLyer: Well, as I said this morning the Act which set up Trans-
Canada Air Lines specifies the rate charged for passenger traffic will be
competitive with that of the United States air lines. So it will be necessary to
amend the Trans-Canada Act to put in passenger fares in excess of those now
being charged.

Mr. JACKMAN: An amendment to the Act would not be insuperable.

Mr. Couver: That is government policy.

Mr. JackMAN: It would not be insuperable if the committee were agree-
able to the contention which I have advanced.

Hon. Mr. Howe: As I understand it, you think we should reduce the
number of planes?

Mr. Jackman: You were not here this morning, Mr. Howe.
Hon. Mr. Howe: No, I am sorry, I just came in.

Mr, JackMAN: My contention is we should not encourage these services in
war time except for war business. About one-third of the business, according to

the best estimates the department can make, is not what you would call war

business, either passengers or mail. One way of cutting down that traffic, so
that you will not have to order new planes and thus detract from the war effort
would be to raise the rates both on passengers and mail. I can hardly conceive
of anyone who has any important business on war contracts and who want
to get a letter down here in a hurry not being willing to pay a fairly large
increase in the present rates, which are really very cheap competitively with the
ordinary mail and ordinary transport on the railways. »

Hon. Mr. Hows: My suggestion would be that we are able to offer a:low
rate through having the volume of traffic. Raising the rates would probably
decrease the traffic and so that the government would not be any further ahead.

Mr. JackmAN: That is exactly what I want. I want the traffic decreased. =

Hon. Mr. Howe: All right, decrease the traffic, if you can get them all in
one plane and get them to go at one time. We are using in the service about
twenty planes that we own. Twenty airplanes at the present time are less than
one per cent of the planes we own in Canada.

_ Mr. Jackman: That is counting planes that we have for protection, if you
like. These are very valuable planes. What I do not agree with is the attitude
of the iovernment- in encouraging this service and in requiring these very large
planes Which could be made into bombers or when the order was placed the same

amount of many hours in American factories could have produced bombers. I
feel we should not create a demand for or encourage this kind of thing at the
present time. Naturally the Post Office wants to make a profit out of its air

mail, and the line itself wants to make a profit from the passenger service. But

we are not interested in passengers just now; we are interested in getting as 4
many planes across the Atlantic as possible.

Mr. Couver: T might say this, Mr. Jackman, when these planes were
ordered and when they were built the factories were able to manufacture these -
in addition to those they were manufacturing for the United States and Great
Britain. They definitely assured us of that. At the time these big aircraft that
you are talking about were built—and it was a year ago—it did not interfere
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with any orders that they had from Great Britain or the United States. It so
happens that the situation in that respect has materially changed since. They
do have orders now for much larger quantities of military aireraft, but not during
the summer of 1940 when these planes were ordered.

Mr. Jackman: In that case the fault would probably lie with the allied
purchasing commission or whatever they call it in New York which had not
placed orders to use all the available manufacturing capacity of these American
plants. However, if it were not detracting from the number of planes which
go across the ocean I would not object so much.

Mr. CoLyer: I am certain that is the case. It did not affect the number
of bombing planes delivered to Great Britain or the United States at that time.

Mr. Jackman: I shall have to accept the statement and I am very glad
to have it.
_ Hon. Mr. Howr: We are in exactly the same position as the United States
In ordering new equipment. The orders of the United States air lines were
reduced to one-half; ours were reduced the same way. As a matter of fact, we
have no orders in. We have equipment enough on hand now to do us for a
while. Expansion is still going on in the United States, of course.

Mr. JackmaN: It has been restricted.

Hon. Mr. Howe: Expansion is not as rapid as it would be if there was
no war; but expansion is still going on.

Mr. Jackman: We have been doing a wonderful job on this T.C.A. as a
peacetime job. The expansion has been simply amazing and the profit is
very good looking; but I should hate to think it was at the expense of our
contribution to the war effort. '

Hon. Mr. Howe: We have very few people travelling in Canada for
pleasure. 1 doubt if anyone travels to-day that is not directly or indirectly
on war business.

Mr. Hazen: We were told the percentage was between 60 and 75.

Mr. Ross: Direct. How about indirect business?

Mr. Jackman: There is a lot of trotting about in these planes by people
not on war business.

Mr. Coryer: I think it is quite evident to most anyone who travels that
you find the number of lady passengers on the aircraft in the United States
runs to probably 30 per cent or 40 per cent of the total passenger load. Tt is
seldom that you have women passengers in Canada of more than one in ten,
probably not more than one in 25, which is an indication that the people who
are travelling are definitely on business or pretty much so.

Mr, Jackman: I wonder if we can have some information of what the
expected policy of the T.C.A. will be for 1941. You have just got six new
planes. The Minister of Munitions and Supply just stated that they should
do for a while. What is the policy, let us say, for 1942 and 1943 if we are
still in the war? Are you going to try to push this service on and expand it
as you would in peace time or have you reached the pldce now where most
of the travel on war contracts—that is, most of the increase in travel on
war contracts—has ceased? Will you go on and expand it next year or will
you only purchase the planes you require for replacement purposes: ?

Hon. Mr. Howe: I think we will have to say government policy will be
made known in due course. I do not think anyone can plan a year ahead on
anything. o

Mr. Jackman: I am not necessarily asking about government poli
have been told about the increase in traffic. ng theregSh()uld enott pl;);mg ’mXﬁ
greater increase in traffic in 1941 in connection with the war than there is
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to-day—you will expect to reach your peak in the labour situation some time
this fall—

Hon. Mr. Howr: We will naturally keep our airplanes in proportion to
the traffic that warrants. In fact there is no indication that the traffic is not
on the increase at the moment.

Mr. JackmaN: Is not on the increase?

Hon. Mr. Howe: Yes.

Mr. JackMman: You are encouraging it all the time. As I mentioned here
this morning, on the royal mail buses in Toronto you see little placards saying
“feed the war effort; use air mail.” People who see that are just ordinary
people. Business men are acquainted with the service as given; they do not -
need any encouragement. But the ordinary person is led to believe that he
will be helping the war effort by purchasing air mail stamps. You are
encouraging the bulk of your air mail from substantially those people, and
there is no connection whatsoever with the war there.

Hon. Mr. Howre: We have ample capacity to carry mail and to carry
passengers and we will be glad to have the business. The Toronto citizen
would be glad to have the service if he knew how good it was.

Mr. Jackman: When your capacity gets up so high you may want a new
plane or two. I do not think we should get any more planes now.

Mr. Covyer: Is it not proper to try to increase government income at
the present time? That is what we are doing by promoting this air mail service.

Mr. Jackman: Not at the expense of buying planes which are needed
overseas.

Mr. Coryer: We are encouraging people to buy stamps.

Mr. Hazen: Are your not cutting into the Post Office service by these =
placards? g

Mr. Couyer: I am sorry if I said something out of turn. As we see it an
increase in traffic on the air lines helps both us and the Post Office Department.

Mr. Hazex: If this mail was being carried by the railways they would be
getting a certain amount of money they are not getting now.

Mr. CoLyEr: Just half as much as if it goes by air. The Post Office income '~ ‘

from air mail letters is twice as much as if it goes by ordinary mail.

Mr. Hazen: But it does not cost as much to carry it. Does it cost them
half as much or less by mail than by air?

Mr. Coryer: I could not answer that.

Mr. Hazex: You used the words “60 cents a mile.” Is that 60 cents a

hundred or what is it?
Mr. Conyer: Sixty cents for all mail.
Mr. Hazex: A hundred pounds? !
. Mr. Couyer: No, for any quantity. We carry over a thousand pounds i
similarly. The 60 cents covers that. _
Mr. Hazen: All the mail that can be put into the plane you will carry
at 60 cents a mile irrespective of weight? ‘
Mr. CoLyer: Yes, sir.
The Cuamrman: 1 might suggest to the members of the committee we

would be in a much better position to deal with this question of air mail if we
heard Mr. Coolican and Mr. Herring who are here. ' '

Mr. NICHOLSOI?I: On page 6 we have the number of pounds carried per
month; I wonder if the members of the department could tell us what the
picture is since the beginning of the present year? Are we having a similar
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increase? Is there to be an increase in the amount of mail carried in 1941 as
compared with 19407

Mr. Coorrcax: . I can give you figures for the calendar year 1940. I was
rat{xer quickly notified to come up here and I have not got the figures I intended
to have.

In January, 1940, as compared with January, 1941, the gross weight of mail
carried in January, 1940, was 64,880 pounds. In January, 1941, the gross
weight carried was 82,920 pounds.

For the total year, 1940, the gross weight carried was 927,037 pounds. For
1941 we can only give you three months.

Mr. Nicaorson: Have you February and March there?

Mr. Cooricax: February and March?

Mr. Nicmorson: Of 1941.

Mr. Coorican: Yes. 77,952 pounds for February and 89,745 for March.
Now, in February, 1941, as compared with 1940, we went up to 82,487 pounds.
In March it went up to 91,453 pounds. I have also the figures for April. In
April it went up from 57,295 pounds in 1940, April, to 99,071 in April, 1941.

Mr. HansoN: What was the total subsidy for 1941 paid by the Post
Office Department to the Trans-Canada Air Lines?

Mr. CooricaN: The total amount paid in 1940, the calendar year, was
$1,854 074.

Mr. Nicmorson: Have you any way of estimating the amount of revenue
~in the department? J

Mr. Coorican: Yes. I beg your pardon; I want to make a eorrection. The
actual total cost for the calendar vear, 1940, to the post office department is
$2,832,363. :

Hon. Mr. Howr: That is for Trans-Canada?

Mr. Coorican: That is Trans-Canada only. The revenue from that
during the same period was $1,854,074.

Mr. Hazen: Is that the total amount you received for mail—$2,832,000?

Mr. Coorican: That is the cost?

Mr. Hazen: The figures you just gave us?

Mr. Coorican: Yes; the cost. :

Mr. Hazen: That is the cost of carrying the mail?

Mr. Coorrcax: That is the cost of carrying the mail, yes. That is the
amount of money we pay to the Trans-Canada Air Lines for carrying the
amount of mail from which we obtained a revenue of $1,854,074.

Mr. Nicmorson: What difference would it make to the revenue if the
rate were reduced from 60 cents to 45 cents?

: Mr. Coorican: T have not got any comparative figures for what I have
given you, because the mileage is constantly increased and the amount at 45

cents decreases the amount you pay; not on the same comparative mileage, it

is a greater mileage for the coming year.
Mr. HazeN: You say that is the amount of money we pay?
Mr. CooricaN: To the post office. .
Mr. Hazex: Could you tell me how much money the post offi
collected from the people who sent that mail? a R e S
Mr. Coorican: $1,854,074. <=

Mr. Hazen: In other.m'ords, it cost you more to send it than you received?

Mr. CooLICAN: Certa_mly. That is understandable because it is well known
that we have not yet arrived at a volume of mail which will equal the cost of
operation. It iz coming up remarkably fast. g
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Mr. Hazen: What was the amount you mentioned?

Mr. Coorican: $1,854,074 in the calendar year 1940.

Mr. JackmaN: Is that amount all reckoned from the sale of air mail stamps?

Mr. Coorican: From the weights of the mail.

Mr. JackmanN: How do you get the revenue received from the air mail
stamps?

Mr. Coorican: The only mail carried on the Trans-Canada is first-class
mail, and the number of letters to the pound runs about 45 or 50. The rate is
6 cents for the first ounce, but out of that 6 cents there is the cost of the ordinary
handling of the mail, and out of that 6 cents we allow 4 cents for the air mail,
leaving the other 2 cents for the cost of carrying in other parts of the service.

Mr. JackMAN: In other words, this amount of $1,854,074 multiplied by 3
over 2 would be the total sale of air mail stamps.

Mr. Coorican: Put it this way: We estimate $2 a pound.

Mr. Jackman: You estimate your revenue on the poundage of mail?

Mr. Coorican: On the poundage of mail.

Mr. Jackman: And not on the sale of stamps?

Mr. Coorican: Well, the cost of computation would be a little bother.

Mr. NicroLsoN: Assuming you have an increase of 65 per cent in 1941 as
compared with 1940, with the reduced rate what are the possibilities of breaking
even for the present year? £

Mr. Coorican: Well, Mr. Herring will probably explain that.

Mr. Geo. HeErriNG: The best way to determine how soon we will arrive at
that is to complete the amount of mail we still require to make ourselves self-
supporting. When this statement was prepared it was down to the middle of
last year, and we were optimistic when we said there was a 4 per cent increase
in the volume of mail. We kept a close watch on that expecting at any minute
to find that we were much too optimistic. We kept that right up to date. We
got the whole of 1940 and we got it for the first four months of 1941. Basing it
on the original estimate that we would obtain the same rate of increase this
statement shows that in the month of April had we maintained the 4 per cent
Increase we would have required 529 pounds per day to make us self-supporting.
The actual figures, based on the known results for April, show that we still
required 308 pounds instead of 529. There has been a most phenomenal increase
in thg support of air mail. We have a gross which shows that with the 4 per
cent increase per month between October and November of this year we would
have been over the top. With the reduction in the rate from 60 to 45 cents

and the increase in the expected rate of growth it looks to me as if we are going :

to hit the even somewhere round about J uly or August.
Mr. NicuovLson: That is the information I wanted to get.
Mr. Donnerny: Did I understand you to say that though you took the

6 cents for each letter you applied 4 cents of it to the plane carrying the mail
and 2 cents of it for the handling of the mail otherwise?

Mr. HerrING: That is correct.

Mr. DoxyeLLy: If you took the full 6 cents for carrying the mail you would
practically break even during the past year?

Mr. HerrinGg: W, e would have been over the top long since, but you cannot
do that because there is always a certain amount of expenditure in connection
with the handling of mail at the post office.

Mr. Nicuorson: Some of the letters go part way by train?

Mr. HerrinG: Yes.

Mr. Hazex: Have you the figures for the cost of carrying mail by rail?
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Mr. Coorican: Yes, but the rates on railways are space-mile rates. There is
a 4 cent a mile rate for 3 feet in a baggage car, and we put into that 3 feet as
much as we can. It is 35 cents per mile for a full railway mail car.

Mr. Hazex: That would hold considerably more.

Mr. Coorican: Oh, yes; there is really no means of comparing that with
the amount carried by air, because it contains all kinds of mail, like newspapers,
plarcels, third-class matter, and so on. On Trans-Canada we carry only first-
class mail.

b er Hazex: Have you noticed any reduction in the amount of mail carried
y rail?

Mr. Coorican: No.

Mr. Hazen: Since Trans-Canada came in. _

Mr. Coovican: No. Say we carry half a ton a day by air, or approxi-
mately that, each way; distribute that over miles of railway mail cars with

different kinds of numbers and you have nothing upon which to base an
estimate.

Mr. Hazen: I suppose Trans-Canada has affected to some extent the
revenue derived through the carriage of mail by rail?

. Mr. Coonican: I would not say so because most of this air mail business
18 really new business because of the speed involved.

Mr. Hazex: Would not such people be inclined to send it anyway?:

Mr. Coonican: Certainly.

Mr. Hazex: Well, then, would not that revenue derived from the mail
enure to the railways?

Mr. Coorican: Yes, if you can distribute that half a ton per day each way
over the 18,000 miles of railway. I do not think it would be worth while getting
these figures out. I suppose we could.

"~ Mr. Hansox: The figure you gave us was based on the 60 cents per mile
rate?. That is what we were paying last year.

Mr. Coornrcan: It costs 60 cents per mile by air.

Mr. Haxson: It is now reduced to 45 cents?

Mr. Coouican: It is now reduced to 45 cents, yes.

4 ?Mr. Haxson: And the figure you gave us is based on the 60 cents per mile
rate?

Mr. Coornican: For the year 1940, yes.

~ Mr. Hanson: If that were 45 cents per mile there would be a different
picture?
Mr. Coorrcan: Oh, yes.
Mr. Hansox: You would just about break even then?
5 qu;]. Mr. Howe: What is the average cost of a letter first-class moving
y rail?

tMr. Coorican: Out of 3 cents charged we figure that we make a clear 1
cent.

Hon. Mr. Hows: So that when you only give the air lines credit for 4 cents
You are sort of doing the post office a little bit?

Mr. Coonican: A little reserve.

Mr. NicuorLsoN: In connection with the figure of $2,832,000 does that

iSrthtUde payments made to the United States-for air mail carried to the United
ates?

Mr. Coorican: Noj; the figures T have given you apply only to the Trans-
Canada Air Lines.
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Mr. NicaoLson: For letters carried within Canada?

Mr. Coorican: For letters carried within Canada by the Trans-Canada.

Mr. DoNNELLY: Mr. Chairman, is anyone in the railway company able to
give us an estimate of the effect that Trans-Canada carrying this mail has had
upon the revenues from telegraphs?

Mr. Huxcerrorp: It is very difficult to say, sir. There has been a certain
falling off in the night-letter business, but the other business has increased.
It is practically impossible to say what the effect is. It probably had some
effect, more particularly on night letters.

Mr. DonnerLy: It likely affected telephones too.

The CuArRMAN: Is there any further discussion on this report?

Mr. MayBank: Did I get clear from Mr. Howe’s question to you, Mr.
Coolican, that you have six cent postage in the case of air mail and three cent
postage in the case of mail that goes over the railroad; and in the one case you
figure on a cent going to the post office, but in the air mail case you figure on
two cents going to the post office. Of course, that is just a matter of accounting,
but is that right?

Mr. CoorLicAN: Yes; we attribute four cents to the air mail out of the six.

Mr. MAYBANK: Just keeping two cents for the other post office work?

Mr. CooricaN: Yes.

The CHAIRMAN: Are you all through with the first part of this report? If
g0, we will move further on.

Mr. JackmAN: No.

Mr. NicuHoLsoN: Mr. Chairman, I asked a question this morning with regard
to passes. There was some conversation up in front there that I did not follow
very well. Did I understand that passes were given to certain postal authorities
in connection with the T.C.A.?

The CuAIRMAN: The postmaster general. :

Mr. Coryer: We require under our contract with the Post Office Department
to furnish transportation to postal officials travelling on air mail business.

Mr. NicrorsoN: I thought your first answer was that you said there were
not any passes. :

Mr. Couyer: I said there were not any passes as we ordinarily think of
them to the general public; that is, to those not connected with the operation of
the Trans-Canada Air Lines. We have a statement here that I think might
probably answer all your questions. We prepared a similar statement at the
committee hearing last year. The situation today is identical with what it was
a year ago.

Mr. Nicmoruson: This is my first year on the committee. :

Mr. Jackman: I suppose the operating capacity of the planes has been at
an exceptionally high rate. Last year I think it was given in the report, or
we had it in evidence anyway. How do you compare now with the American
lines? T suppose you are very much higher.

Mr. Couyer: That is, our load factor?

Mr. JackMAN: Yes, the load factor.

Mr. COLYER.: We have the figures for April, last month. The load factor
on the trans_contmental was 74 per cent, which I think is considerably above
the average in the United States.

Mr. Jackman: That is not much better than last year, is it?

Mr. Covyer: No. But when you are up around 70 to 75 per cent on a
transcontinental line nearly 4,000 miles long, that is about as many passengers
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as you can carry, because they are not all going from one end of the line to
the other.

Mr. Jackman: Does that represent passengers only or the total available
space on the plane for air mail and express? Is 74 per cent merely passengers
or is it mail space?

Mr. Couyer: That is what we are speaking of entirely, passengers.

Mr. JackMAN: Passengers only?

Mr. Couyer: Passenger space is what we are referring to.

Mr. JackMAN: How are you on the air mail end of it?

Mr. CoLyer: On some trips we are loaded right up to capacity with mail
and express.

Mr. JackmaN: You do not keep statistical figures on that. I suppose it
is not quite so easy. It is easy to find out how many vacant seats there are,
but it is not so easy to see how much cubic capacity there is.

Mr. CoLyer: You could get yourself into a lot of statistics to try to do that,
but it would not mean anything. We have got definitely a certain number of
seats available there, and the amount of space that is available for mail and
express varies from trip to trip and is tied in with weather conditions or airport
conditions and various other factors such as the amount of gasoline that you
have to carry on the plane to go between certain points, which will vary from
day to day, so that it will be impossible to keep accurate figures as to the
percentage of capacity for mail and express load.

Mr. Hazen: Who holds the shares of the stock in this company?

Mr. Coorer: The Canadian National Railways company.

Mr. SEAw: I note that certain municipal airport facilities are used by the
T.C.A. What type of contract is entered into in this regard where they are
using municipal airports?

Mr. CoLyERr: Prior to the outbreak of the war, T.C.A. had contracts with
different municipalities for the use of their airports. At the present time the
government has taken over all the airports, so that our contracts now are with
the Department of Transport, who control all of the airports that we use.

Mr. Saaw: This report, therefore, would not be entirely correct in stating
that they are using municipally owned airports?

Mr. CoLyer: Well, some of them are still municipally owned but controlled
by the dominion government. I think that is correct.

Mr. MayBank: They have turned them over generally at a dollar a year
to the dominion government?

Hon. Mr. Howe: Yes.

Mr. Smaw: What I was getting at was what consideration is given to the
owner for the fact that we have expropriated them for the duration of the war?

Mr. CoLver: We pay the Department of Transport and they in turn—I
do not know just what they do.

Hon. Mr. Howr: The Department of Transport pays all the operating
€xXpenses of airports and usually extends the facilities of the airport at the
€xpense of the federal government. I do not think any municipalities will be
;ny the worse for our having taken the airports over for the duration of the

ar,

Mr. MayBaxk: You add to the value of them all?

Hon. Mr. Howe: We add to the value of the airports very greatly.

© Mr. MayBank: And they will get a dollar a year and get them all back?

Hon, Mr. Howr: After the war.
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Mr. MavyBank: With whatever you have put into them?

Hon. Mr. Howe: Yes.

Mr. MayBank: Is that not the idea?

Hon. Mr. Howe: Yes, that is the idea.

Mr. SEAW: And again where they are using certain intermediate emergency
fields in connection with T.C.A. operations as well as the British Commonwealth
Air Training Scheme, how do they determine the costs that are to be charged
against the Department of Defence or the Department of National Defence for
Air and the T.C.A.?

Hon. Mr. Howe: The T.C.A. pays nothing for emergency fields. They do
not use them except in grave emergency. They were all installed by others,
either municipalities or the federal government But T.C.A. never has paid for
the use of these fields.

Mr. Pourior: Mr. Coolican, do you know anything about the ownership
of the feeder lines? Do you know if the stock is controlled by the C.P.R.?

Mr. Coorican: No, I do not know that.

Mr. Pourtor: You do not know that?

Mr. Coorican: No.

Mr. Pourtor: Could Mr. Howe tell us something about that.

Hon. Mr. Howe: I only know what I have read in the press. I understand
that the C.P.R. have—in fact, Mr. Beatty published in his annual report that
he had bought control of several lines. One I think is the Mackenzie Airways
and another is Starratt Airways; and I think there is a third that he has bought—
the Yukon Southern.

Mr. MayBaNk: Would not the organization of the T.C.A. have knowledge
of all the other flying companies, or at least some knowledge of all the other
flying companies in Canada, Mr. Chairman? Would you have knowledge of
organizations that might become competitors?

Mr. CoLyer: I would expect that we would. Of course, at the moment—

Mr. MayBanNk: Can you not describe what has been going on recently
with reference to the purchase of @ number of these companies such as Mr. Howe
has mentioned, leading, it would seem, to a straight across-Canada competitive
route being established by the C.P.R.? Surely you are alive to that, I fancy,
Mzr. Colyer.

Mr. Coryer: I had not heard anything to the effect that the C.P.R. was
starting to operate an east to west route across Canada.

Hon. Mr. Howe: We are protected against that by legislation. The
Trans-Canada Act provides there can be no competitive route against Trans-
Canada.

Mr. Maysank: While the Act may provide that, is there not, as a matter
of faet, going on at the present time a movement directed by the C.P.R. which
Woul?gl seem to indicate that some form of competition along that line is under
way i

Hon. Mr. Howe: I would not think so, no. I see no evidence of it. These
routes are really north and south routes; and while they are competitive one
with the other, I do not think any of them are competitive with the Trans-
Canada.

Mr. Couyer: They are feeders of our line.

Mr. MayBank: At the moment they are feeders.

Mr. CoLyer: They are bringing in traffic to the Trans-Canada.

Mr. MayBank: What would it take to connect them up?

Mr. Couyer: It would take another transcontinental route.
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Mr. Maysank: Would it really take a transcontinental route? Would it not
be really filling in a few gaps?

Mr. CoLyer: No.

Mr. MayBank: That is not so?

Mr. Couyer: I do not see where it would.

Mr. MayBank: I am just asking for information. I do not know. Cer-
tainly there is a great deal of current talk to the effect that the C.P.R. has some
such plan. Had you not heard it?

Mr. CoLyer: Yes. I have heard rumours to that effect, but I do not see
any evidence of it.

Mr. MayBank: You just do not see any evidence of that?

Mr. CoLyer: No.

Mr. Maysaxk: That there is any such build-up?

Mr. Couver: I just cannot see it unless government policy would be to
set up two continental routes.

Mr. Hansox (Skeena): They would have to obtain a charter from the
federal government.

Mr. Conyer: Under the law they would have to obtain a charter from
the government or from the Board of Transport.

Mr. Maysank: The C. P. R. has sometimes been called the government
on wheels, although I do not think it has been so in the last seven years. I
will not go beyond that.

Mr. Jackman: I will go beyond that for you.
Mr. MayBaNk: Another gentleman says he will go further.
Mr. Sissons: Would it not have been felt in the interests of the Canadian

National to have acquired those feeder lines, Mr. Chairman? Was there any
attempt made by the Canadian National to acquire those lines as feeders?

Mr. Coryer: I think Mr. Howe should answer that.

Hon. Mr. Hows: I was just reading from a portion of the presidential
address of the president of the Canadian Pacific railway. It says:—

“None of these companies,” the president stated, “are engaged in
services which are competitive with those of Trans-Canada Air Lines,
but they perform valuable functions complementary both to the services
of that company and those of your railway.”

Answering your last question, it was never the intention to make Trans-
Canada Air Lines anything other than a trunk line service. It was never
the intention to close out private enterprise from the functions that it was
serving at the time that Trans-Canada was organized. The purpose of the
line was to form a connecting service from one coast to the other, into which
Private services can feed their traffic or take traffic to distribute to more
and more areas. It is still the view of the management, I think—and it is
my own view—that it is not wise to undertake any service which is not up
to the standard, or cannot be brought up to the standard of main line opera-
tion and such international connections as Canada is called upon to operate.

Mr. Sissons: Take the Yukon Southern; they are running to Alaska?

Hon. Mr. Howr: That is in a little different position. It was always the
Set intention of the Trans-Canada to operate that when it became an interna-
tional route. We believe that some day it will become an international route.
~P to the present time there are no air fields in that country. Tt would be
Mpossible to operate that type of equipment that Trans-Canada uses; but
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air fields are being built, and it will, in a year or so, become possible to
operate with that type of equipment. Then the question will come up as to
whether it should be operated by Trans-Canada or a private company. In the
meantime the service is only from month to month; that is, the contract with
. the Yukon Southern is only from month to month.

Mr. Maysank: What contract is that? You say the contract is only
from month to month. That is a contract between whom?

Hon. Mr. Howr: Between the post office and Yukon Southern.

Mr. Sissons: Now, is not the Yukon-Southern growing too fast; would
it not come under the control of the C.P.R. as soon as that passes out?

Hon. Mr. Howe: We had better say that while the Yukon-Southern majority
stock is owned by the C.P.R. there is still a private interest in the Yukon-
Southern.

Mr. Gray: Well, the matter referred to by Mr. Maybank and Mr. Colyer,
that there is no fear of it competing with Trans-Canada by means of these
northern routes being bought up by the C.P.R.; is there not a real danger when
it comes to the calling of contracts for your post office mail earrying that you
will get to a point where you have no competition in bids? .

Mr. Maysank: Would you not have that difficulty now?

Mr. Coorican: The Act protects the Trans-Canada.

Mr. Gray: 1 appreciate that, but how:are you going to protect your
north-south routes?

Mr. Coorican: Of course, there is the danger there to the T.C.A., say
if any other company took over a possible operating of a number of routes,
operated by a private company or somebody else—well, that is a matter of
business, I think; if T.C.A. when it takes over the main thing will take over
the rest of it, we will endeavour to find some other way of operating with
these other companies.

Mr. MayBank: That is notice to the competition through the organization
which at the moment may have a monopoly; is that what you suggest?

Mr. Coorican: Not exactly that way; the country is liable to develop in
such a way that some part of it may obtain an importance which may require
a better performance than can be found amongst the small privately operated
companies. When that time does come of course we have to consider how the rest
of the service may be tied in to it to establish a competent service.

Mr. McCuLroca: What is the situation with regard to the airport at
Sydney?

Hon. Mr. Howr: I think the airport is completed. I understand that
radio beams are being installed at the present time and should be ready
by August or September perhaps.

Mr. McCurrocu: Will air mail be taken from Sydney?

Hon. Mr. Howr: I think it is the intention to extend the mail service .to
Sydney.

Mr. McCurrocu: I think at that time they would have that field at New
Glasgow ready.

Hon. Mr. Howe: I cannot say as to that.

_ Mr, McCurrocu: I understand the Post Office Department would get
quite a revenue from the towns along the way from Sydney to Halifax.

Hon. Mr. Howr: A considerable expenditure has been made at New
Glasgow, but T am not sure just when that will be completed.

Mr. McCurrocu: There has been about $25,000 spent on it now.

Hon. Mr. Howr: Yes.

ghn© 3 L2
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Mr. McCuLrLocH: And, of course, the town of New Glasgow bought the
land with the understanding that there would be an airport put there.

Hon. Mr. Howe: Yes.

Mr. McCurrocu: And I think the town of New Glasgow is growing so
fast now, due I suppose to the war, that it will be necessary for an airport of
some kind to be put there, even if it is one of the smaller type.

The CuamMman: Shall we proceed with the balance sheet?

Mr. Nicaousox: I had a question about passes some time ago and I
understood there was to be a supplementary statement.

Mr. Excrisa: Shall T read this?

The Cuamrman: Yes, whatever the answer is.

Mr. Encuisa: It is quite long. It is a statement prepared in the same
form as was submitted to the committee last year.

TRANS-CANADA AIR LINES
Nox-REVENUE PASSENGERS, 1940

b The issuance of free transportation on Trans-Canada Air Lines is governed
Ve
1. Regulations promulgated by the Board of Transport Commissioners for
Canada.
. Contract with Post Office Department.
. Arrangements with Department of Transport in regard to use of airway
facilities and weather service.
. Regulations of the Company which provide that:—

(a) Free transportation is issued on a space available basis, ie. a
holder of free transportation must make way for a revenue passen-
ger even at an intermediate stop before final destination.

(b) An employee is allowed one vacation pass for self and one for
one dependent member of family per annum.

The statement which follows gives the number of non-revenue passengers
carried from January 1, 1940, to December 31, 1940. It does not include members
of flight crews, air engineers, radio technicians, or other operations personnel
Whose duties require them to ride the aircraft for the protection of the service.

Employees of Department of Transport on business relating to

W N

'S

O T A AT ORI b o BN & e oot v R o P A s 3 . o ST s P B 805
Vacation passes, T.C.A. employees .... ... cvcioueiiiiiaiiainiinn 784
acation passes, dependents of T.C.A. employees .................. 688
T.C.A. employees on Company business ......ccocoeivviviiiviass 440
Children, two years of age or under, accompanying revenue passengers 249
Employees of Post Office Department on business relating to air

MGAL: HOEVIEON | arals i 5o s SR MRS A0S FRA s Glhrambe evaiars Ny o e oye W e 47
Courtesy trips to members of the Press .......... B e Bt 85
Employees of Canadian Broadcasting Corporation on plane-to-ground

e Lo T e S e N A K R AL R B R Wi L o 1 W T 3
Employees of National Research Council on test flights .......... 10
Employees of airplane and engine manufacturers on test flights .... 29
Courtesy trips to municipal airport authorities .................. 3
Employees of British Overseas Airways Corporation re Trans-

I IPNETCIBET VAR, hee 3o ante nio s e B N o el SR S L 4
Employees of Civil Aeronautics Authority on inspection flights..... 5
TP EOBER oo s it veni A LT MR b s A T o § e Ly 1 e S AN TR W Sl 1

ROEALS: 3ot T s 5o, T W A 5% I oS R e bFe Tt B (IR el k. 3,153

Z‘lrtei] have to report that to the Dominion Bureau of Statistics in that form,
e ough it actually is not free transportation; a child of two years of age is
Tried free providing it is accompanied by a parent.
272054
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M. Pourior: Is there a radio beam all the way through the system?

Hon. Mr. Howe: Yes, everywhere Trans-Canada goes.

Mr. Nicuorsox: This is a very different picture from what I got this
morning when I asked my question. I understood there were no passes granted.
I wonder what the explanation is? :

Mr. Coryer: T.C.A. does not grant passes to outsiders, those not con-
nected with the company’s operations.

Mr. NicaorsoN: I knew that members of parliament were not granted

passes. That was stated this morning. This is the information I wanted to

get this morning and I understood from the remarks made then that there were
none of these passes being granted. I do think as a matter of policy it would be
wise not to issue any passes. These departmental officials who are travelling
on business have expense accounts and I think could very easily arrange with
the department to have expenses paid in connection with travel by air. 1 wonder
if there is any explanation now as to why so many people were carried free on
these lines?

Mr. CoLyer: It appears to the management of Trans-Canada Air Lines
that it is proper to grant employees of the Department of Transport space-
available passes when it is necessary for them to travel in connection with
airport and airway matters on Trans-Canada Air Lines. The Department
of Transport provides us with our airways which we use across Canada and
its own employees visit the airports in connection with matters relating to
them. It seems entirely proper that we should give them space-available
transportation. In other words, if there is somebody there who wants to buy a
ticket why the government representative cannot go. In fact that applies to
Trans-Canada Air Lines’ own employees when travelling on the business of
the company; if an air passenger shows up for a seat the company empoyee
waits, or if 1t is necessary that he go immediately he travels by train. In other
words, whenever there is a passenger for an available seat on an airplane the
seat is sold. : ;

The CralrMaN: In other words, you only allow them to oceupy spare
space?

Mr. CoryeEr: That would otherwise be thrown away, yes.

Mr. Ross: That applies to vacation passes too?

Mr. CoLyer: That is right. I might also mention this as happening on
several occasions, that Department of Transport employees when it was neces-
sary for them to get from one place to another buy up space in order to get a
seat for that particular trip. :

Mr. MayBaNk: And that does not alter the picture at all for the people
of Canada, except that just one passenger less was available for revenue
purposes.

Mr. Coryer: That he had business which in his opinion warranted the
expense.

Mr. Maysank: But the Canadian people paid it. ‘

Mr. NicumoLson: What is the objection to placing all travel of the T.C.A.
on a pay basis?

Mr. Coryer: Well, we have employees of the company whose services are
required at different points across the system and they travel on company
business. We think it is very much in the interests of the company that these
employees should have the privilege of a free ride over the system once during
the year as a vacation pass, together with one dependent member of his family.
I may say that our regulations governing the granting of passes are ten times
more stringent than those applying on air lines down in the states. For

example, most of the air lines in the states give their employees and dependent
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members of their families five annual passes as against one on T.C.A, It is
important from the standpoint of the company that its employees—that includes
ground employees as well as others—should travel the system occasionally to
know what the operation is like. They get a better appreciation of what the
company is doing when they ride its airplanes from one point to another.

The CramrMmaN: Mr. Colyer, I heard you state a moment ago that a return
trip used two passes; you say your employees get one pass a year, how are they
going to get back, do they have to pay their way?

Mr. Coryer: Well, they get two passes on that basis, they get a round
trip pass.

Mr. Pourtor: Mr. Colyer, will you please compare the item on page 12,
$2,832,000,and divide it by the weight of the mail carried in 1940 on page 6;
is it not true that the cost of mail carrying is a little more than $3 per pound?

Mr. CoLyEr: Yes, during that particular period. -

Mr. Jackmax: And you paid, how much a pound?

Mr. Couyer: I said the cost of carrying it—that is shown on page 6—we
carried 9,327,000 pounds of mail—and on page 12 it shows that we received from
the Post Office Department $2,800,000. Then you divide the one figure into the
other and it gives you around $3 a pound.

Mr. Pounior: Now, Mr. Colyer, will you please tell us if there is any
inerease in the frequency of air mail due to the fact that the services that
existed were profitable, in other words, was the increase in the frequency of
mail due to the fact that the quantity of mail was so big that it could not be
handled by one service?

Mr. Covver: You mean, did the second transcontinental increase the
volume of mail?

Mr. Pounior: Well, I will give you an illustration; take, for instance, the
service between Ottawa and Toronto, is it a double service now?

Mr. CoLyer: We now operate five round trips a day.

Mr. Pourtor: Now, was that increased from one to two because the first
service was so profitable to the company that the company could not handle
the mail in the first service?

Mr. CoLyer: No, sir.

Mr. Pourior: Then was the increase from two to three for the same reason;
and from three to four and from four to five?

Mr. Coryer: No.
Mr Pourior: Then, what was the reason?.

Mr. CoLyer: Well, the answer to your question is rather involved. It
requires a certain cost to set up an air line operation to operate one trip a day;
you probably have a cost of operation over a dollar a mile for each mile flown.
When you double that and treble it and quadruple it and bring it all down
you are finally getting to a cost where the fixed charges on your system are
relatively low, where your cost of operation per mile is half or even a third of
what it was originally; so that the additional trips put on between Toronto:
and Montreal while they do not give any increase in the volume of mail in
Proportion to the number of trips they were aided by the mere fact that they
provided greater efficiency in the use of equipment and ground personnel, and
everything, and brought it up to a point wlrere the passenger loads that were
tfging carried more than off-set the additional cost of putting on the additional
rips.

Mr. Pourtor: Therefore, Mr. Colyer, it was a disguised form of govern-
Mmental subsidy. 4 :

27205—4}
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Hon. Mr. Howe: No; it is just an attempt to make the passengers pay
some of the air mail rates by putting on the five trips; getting passenger revenue
there to carry the reduced cost of carrying the mail on that particular trip.

- Mr. MayBank: Mr. Colyer, at what point do you reach the condition of
constancy respecting cost? You said that on the second trip there is a consider-
able reduction.in cost and on the third trip there is a further drop and so
forth. Now, of course you cannot get it to the point where eventually vou get
it down to the point where it costs nothing. Have you found that point?

Mr. Couyer: I heard a learned professor one day say that when you got
it down to eight trips between two points and then you added an additional
trip you got a very little reduction in the overall cost. I do not beleive that
is correct. .

Mr. MayBank: You do not think eight is the right figure?

Mr. Cornyer: I think it is higher than that. For example, to-day the
American air lines operate 23 trips a day between Boston and New York. It
would be my guess if they put on the twenty-fourth trip there would be very
little effect on their per mile cost. I think it is a lot higher than eight.

Mr. MAYBANK: At any rate, between Ottawa and Toronto you have not
reached that condition yet?

Mr. Covyer: No, sir.

Mr. MavBank: You would expect a further cost reduction in the six trips;
is that right?

Mr. CoLyEer: Yes.

Mr. MayBaNk: You think it would be a higher figure than eight which the
learned professor mentioned?

Mr. CovyEr: Yes.

Mr. Pourtor: This does not include the cost of airports?

Mr. Couyer: It includes the cost—

Mr. Pourior: Airports are not built by your company.

Mr. Coryer: No, but we pay rent for the use of them.

Mr. Pourior: You pay rent for the use of them?

Mr. CouyEr: Yes.

Mr. Pourior: Every company using these airports is probably doing the
same. You pay rent. How is the rent caleulated, according to the service or
how is it calculated?

Mr. Conyer: We pay $150 a month for the first schedule and $100 for each
additional schedule.

Mr. Pounior: That is standard.

Mr. Couver: Yes, that is generally speaking. That is not exactly correct.
Initially we made our arrangements with the municipalities, and most of them
were made on that basis of $150 a month for the first schedule and $100 for
each additional one. But with some of them we were not able to make exactly
that sort of arrangement, but they are similar to that. Since all of the airports
are operated by the Department of Transport we pay them.

Mr. Pourtor: Have you a similar arrangement with the St. Hubert airport?

Mr. Couyer: Yes.

Mr. Pourior: There is an airport there which you use, of course?

Mr. CoLyer: We pay rent there on the scale that I have just mentioned.
~ The Cramrman: Gentlemen, we do not want to curtail discussion, but we
should like to get through with these reports.

“Mr. Pounior: Just a moment. Therefore your expenditure for airports is
not a capital expenditure?
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Mr. Coryer: No, it is an operating expense.

Mr. Jackman: Last year it would appear the T.C.A. received from the
Post Office Department $2,832,363, and the revenue that the Post Office Depart-
ment calculate they received from the air mail was $1,854,000. Therefore there
was a loss to the Post Office Department of some $978,000 odd. Would the
gentleman from the Post Office Department give us a corresponding figure
since the inception of the mail contract with the T.C.A.?

Mr. Coorican: I have not got them here but I can provide them.

Mr. Jackman: Would you put them on the record for us? I am referring to
the deficit which the Post Office Department shouldered as between the revenue
they received in connection with air mail and the amount they have paid
to the T.C.A. for carrying the mail.

The CrarMAN: For the total period?

Mr. Jackman: Yes, since the inception, year by year.

Mr. MayBaxk: It would really mean adding this year to last year’s state-
ment.

Mr. JackmanN: How many years have the Post Office Department had a
contract with the T.C.A.?

Mr. Coorican: Since 1937.

Mr. Jackman: How old is the T.C.A.?

Mr. Coorican: Since 1937.

The CrairmaN: Shall this report carry?

Carried.

The Cramrman: Page 10.

Mr. ENGLISH:
&
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BALANCE SHEET AT

ASSETS
Current Assets:
CAERRE, Lo, MRETERIL L e M hRa TR T o $ 503,061 64
Workimg Fund - AdVaness 1ui 550+ S dalasmsasife soimsvsls 3,718 35
Sipceral Deposits ook Jon i T e tadoas s S d i e 2,067 73
Amaonmita . Beceivable L2 5is (b on loms wod s e s to s mead S0 475,206 73
‘Frathe Balances ReceiVable . i .o iissiesesmeorsine 139,791 66
Balances Receivable from Agents ..................... 21,676 71
Motor Fuels and Lubricating Oils .............ccouin. 8,298 B85
MBtEA 1 and SHPPIes o, Sh L PSS oS L SR Tl 294,838 90
S Eertarrent (ASEeLY: st 5 s b Lt s hiniai . e e ST AN 14,066 80
————— $1,462,727 87
Deferred Debits:
Prepayments—Insurafice’ ....... . i e iieiiyiianah s $ 27,441 04
Bther - Detorred Pebita 0. 8. 0 L L 5 VA IR s a5 2,871 45
30,312 49
Capital Assets:
Property and Equipment ....... . .cciiiceiiacnatvse,es $4,858,548 73
Less: Acerued Depreciation . .....cov..cinoi . iempesion ns 1,382 15371
—_— 3,526,395 02
$5,019,434 88
L}

The CuarMan: Gentlemen, before you proceed with the discussion of this
portion may I say that probably we ought to let the officials of the Post Office
Department go, and before doing so I should like to thank them for their
courtesy.

Mr. JackmaN: Perhaps T should add one more question to the questions I
asked. Would they set forth opposite each year on the schedule of operating
revenue the receipts from air mail and the amounts paid to the T.C.A. Just
what the rate was for each year. It has been reduced from 60 cents to 45 cents.

Hon. Mr. Howr: It has always been the same.

Mr. Mavysank: Until recently. The 45-cent rate has gone in operation
now?

Hon. Mr. Howe: Yes.

Mr. Jackman: What is the present status of the contract between the
Post Office and the T.C.A.? There was some amendment to the original
agreement.

Hon. Mr. Howr: Yes, an amendment to the Act deferred the automatic
feature of the contract which allowed us to reduce the rate. There was a new
contract to be made in 1941 and it provides a 60-cent rate till the 1st of April
and a 45-cent rate thereafter. The change in the Act allowed us to give more
reduction on the air mail than the automatic feature calls for.

. Mr. Coovrcan: That goes into force on order in council. The contract
originally made with the T.C.A. exists for ten years subject to variation in price

which is done by estimating the amount of business done year by year, worked
down according to the automatic feature of the contract.
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31st DECEMBER, 1940.

LIABILITIES
Current Liabilities:
Tt T S I e R R S SR S T R $ 390,542 64
Traflic Balances Payable . i s oo virssitiassessaris 18,913 19
Balaries and) Wakeh s . (55 Stk s crvusat s 15 e bush 57,103 85
ar7 g B 0V e T TR At e i e it SIS O 43,173 69
e s r iy $ 509,733 37
R R T A o e e A A Nl R B R St R e e 13,611 12
el - Tnanrance Reserva & Sl tdlotom o e s Buit Sl b o L 206,827 24
Capital Stock:
Common Stock Subseribed—Par Value .....oooveneen... $5,000,000 00
Less Uncalled Subscriptions to Common Stoek .......... 1,250,000 00
3,750,000 00
g T Rt T S ARt LRI - 1 ) SV S G e 539,263 15

$5,019,434 88

T. H. COOPER,
Comptroller.

CERTIFICATE OF AUDITORS

We have examined the books and records of the Trans-Canada Air Lines for the year
ended the 31st, December, 1940.

We certify that, in our opinion, the above Balance Sheet is properly drawn up so as
to exhibit a true and correct view of the affairs of the Air Lines as at the 3lst. December,
1940 and that the relative Income Account for the year ended the 3lst. December, 1940 is
correctly stated.

GEORGE A. TOUCHE & CO.
Chartered Accountants.
18th, March, 1941.

; _t?Mr. Jackman: I have never seen the original contract. It is available
18 1t?

Hon. Mr. Howe: The original Post Office contract?

Mr. Coonican: It is in the Act itself.

Mr. Jackman: In the statutes?

Hon. Mr. Howe: Yes.

Mr. JackmaNn: The amendment is in statutory form too?

Hon. Mr. Howe: Yes, that is right.

. Mr. Jackman: As I recall it the automatic feature was to the effect that
lflthe T.C.A. showed a profit that most of it or all of it was to be used in reducing
€ rate. '

Hon. Mr. Howe: Half of it. If we kept the automatic feature in we would
ha_»Ve paid 53 cents a mile this year. Instead of that we are paying 45 cents a
Mile for the last eight months. :

Mr. Jackman: The T.C.A. is doing exeeedingly well, judging by this
balance sheet.

Hon. Mr. Howe: Yes, they are doing all right.

The .Cuamrmax: I think probably we should release Mr. Coolican and I
should like to thank him and his assistant on behalf of the committee for their
Courtesy.

Mr. Emmerson: I should like a further breakdown of the accounts receiv-
able. Of what do they consist? ;
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Mr. Cooper: Amounts due by the Post Office amounting to $259,000 for
the carriage of mail.

Mr. EmMersoN: $259,000?

Mr. Coorer: $259,000.

Mr. EmMmmerson: -What are the others?

Mr. Cooper: Department of Transport, $38,000, Department of Munitions
and Supply, $25,000, National Defence department, $10,000, British Ministry
of Aircraft Production, $15,000, Canadian Pacific Railway air services, $9,000,
British Overseas Aircraft Corporation, $4,000, and different provinces for
refund of gas tax.

Mr. MayBank: You do not pay the provincial gas tax?

Mr. Coorer: We pay it and collect it back.

Mr. Nicuorson: The amount of $21,000 balance receivable from agents
is collectable, I presume?

Mr. CoorEr: Yes, no doubt of that. '

Mr. Ross: In the 1939 report there was no item for other liabilities. In
the 1930 report I notice there is an item of other liabilities to the extent of
$43,173. Roughly speaking, what does that include?

Mr. Cooper: $43,000?2 We have some contractors’ retained percentages
and some provision for taxes.

Mr. Ross: There was nothing like that in 1939.

Mr. Cooper: Presumably not, no.

Mr. Ross: This is broken down mainly in the two items?

Mr. CoopeEr: Yes, it is in two items.

The CuamrMAN:- We shall now turn to page 12.

Mr. Gray: I should like to go back to the point raised by Mr. Emmerson.
I can understand the Post Office item and the provincial item, but I do not
understand how these other amounts are made up. Are there services rendered
in connection with them?

Mr. Coorer: Apart from the Post Office Department?
Mr. Gray: Yes, I can understand the Post Office and the gasoline rebate.

Mr. Encuisa: We are doing repair work, instrument repair work for the
Royal Canadian Air Force.

Mr. Gray: National defence?

Mr. ExcuisH: Yes, and the Department of Munitions and Supply have
repairs on aircraft. They are all items of that nature.

Mr. Emmerson: There are no services such as express and passenger
service, transportation?

Mr. Excuise: No.

. Mr. Hazen: I should like to ask, Mr. Chairman, if this company owns
any real estate.

Hon Mr. Howe: It owns hangars.

Mr. Hazen: These hangars would be built on the land. They own the
hangars on the land but the land belongs to somebody else?

Mr. CoLyer: We have a fifty-year lease at each place where we have
a building.

Mr. Hazex: You have a fifty-year lease on th rty th I
your hangars on? vy on the property that you have

Mr. Couyer: Yes, sir.
Mr. Hazex: At the end of that term who owns the improvements?
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Mr. CorLyer: We have set up in our operating costs a depreciation

- account. We depreciate a building over the fifty-year lease so it does not have

any value on the books of the company at the end of the lease. The different

leases that we have made with different municipalities provide different arrange-

ments. It provides for renewals of the leases or we would have the privilege
of disposing of the building or we could remove the building.

Mr. Hazex: 1 thought you said you paid $150 a schedule for the rent
of the—

[ Mr. CoLver: For the use of the air field.

Mr. Hazex: What does that amount to?

3 Mr. CoLyer: $150 each a month, $1,800 a year for the first schedule.
1 Mr. DonNeLLy: What do you write off for depreciation?

Mr. CooPER: 2 per cent.

Mr. ENGLISH:

INCOME ACCOUNT
YEAR ENDED 21st DECEMBER, 1940

Gross Revenue:

Pasmenor, o 0w Y i by S RS me Sl SR $1.574,217 33
B/, 7 T S PR o Re.? 00 e PR T PR e e T 2,832,363 20
BXPIBAE. 28 . i v s b M s R Y 2 e s AR e s 39,488 8
Encess' BapaRee s, o] 5 AN s et R T e ] 9,192 36
Other “Tyammpoetation (55 ol U v ar ST A s SRS 27,744 63
BooIdARtal IBEIIC0s « oo Biir. b ot s e e AR 4 5 oot 1 DR Bk 109,377 03

Botal N L T v s P e TNt $4,592,383 39

Operating Expenses:

Aircraft—

Operation and Maintenance........ $2,041,590 04

DEDTECIATIDN - 1n vk AR AL il e 595,723 68

$2.637,313 72
Ground Facilities—

Operation and Maintenance........ $ 688,869 99

PIEDTECLABION, £ vy vror o0k shrris oo 1o B S WS 105,775 50
—— 794,645 49
Tricidentil LOSTNICOD: 7y 1 i e b5 s g bk 0 bie 8100 S et s P Ryt & 63,830 97
Traffic and General Administration..........cooveeiun. 301,256 51
kB . oL P R S p e A AR TGl T g 58,887 35
JotahaliBe ™ 1600: < iU T At e sl Sk e st it 5510 s A 9,686 20
Interest on Capital Jrwestedi v, iueisiiiaraimaensvae s 187,500 00
it 7 L SN PR R B S & (S AR $4,053,120 24
Sunpitehl U Sl I R A A Sl TR L $ 539,263 15

STATISTICAL DATA
Year Expep 3lst DECEMBER, 1940

Route Mileage Operated..... .. viviiiiiiiiienan, % 3,662
Plane Miles Flown—Revenue..... 2z 3 4,770,219
Plane Miles Flown—Training... 488,765
Revenue Passengers Carried.:..... 53,180
Percentage of Passenger Occupancy......... 3 63%
Average Passenger Journey—Miles...... * 5 551
Mail Carried (Pounds) ...iwibisesesosinn < 927,037
Express_ Carried (Pounds)............ g 105,788
Excess Baggage Carried (Pounds)................... L 50,559

Mr. Jackmax: The percentage of passenger occupancy, 63 per cent, is
Not quite the same as was given to us before.

Mr. Couyer: That is the entire system, and when 1 gave you 74 per cent
I was speaking of the Transcontinental.

The Cuammar: Is there any further discussion?
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Mr. JaAckMAN: Yes.

Mr. Ross: Under the “Income Account” what are these incidental services,
$109,377.03?

Mr. CoLyEr: That is on gasoline and oil and the sale of services to the
Department of Munitions and Supply and the R.C.A.F., and so on.

Mr. Gray: How does that percentage compare with the Trans-Canada lines
in the United States?

Mr. Couyer: I think our load factor is higher.

Mr. JackMAN: Inasmuch as we have not get competing lines to compare with
this, could you tell us something about your operating ratios as compared with
the American Lines?

Mr. CovLyer: They are just about the same.

Mr. JackmaN: You are not higher than the typical American Lines?

L hMr. CoLyer: We are higher than some—97-3. There may be some that are
igher.

Mr. JackmaN: You are a fast growing company; it might be expected that
you would have some developmental expenses which some of the older lines in
the States would not have.

Mr. CoLyeEr: We have had them every year.

Mr. JackmAN: But your operating expense to your gross revenue compares
favourably with the American Lines?

Mr. Coryer: Well, some of the air lines down in the States made a very
large profit and some of them lost money. It worked out that Trans-Canada
showed a profit at the end of the year of over $500,000. I think the American
Air Lines showed a profit of approximately $2,000,000 last year.

Mr. JackMman: It is a little difficult to ask the management whether or not
it is good, because we have no way of telling inasmuch as we have not got com-
parable air lines against which to check your results; so I am really asking for a
frank statement from the management as to how its costs are as compared with
its revenue, also how its administrative charges compare as to percentages of its
total revenue, comparatively speaking.

Mr. Coryer: I do not know whether I should answer your question directly
or not, because I might be accused of belittling ourselves or of boasting, one way
or the other. ;

Mr. Jackmax: That is all right.

Mr. CoLyeEr: We think Trans-Canada Air Lines has operated efficiently,
or with an efficiency comparable with the air lines in the United States. At least,
we hope that it has.

Mr. Jackman: I am sure the spirit and endeavour is there but does that
result suggest the same coneclusion?

The CramrmaN: Do I understand that you are asking for a definite report
with regard to their operations?

Mr. Jackman: I should like to know how it compares with comparable lines
in the States as regards certain definite ratio lines of management.

The CrAaRMAN: Probably the officials would be prepared to supply you with
a report but it might just as well not go into the record.

Mr. Jackman: I should think there is no secret about it.

Mr. Covyer: I think Mr. Howe could probably tell you; he knows about
the air lines in the States and he knows about Trans-Canada.

Hon. Mr. Howe: We have certain factors that work against us. Our
planes cost about 50 per cent more than the planes in the United States on
account of the duty. Our gasoline costs probably 50 per cent more than in
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the United States. Even absorbing these costs, I think that our efficiency
compares very well with the situation in the States. As we develop traffic
here, I believe we are headed for just as low rates in Canada as they have
in the United States, and I think we can still offer those rates and maintain
profitable operations.

Mr. Jackman: For instance, “Traffic and general administration
$301,256.51” against a gross revenue of $4,592,383.39 does seem like a pretty
fair percentage for a line of this size.

Mr. Coryer: I would say that our costs in that respect are lower than the
average costs in the United States. We have made those comparisons ourselves.
Where we are handicapped is in our operating costs; that is, the expense of
buying equipment, buying spare parts, and so on. We have figures, and I
think our figures are fairly accurate, and these figures of our operating costs are
Increased by 20 per cent on account of the direct taxes that we are required to
pay in the way of duty, sales tax and so on. We might go just one step further
and show you that you have got a fairly satisfactory picture as far as Trans-
Canada Air Lines is concerned when you take that into consideration. It was
entioned a little while ago that the difference between the income of the
Post Office Department and the amount it paid Trans-Canada to perform the
services was approximately $1,000,000 for the year 1940. Of that $1,000,000
Trans-Canada has $539,000 in the bank. It is still the property of the Dominion
Government. Twenty per cent of our operating costs were direct contributions
to the Dominion Government. Twenty per cent of $4,000,000 gives you nearly
$800,000 which the Dominion Government collected on account of the operation
of the Trans-Canada Air Lines. So, when you take the whole thing into
consideration, the fact that Trans-Canada is owned and operated by the

ominion Government and the Post Office Department is owned and operated
by the Dominion Government, you have something net there besides the money
Which Trans-Canada has in the bank.
Mr. Jackman: I am sure the minister will -be very glad I asked the question.
. Mr. DonnNeLLY: I move that the annual report of Trans-Canada Air
Lines be adopted.

Mr. Jackman: I have one or two questions yet, Mr. Chairman. Did the

Elrani-Canada have any deficits for which cash was advanced by the govern-
ent?

Mr. CoLyer: Yes, sir. Until this year we had a deficit every year.

Mr. Jackman: Which was advanced by the government?

Mr. Coryer: Under the Trans-Canada Act we were reimbursed in the
amount of our deficit each year.

Mr. Jackmaxn: I wonder if we could have that set forth in a table in the
€vidence?

Mr Coryer: We have the figures here.

Our deficit for 1937 was $11,005.07.

For 1938 the deficit was $818,025.86.

For the year 1939 our deficit was $411,656.59.

Mr. Jackman: I notice you have “Interest on capital invested $187,500.”
It is rather odd to describe what you are paying for capital stock as interest.

Hon. Mr. Howe: It is so stated in the Act. The Act provides that the
Tailway will be paid 5 per cent interest on its investment.

Mr. Jackman: Even though it is stock?

Hon. Mr. Howe: Yes.

. Mr. Jackman: It is obvious that the air lines is becoming embarrassed

With the working capital in the form of cash just now.
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Hon. Mr. Howe: No.

Mr. JackMaN: What are you going to do with it, buy some of the new
loan or declare a dividend?

Hon. Mr. Howg: If it gets too burdensome we may use it to retire stock,
or something of that sort.

Mr. CoLyer: The earning of $530,000 last year has precluded the necessity
for our calling in some of the authorized capital stock. We have still $1,250,000
worth of capital that has not been called.

Mr. Jackman: Are the fares on the planes subject to this new 10 per
cent tax?

Mr. Couyer: Yes, sir.

Hon. Mr. Howe: Gasoline is also subject to the 3 per cent tax.

Mr. Hanson: Mr. Chairman, I second Mr. Donnelly’s motion.

The CuAmrMAN: Gentlemen, it has been moved by Dr. Donnelly and
seconded that the report of the Trans-Canada Air Lines be adopted as read.
All in favour. (Carried).

Just before we declare it fully carried I should like to refer to your point,
Mr. Hanson, about our not having completely covered this first part of the
report signed by Mr. Hungerford. We had better get it straightened out
before it goes in.

Mr. Hanson: You stopped reading at “ Property and Equipment.”

The CramrMAN: I thought we read it all.

Mr. Hanson: You did not read page 7 at all.

Mr. Jackman: You stopped there.

The CaamrMan: Is it your wish that the whole thing be embodied in
the record? '

Mr. Haxson: I so move.

The CrARMAN: Is it the intention of the committee to meet to-night?

Mr. McCurrocu: I move that we meet at 830 o’clock; there are a lot
of these officials from Montreal who want to get back.

Mr. DonNELLY: I second that motion.

Mr. JackmaN: T object to the motion.

The motion carried:

The CramrMAN: The next is the annual report of the Canadian National
Railway system. Mr. Hungerford would like to make a few observations in
connection with the Canadian National Railways before we proceed with the
consideration of the report.

Mr. HunGerrorp: I should just like to touch on a few of the highlights
of the report and the affairs of the company in 1940. The statement I have
prepared reads as follows:—

As supplementing the annual report of the Canadian National
Railways, the following observations will, I think, be of use to the
committee:—

The gross revenues of the Canadian National Railways in 1940 were
$247 500,000. After the payment of all operating expenses, the net
operating revenues were $45,000,000, an improvement of $24,000,000
over 1939. From net operating revenues were deducted taxes of $6,250,000
and other charges, leaving $38,000,000 for fixed charges. The fixed charges
were $53,000,000,, $49,000,000 of this being interest on securities in the
hands of the public. The railway failed to earn by the sum of $17,000,000
its total fixed charges of $53,000,000. As stated in the annual report,
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your directors are hopeful that this year the property will earn its fixed
charges, provided that there is no considerable disturbance in present
traffic levels, wage scales or material prices.

The following faets regarding the performance of the Canadian
National Railways in 1940 indicate the increased efficiency of operation
on the system:

The average amount of freight carried per train was greater than
\ in any previous year.
‘ Freight was transported over the rails at an average speed
approximately 40 per cent greater than in 1923.

Freight train performance per hour was the best ever attained,
being an improvement of more than 75 per cent since 1923.

The utilization obtained from freight cars was greater than ever
before.

Fuel efficiency in freight service was the highest ever attained.

The number of freight cars in need of repairs was the lowest
on record.

The effect of this general improvement in efficiency measured in
dollars and cents is seen in a comparison of the operating results in 1940
with the operating results for 1924. The gross revenues were almost
identical in those two years, but the net revenue in 1940 was $26,000,000
greater than in 1924. Furthermore, during the intervening years, 1924-
1940, the average revenue received for hauling freight (per ton mile) was
reduced by 11 per cent. Had the same average freight rates been in
effect in 1940 as in 1924, the net revenue last year would have been
improved by an additional $25,000,000, Comparisons with other years
show the same continuing improvement in operating performance. :

The 1940 operating ratio—that is the relationship of operating
expenses to operating revenues—was the lowest for ‘any year in the
svstem’s history.

As mentioned in the annual report, Canada’s participation in the
war has brought greatly increased demands upon the national railway
system and upon the railways generally. During the great war 1914-
1918, Canadian railways performed a magnificent task, handicapped as
they were with uncompleted lines and inadequate equipment but not-
withstanding tremendous efforts, congestion did occur and traffic
embargoes were numerous. At the present time the freight traffic volume
is 45 per cent in excess of the peak year of the last war, a fact not
generally recognized. The increased tonnage is, moreover, being handled
without serious delays to traffic.

The Cuamman: I will now ask you to proceed with the report, Mr.
I strong. :
Mr. ArmstronG: This is the report of the Canadian National railways

System for 1940. Tt reads:—
Montreal, 19th March, 1941.

The Honourable P. J. A. Cardin, K.C., M.P.,
Minister of Transport, 5
Ottawa.

I o Sir,—In conformity with sections 14 and 15 of The Canadian National—
| Anadian Pacific Act, 1936, the Board of Directors submit the following report
b 9% the operations of the Canadian National Railways for the calendar year 1940.

Iltj;"l{"“ . ;
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RESULT OF OPERATIONS
Increase or

] 1940 1939 Decrease
Operating Revenues «..........i...cus $247,527,224 81 $203,820,186 62 $43,707,038 19
Operating EXpenses ..........ceoeou. 202,519,812 88 182,965,768 18 19,554,044 70
Net Operating Revenue...........i.. $ 45,007,411 93 § 20,854,418 44 $24,152,993 49
Other Income and Profit and ILoss 1

Bequitements * . . oo be s st oo snnid 3 11,532,968 88 10,219,395 11 1,313,573 ‘17
Net available for Interest............ $ 33,474,443 05 $ 10,635,023 33 $22,839,419 72
Interest on Funded Debt held by Public 48,701,523 73 49,814,377 90 1,112,854 17
Interest on Government Loans........ 1,737,963 50 916,165 01 821,798 49

Ol Defierl . 5 e S5 1y $ 16,965,044 18 $ 40,095,519 58 $28,130,475 40

Canada’s participation in the war has brought greatly increased demands
upon the National Railway system. These demands have been met in full.

It is gratifying to be able to report an improvement in the financial results.
It will be noted net operating revenue, which represents the amount of gross
revenue remaining after the payment of all operating expenses, was $45,007,000.
This is an improvment of $24,152,000 or 116 per cent over the corresponding
figure for 1939. The operating ratio in 1940 was 81-82 per cent, which is the
lowest in the history of the system. Of every additional dollar of revenue,
operating expenses absorbed 45 cents, leaving 55 cents available for taxes and
fixed charges. Net available for interest was $33,474,000, an increase of
$22,839,000 over 1939.

Operating Revenues

Operating revenues totalled $247,527,000, an increase of $43,707,000 or
21-4 per cent over the precéding year. The increase was singularly uniform
over the different services: freight revenues increased 21-4 per cent; passenger
revenues 21-8 per cent; and mail, express and miscellaneous revenues 21-4
per cent. The increase on the lines of the company in Canada was 22:7 per
cent and on the lines in the United States 14-5 per cent.

Freight revenue increased $34,307,000; passenger revenue $3,885,000. Details
of the traffic handled are shown elsewhere in this report, but the bare statistical
tabulations inadequately record the increased use of rail transportation in the
national war effort. Behind these figures are to be discerned the movement of
large numbers of men for training and active service, the long trains of construc-
tion material and equipment moving to new training centres and munition plants,
the supply of war materials to the places of manufacture, and the ever increasing
movement to ocean ports of war materials and the produets of the mines, forests
and farms of Canada,

Operating Expenses

Operating expenses totalled $202,519,000, an increase of $19,554,000 or 10-7
per cent over the preceding year. The relationship between increased revenue and
expense is considered satisfactory, and the railway and its equipment have been
~ adequately maintained.

The additional traffic created additional employment for railway workers.
The number of employees increased by 4,702 to 82,831.

Prior to 1940 it was the practice of the railway to charge operating expenses
with the loss on equipment destroyed or worn out in service when the equipment
units were retired permanently from service. It is improbable there will be in the
immediate future retirements on the same scale as in recent years, and in order
that the operating expenditure accounts for each year may bear their propor-
- tionate share of equipment retirement costs, irrespective of the date of retirement,
the directors decided to adopt depreciation accounting on rolling stock and
- floating equipment owned by Canadian National-Canadian Lines, effective from
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January 1st, 1940. A similar practice by Canadian National Lines in the
United States has been in effect for some time under regulations of the Interstate
Commerce Commission, so that there is now in effect throughout the system a
uniform method of accounting for equipment retirements which conforms to the
general practice followed by Class I roads in the United States. The deprecia-
tion charge against the 1940 rail line operating accounts was $11,307,000.

Other Income and Profit and Loss Requirements

The accounts in this group show an increased charge of $1,313,000 over
1939.

Taxes amounted to $7,039,000, approximately the same as in 1939. This
figure is exclusive of sales taxes which are added to the cost of materials and
which amounted to $4,214,900 in 1940. The net operating income from hotels was
$502,000: the corresponding amount in 1939 was $302,000. The net cost of
acquiring United States and sterling exchange increased $1,151,000. Per diem
payments for foreign line freight cars increased $560,000. '
Interest Charges

The total requirements for interest on funded debt held by the public in 1940
were $48,701,000, being $1,112,000 less than in 1939.

Interest payments to the Government on temporary loans for capital pur-
poses were $1,737,000, being $821,000 more than in 1939.

Cash Deficit

The net operating revenue for the year 1940 was $45,007,000. Taxes, interest
on funded debt, interest paid to the Government, etc., totalled $61,972,000,
leaving a cash deficit for the year of $16,965,000, an improvement of $23,130,000
compared with 1939. Full details are given in the accounting statements acecom-
panying this report.

CAPITAL EXPENDITURE ACCOUNT

The net expenditures on property investment account for the year 1940
amounted to $17,398,971, made up as follows:

Bquipment purchased or-builbis. iiee.coniisenesonss R i $17,098,358 p

Rquipment “retired, «o' il Siae iisvs 8,348,943
General betterments to equipment.. 377
Equipment conversions and transfers. 168,325
Express and miscellaneous equipment.........coiiiuiiinnnnenns 169,738
Yard extension ot "Turcot, KU o vz o « 56 o s hreiiisnt olois utetd i s 134,673
New engine terminal at Fairview, N.S... . o iceuioie o 305,608
Locomotive erecting shop at Moncton, N.B...............oi.. 290,416
Coaling plants at Campbellton and Chipman, N.B..... : L 41918
Track extensions on New Glaggow division, N.S..... 98,454
Track:extensions at Trars, NSl eass S ol | 85,583
Yard extengions at Moncton, N.B. ... tceeaenneieniiasonsans 225,135
Montreal Terminal Development.......... S R S 3,599,076
General additions and betterments, less retirements........... 3,815,903

$17,398,971

_

The extension and rearrangement of yard, terminal and track facilities
above referred to were necessary for the efficient handling of the increased
traffic to and from Atlantic ports.

The following equipment was acquired during the year: 2,765 box cars,
500 flat cars and 25 Northern type locomotives (all of which were ordered in
1939 to meet anticipated war requirements), and 5 mail express cars, 4 coaches,
25 baggage cars, 60 refrigerator cars, 150 ballast cars, 15 cabooses and 21
Wwork units. ;

The following equipment was retired during the year: 25 locomotives,
2,018 freight train cars, 23 passenger train cars, 834 work units and 6 units
of floating equipment. The loss has been charged to depreciation reserve.
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Fixance

No security issues fell due for retirement during the year other than the
normal annual payments of principal under equipment trust, sinking fund .
and serial issues, which totalled $8,548,182. This amount was financed through
temporary loans from the Government,

No public financing was done. Under an arrangement made between the
Government, the Canadian Pacific Railway Company and Canadian National
Railway Company for the acquisition by the two railways of the additional
rolling stock ordered in 1939 to meet anticipated war requirements, to be
financed in the first instance by the Government, a hire-purchase agreement
was entered into by this company, dated December 7th, 1940, under which
the company is obligated to pay a principal sum of $14,879 524 in fifteen annual
instalments, 1941-1955, with interest at the rate of 34 per cent per annum.

Redemption of Debenture Stock

The outstanding funded debt of the Canadian National Railway Company
has included £24,624 455 of 4% perpetual consolidated debenture stock issued
by the former Grand Trunk Railway Company of Canada, payment of the
interest on which was guaranteed by the Dominion pursuant to the provisions
of The Grand Trunk Railway Acquisition Act, 1919. Under an order dated
October 26th, 1940, made by H. M. Treasury of the United Kingdom, such portion
of the said debenture stock as was held by residents in the United Kingdom
was transferred to the Treasury. The vesting price was £103.17.4 per £100
stock surrendered, payable November 26th, 1940, plus £0.7.1 accrued interest.
The vesting order was made upon the condition that the Canadian National
Railway Company would purchase the stock from the Treasury at the vesting
price. By Order in Council P.C. 6002 dated October 25th, 1940, made under
and by virtue of the Canadian National Railways’ Financing and Guarantee
Act, 1940, and the Watr Measures Act, the company was authorized to pur-
chase the securities and the Minister of Finance was authorized to make loans
to the company for the purpose, such loans to bear interest at the rate of
31% per annum, to be repayable on demand and secured by promissory notes
and by the securities so purchased.

At the date of closing the 1940 accounts the amount of securities held by
residents of the United Kingdom had not been definitely determined, and the
accounts have been closed on the basis that a total of £22,500,000 will be
redeemed. Any necessary adjustment will be entered in the accounts for the year
1941. The redemptlon of this amount at the prevailing sterling exchange rate
effects a reduction in the outstandmg debt of the railway of $5,503,500. This has
been accounted for as a capital gain through the Proprietor’s Equlty Account.
The transaction has also resulted in an annual interest saving of $740,000, but
against this the railway will lose the present benefit ($357,000) obtained through
the payment of interest in sterling.

Under date of December 14th, an offer was made by the company to
acquire from residents of Canada their holdings of this stock at a price of
94.55% flat in Canadian funds (equivalent to a sterling price of £103.17.4 per
£100 converted at the rate of $4.43 to the £) on January 15th, 1941, or at the
sterling price if preferred by the holder. The stock acquired under the terms
of this offer will be accounted for in the 1941 accounts.

»
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Co-operation
During the year the Board of Transport Commissioners granted permission
to abandon the following lines of railway in co-operation with the Canadian

Pacific Railway:

From To Province Railway Mileage
dolictte: . i ik lons Montfort Jet......... TSI o O Ry 2 Can. Matis L ooio: 31.6
U AR SR ) 2 Cushing Jet...... ... Qlebed, L NSl Can. Wadi.v 5l 24 .
BPODTIOT , o & s.omoisds s Beanpille " ool se i ik ORI - Vs e 5 b = Can. Nat s a0 0 37.9
N ROl IS e by P T SRR o AlhertReLy. i B Can Nat.. Vo il 9.5
Red Deer Jet........ R Wept i f. o it o 2 AThertm o 3o i v b Can. Matis n v 5.1

108.7

In addition to the above, the Board issued a judgment recommending the |
abandonment of 18.9 miles of the Canadian Pacific and 12.6 miles of the
Canadian National, between Dranoel and Medonte, in Ontario, but no approving
order has yet been-issued. The Board refused the application for abandonment
of the Canadian National line between Louise and Deloraine, Manitoba, a
distance of 56.7 miles. Application to abandon the Canadian Pacific line
between Cataract and Fergus, Ontario (24.7 miles) was made during the
Year and this, with other previous applications in co-operation with the Canadian
Pacific Railway and Northern Alberta Railways, representing 133.8 miles of
Canadian National lines, 219.2 miles of £anadian Pacific lines and 29.8 miles
of the Northern Alberta Railways, is now before the Board awaiting its decision.

Branch Line Abandonments

~Applications were made during the year to the Board of Transport Commis-
Sloners for permission to abandon the following Canadian National unprofitable
light, traffic branch lines:

From To Province Mileage
Hampton .................... B0 Martias. |l it o b e A s New Brunswick...... 28.8
Mal_"mor.a ........... Sty AN Cordova MUNER. v.. s o5 5 i Ontario s s 0o v o, 6.2

T e R S INgAeouYt 4 i e ws es e e (3,7 = SR R 9.7
:rl‘IS\l'ille .................... %esi:{haillons ................. QHEBBE: ¥ o> et ol e 33 : g
i SRR SR S R QTRRT "1 o 574 s s n sigers o s sabe s ale ade ar .
BEBRRE0 . Co% ket v onkis e SRS oy Deseronto - 6.3
L g OO e [ Port. Perry 17.6
L AT S SR i o IVIBERARL s g e Parsars ook 22.9

The first three mentioned applications were granted by the Board: decisions
are pending in the other cases. In addition, the Board approved of the applica-.
tlon submitted in 1939 for abandonment of the line between Fortierville and

t. Gregoire, Quebec, a distance of 27.3 miles.

Special War Activities

There are no limitations to the willingness of the company or its employees
%o serve the war effort in any direction. The company’s plant facilities and
Its skilled personnel constitute a reserve always available in time of national
€mergency, and this reserve is being utilized in numerous ways. Employees
Who have enlisted for, active service number 1,859. Fifty-three officers and
fmployees have been loaned to the Government for the duration of the war,
and a large number of officers and employees with special qualifications
ave been loaned to the Government for temporary periods. The company’s
and and Survey Departments were employed by the Government to look
after the acquisition of sites for airports, munition plants, ete. The St. Malo
Ops at Quebec have been turned over completely to the Department of
Unitions and Supply and the railway work transferred to other railway shops.
The “Prince Robert” and “Prince David” have been taken over for naval
212055
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service by the Department of National Defence. The shipbuilding facilities
of the company are being utilized for the construction of naval vessels; machine
tools are being manufactured in the railway shops and preparations are under
way for the manufacture of guns, gun carriages, etec. War saving stamps
are on sale by all railway express and telegraph agents as well as in the shops
and terminals.

Outlook for 1941

The outlook for 1941 is for a further substantial increase in traffic, and the
directors are hopeful the property will earn its fixed charges and will not
require any appropriation by Parliament on deficit account. To accomplish
this result the net revenue, after payment of operating expenses, will need to
be in the neighbourhood of $63 millions, this being the amount required to pay
taxes, interest due to the public and to the Government, etec. This forecast
is based on present traffic trends and on a continuation of existing wage scales
and material price levels. The situation of course contains many factors
impossible of prediction, and the forecast will be viewed accordingly, but with
these reservations the directors believe this year will afford an opportunity
for the railway system again to demonstrate its ability to pay its way given
an amount of traffic commensurate with its capacity. But much more important
than the relief thus afforded to the national budget is the ability of the National
Railway System to meet the needs for efficient transportation service required
by the tremendous effort which the Dominion is making for the successful
prosecution of the war. The railway will be tested during 1941 as never before.
The condition of the railway, its motive power and rolling stock is good. The
employees are loyal, capable, and keen to do all that is required of them.
The directors are confident the National Railway System will continue to meet
all demands upon it in this most decisive period in Canada’s history.

For the Board of Directors,
S. J. HUNGERFORD,
Chairman.

Mr. Pourior: Could we adjourn until to-morrow morning?

The Cuamrman: It is now five minutes to six; shall we proceed with
discussion or adjourn until this evening? '

Some Hon. MemBERsS: Adjourn.
s ’(li‘he committee adjourned at 5.55 o’clock p.m. to meet again at 8.30 o’clock

is day.

(EVENING SESSION)
The Committee Resumed at 8:30 P.M.

 The CramrmaN: Order, gentlemen. We finished reading the report before
the dinner recess; now it is in your hands.

Mr. Nicuorson: I wish the president would make some reference to the
possibility of wage increases during the year having some effect on the net
revenues for the coming year. What is the present position in connection with
the dispute over wages with the employees of the two companies?

. Mr. Hu~eerrorp: The matter is before conciliation boards at the present
time. That is all we can say.

Mr. Nicuorson: I note there is a net income in connection with hotel
operations of $502,000. Are there any of the hotels that have been operating
- at a loss for the year and if so would you tell us about them.

Mr. Cooper: The Charlottetown hotel lost $4,636; the Pictou Lodge lost
$6,507; the Fort Garry lost $31,105; Macdonald hotel lost $347; the Nova
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Scotian had a profit of $84,000; the Chateau had a profit of $395,000; the
Prince Arthur had a profit of $2,000; the Minaki Lodge, $5,000 profit; Prince
Edward hotel $2,000 profit; Jasper Park $41,000 profit; the Bessborough $13,312
profit.

Mr. NicuorLson: That is good business for the company.

Mr. Hanson: What about the Vancouver hotel?

Mr. Cooper: The Vancouver hotel is operated jointly by the Canadian
National and the Canadian Pacific. In 1940 it had an operating profit after
taxes and depreciation of $73,701.

Mr. Jackman: 1 wonder if we might have a statement on the hotels
amplified by the submission of a small operating statement giving gross revenue,
expenses, operation, net revenue, taxes and also additional capital expenditure
for each hotel during the past year?

Mr. Coorer: Yes. We will have a statement prepared and have it printed
with the minutes.

Mr. Jackman: Yes, have it incorporated in the minutes. In connection
with the jointly operated hotel in Vancouver I see that you had an item of
depreciation there. Are you setting up depreciation on the hotels now?

Mr. Coorer: Did I say depreciation?

Mr. Jackman: Yes. You said after depreciation and taxes.

Mr. Coorer: In the agreement respecting the operation of the Vancouver
hotel is a requirement that we take up depreciation on the furniture and
furnishings at the rate of 5 per cent per annum, but not on the building or
fixtures. We depreciate the furniture and furnishings but not the ‘structure
or the fittings.

Mr. JackmaN: Do you make use of the legal term “fixtures”? Do you

‘depreciate fixtures?

Mr. Cooper: Noj; furniture and furnishings only are subject to depreciation.

Mr. Jackman: It is an arbitrary classification that you have. I cannot
find out what the classification is unless we know just what you happen to put
into it. It is not known elsewhere what the difference is between fixtures and
real estate.

Mr. Cooper: I do not quite understand—

Mr. JackmaN: “Fixtures” have a definite legal connotation. If you say
that you depreciate fixtures or real estate I know what you are speaking about.

Mr. Cooper: For instance, a bath would be a fixture, but we do not
depreciate baths or electric light fixtures or things like that; we depreciate the
moveables.

The CrarMaN: We call them furnishings.

Mr. JackmaN: Let us have a statement. A fixture is something that is
moveable and is taken away by the tenant.

Mr. Cooper: No, not a fixture.
Mr. Ross: That is a furnishing.

Mr. Nicuorson: Have you a statement for the last five years showing
the profit and loss for those hotels? Is that available? Could you le_t us know
ow-last year’s business compared with the previous five year’s business?

Mr. Cooper: We have filed in the minutes of this committee year by year
a statement of the hotel operations by the individuals hotels.

Mr. NicuaorsoN: I am a new member.

Mr. Coorer: Instead of a statement for the year 1940 we will make the
statement for five years.

2120553
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Mr. Nicrouson: I would like to have an idea of the profit and loss for the
entire system of hotels for those five years. I do not want the details of each.

Mr. Cooper: We can give that.

Mr. Jackmax: How much were the total capital expenditures last year on
the hotels system and also for 1939 if you have that?

Mr. Cooprer: 1940, the capital expenditures on the hotels operated by the
Canadian National Railways were $118,240.

Mr. Jackman: For 1939?

Mr. CoorEr: $68,723.

Mr. NicHoisoN: In connection with this item “Branch Line Abandonement”,
I notice by the press in connection with this branch from Clinton to Wingham,
22.9 miles—I understand there is a township by the name of Hullet threat-
ening court action as the result of the proposal to close this line. I believe there
is some agreement going back to the time when the line was first built that held
the company responsible for certain payments if the serviee should be
discontinued. Have you any information on this subject?

Mr. ArmsTRONG: The Board of Transport Commissioners has given per-
mission to the railway to abandon the line, despite the agreements, but the board
has issued the order, without prejudice to any claim which the township may
take in the courts against the railway. Of course, no claim has been taken so
there is no action necessary.

Mr. Suaw: Is the decision of the Board of Transport Commissioners final
in this regard or has the minister authority over the deliberation of that body?

Hon. Mr. Carpin: Not the minister, but there is an appeal to the Governor
in Council.

Mr. NicHoLsoN: You say that no action has been taken by the township
in this case?

Mr. ArRMSTRONG: No court action.

Mr. NicuoLson: The press despateh I saw indicated that the township had
taken some action.

Mr. ArRMsTRONG: I believe they have taken the matter up with the railway.
As far as I know there is no case in the court.

Mr. Ross: The line has not been abandoned, has it?

Mr. ArmsTRONG: No, it has not yet been taken up or dismantled.

Mr. NicuonsoN: The service has been discontinued on that line.

Mr. ARMSTRONG: Yes.

Mr. Saaw: With regard to this same matter where the C.P.R. and the C.N.R.
have parallel lines and one has been removed, what effect is that likely to have
upon the freight rate, because after all they have been operating on a com-
petitive basis and we find people greatly concerned in certain areas over this
matter. Is there any measure of control over the freight rates structure?

Mr. ArmsTtrONG: Only through the Board of Transport Commissioners.

Mr. Saaw: Will they set the rate or will you appeal to them?

. Mr. ArmsTrONG: I do not-know that they will set the rates, but they will
~ adjudicate on any application that is made in connection with the rates.

Mr. MayBank: As far as the public are concerned they can only bring it to
the attention of the Board of Transport Commissioners by letter or some other
similarly informal way.

. Mr. ArmsTRONG: There is a case in point, the line from Arnprior to Eganville,
which is now before the board. Tt is on that very point in connection with

L]
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increased freight rates on account of the abandonment of the Canadian National
and the re-routing of the traffic along the longer route. That is now before the
board.

Mr. JackMAN: There is the item “Other Income and Profit and Loss Require-
ments $11,532,000” odd; I suppose that is broken down elsewhere in the account?

Mr. Cooper: Yes, on page 13.

The CralRMAN: Had we not better get through with this and then proceed?

Mr. NicHorson: There is one other question I would like to raise. I have
travelled over some of these branch lines in Ontario and I was struck with
the frequency of the service and the small number of people travelling. On
several occasions I have had a private car almost to myself. In western Canada
with that kind of traffic available people would be lucky if they had a service
two or three times a week. Could we have any information as to whether those
branch lines in Ontario are paying or not or whether they are being operated
at a loss?

Mr. ArMsTrRONG: Have you any particular line in mind?

Mr. Nicuouson: I was up in Wellington, Gray and Bruce. There seemed
to be very few people travelling and they had one passenger train each way and
one mixed train each way.

Mzr. ArmsTRONG: There is, of course, quite a mlleage in the Canadian
National which in the public interest is operated at a loss. That is to give service
to the public. There are many miles operated as a public convenience, and if we
applied to the Board of Transport Commissioners we probably would not get
permission to abandon because of the public inconvenience that would follow. I
think we applied at one time a program of 800 miles of line and the board granted
somewhere in the neighbourhood of 400 or 500; the balance was considered to be

necessary in the public interest. The particular line you mention, I am not

certain whether it is in that category or not, but there is quite a number of them.

Mr. Nicrorsoxn: T have had experience with boards of trade in the west on a
number of occasions trying to get passenger service and a tri-weekly mixed
service, and we have had great difficulty in getting improved service. The argu-
ment has been that the revenue would not warrant any improved service. I
wonder if the same argument was used down in eastern Canada where they have
such good service in most places,

Mr. ArmsTRONG: I do not think there is any untoward diserimination, if that
is what you mean.

Mr. MayBaxNk: Your operating revenue should be pretty close to $44,000,000.
You say that is due to the generally changed conditions arising from the war
mainly. There is no special explanation for that?

Mr. ArMsTRONG: No.

Mr. MayBaxk: And the heavier traffic due to the war?

Mr. ArmstronG: Very largely due to the war, yes.

Mr, MayBank: You are up about $20,000,000 on expenses.

Mr. ArmstroNG: Yes, sir,

Mr, Maysaxg: I suppose that is partly personnel, is it? In a not com-
pletely exact way but in a general way, can you give us a reason for that
Increase ?

Mr. ArmsTRONG: When you get additionial traffic you cannot absorb it all
with your regular train service; naturally you must increase your train service.
We think we have a fair 1e('ord for last vear in that for every dollar we took
in in additional revenue we spent 45 cents. That is, in the opinion of the
railroad, a very good operating ratio on additional business. That is addi-
tional labour and material,
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Mr. MayBank: To what extent has personnel increased?

Mr. ArRMSTRONG: 4,702.

Mr. MayBaNk: On what page does that appear?

Mr. ArmsTRONG: Page 5. The personnel increased to 82,831, which 1is
an increase of 4,702 over 1939.

The CuairMAN: What about these redemption operations, Mr. Armstrong?
They were not able to touch these permanent 6 per cent bonds, were they?

Mr. Cooper: No.

The Crairmax: 1 was wondering if conditions brought about by the war
would have any effect on their being able to overcome that difficulty.

Mr. Coorer: This, of course, is a matter between the finance department,
the Bank of Canada and the Bank of England. The only securities which were
dealt with last year were the Grand Trunk 4’s.

Mr. Jackman: There is a 6 per cent issue out in sterling?

The CrAmRMAN: Permanent bonds.

The CuarrMaN: Perhaps we had better wait until we get to it.

Mr. MayBaxg: It comes in on the page on redemption work.

The Cuamvax: Let us leave it, then.

Mr. MayBaxk: I mean I thought it should come in here. It is under that
word “redemption” that you read out yourself.

The CuamrMmax: I do not think so. I think it makes a shoe horn into it.

Mr. MayBavk: I have no desire to deal with it at the moment. I thought
1t was all right.

Mr. Jackman: In connection with soldier fares where they get half the
rate, does the government pay the other half or do the railroads carry them at
half the rate

Mr. ArmsTrONG: At the present time there is a special fare for troops on
furlough; that is all the railroads get.

Mr. Jackmax: The railroads bear the burden?

Mr. ArmsTRONG: Yes.

Mr. Hazex: Are the directors looking ahead to the time when peace will
come again with a view to adopting methods or policies to improve the position
of the railroads after the war? That may be rather a pretty broad question,
but as this railroad has been going behind, as T understand it, at the rate of a
million dollars a week previous to the war coming on. Now we are in a much
better position. Have the directors been looking ahead to when peace comes
again with a view to endeavouring to improve the situation that we had prior
to the war coming on when you got this additional business on account of the
War.

Mr. Huncerrorp: I think the experience of the war in respect to the

' increase in traffic and the improved financial result clearly indicates that what

is wrong is the lack of traffic and I do not see what the directors can do about

that after the war as it will depend entirely upon the conditions that obtain
at that time.

Mr. Hazex: In all probability after this war we will experience a depression
and be up against hard times. Are you looking forward to improving that
situation at all? Have you considered it?

Mr. HuxcerForRD: My point is this: I do not see what can be done on the
part of the directors or anybody else to anticipate that condition. We do not
know what it will be and if the circumstances are such that the traffic is greatly

z':;iflﬁced I do not know how the directors or anybody else can produce the
c.

B s aies
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Mr. Hazen: What is the present relationship between the C.N.R. and the
C.PR.? Are they co-operating now in the working of their respective roads?

Mr. Huxcerrorp: To a certain extent, yes. There always has been a very
considerable measure of co-operation; there are a very large number of co-oper-
ative agreements in force between the two railroads at the present time. Many
of them have been in existence for years.

Mr. Hanson: Would the chairman of the railroad give us some information
on this co-operation and co-ordination? Is it based on a 50-50 split or mileage
basis or what is it based on? Is it based on one horse and one rabbit, or some-
thing like that? We have discussed co-operation and co-ordination in this com-
mittee for a number of years and I should like an explanation from the chairman
of the railroad as to how it is worked out and what it is based on. :

Mr. ArmstroNG: The co-operative projects which have been gone ahead
with are first studied by a joint committee of the two railroads; that is, the
technical officers of the two railroads. There is a Joint Co-operative Committee
so-called, consisting of the engineering and accounting officers of the two roads,
who study the projects. For example, let us take one of these line abandon-
ments shown on page 7. They come to an agreement, that is, not a legal
agreement, but they come to an agreement on a report and they recommend to
their respective executives that a certain project be gone ahead with. All of these
projects are on a 50-50 basis, that is, in dollars and cents as closely as they
can be estimated.

Mr. Hanson: Are they based on mileage?

Mr. ArmsTroNG: The economy from the co-ordination project or co-oper-
ative project is divided equally between the railroads as closely as it can be
done. For example, with regard to a line abandonment the items which would
enter into the economy would be a reduction in maintenance expenses by
abandoning one line and using the other. - The economy due to less transport-
tion expenses—they can cut out some train service, they can cut out some
station services, and so on. Now, the salvage of the line is another item. The
Interest on the salvage from the line is taken into the economy. There may be
a loss of revenue which they estimate, and for another thing there may be
Interest on the cost of connections or changes which they may have to put into
force to get the project going. After that has been all added up the economy
may be, say $20,000 per year. The agreement is so arranged that each company
gets $10,000 per year.

Mr. Hansox: Has that worked out satisfactorily?

Mr. ArmsTrRONG: I would say as far as the division of economy is concerned
there is no kick by either company.

Mr. Haxson: Has there been any duplication of facilities? For instance,
Uring war time a plant may be established on one line. Has there been a
Uplication of effort to get business there?

Mr. ArmsTtroNG: 1 would say, generally speaking, no.

Mr. SanpersoN: The pool trains come into this picture, do they not?
What about the pool trains; has that system worked out to the advantage of both
Tailroads?

Mr. ArMsTRONG: At the time the pool was put in effect, sir—that was in
1933 and 1934—the economy was very close to $1,000,000_per year to both
COmpanjes. Of course that was a very splendid opportunity, because there
Was duplicate service between Montreal and Toronto, Montre.al and Quebec, and

ttawa and Toronto, and it has worked out quite well. Since .the trafic has
Picked up it has sometimes been necessary to add trains or sections of regular
Yains, Where the Canadian Pacific had one train and we had one train
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it was cut to one—in other words, it was cut in half, at the time the pool
agreement went into effect. Now we sometimes have three or four sections of
those trains.

Mr. SanpErsoN: From Ottawa to Toronto, for instance?

Mr. ArmsTRONG: Yes, and from Montreal to Toronto, too.

Mr. SaxpersoN: And Montreal to Toronto.

Mr. Suaw: Take the case where the C.P.R. has abandoned a line running
parallel to the C.N.R. I have in mind the Red Deer, Alberta, to Rocky
Mountain House, serving a coal mining area. Is the C.P.R. likely to use the
C.N.R. road and run their traffic over that road?

Mr. ArmsTrRONG: In that particular case the C.P.R. does not intend to take
any running rights over the Canadian National. I should have said there are
two types of abandonment, one where a line is abandoned and the railroad which
abandons it takes running rights over the parallel line. The second case is where
the railroad abandons and completely gets out of the territory; leaves the
territory to the other railroad. The line from Red Deer to Rocky Mountain
House is the second case. The Canadian Pacific would withdraw from that
territory entirely.

Mr. MayBaNk: In so far as the other case is concerned it is a matter of
agreement or else it is a matter of the judgment of the transport board or both
bodies; is not that right?

Mr. ArmstronG: That is right. The railroads get together and say we
can make an economy. They go to the board and say, “ Have we permission
to abandon in the public interest?” and the board balances public interest
against the economy and gives its judgment.

Mr. MayBaNk: The soliciting department of the railroad or the statistical
department of the railroad or some other department have at all times, I suppose,
tried to have a fairly good idea of the amount of traffic in the country and
where it is to come from. They are always watching these possibilities. Can
you say how many miles of passenger traffic there have been due to the move-
ment of troops? Have you any such information?

Mr. ArmstroNG: No, sir, we have not any here.

Mr. MayBaxk: What I am getting at exactly is simply this:—I do not care
whether it is measured that way or any other way—what I am getting at is this:
Are you getting your share of that section of the government business or is the
C.P.R. getting the lion’s share of it?

Mr. ArmsTrONG: I would say we want to get as much as we possibly can.

Mr. MayBank: I know that is probably correct but it is not answering the
question. You know how much there has been or you can find out how much
there has been. Now, what I want to know is whether the C.PR. in its
endeavour to get business is beating you out who, I believe, rely a little bit
more particularly in a case like this on being given the business.

Mr. Huncerrorp: That is a very difficult question to answer, Mr. Maybank,
because of the many variable factors in connection with it. I do not think it is
possible to give you a definite answer in regard to that.

~ Mr. Maysaxk: I think so. I thought we could not be quite definite about
it when I asked the question, but I want to go as near as possible to definiteness
about it, because I want to say frankly there is a very great deal of complaint
about that sort of thing. Sometimes I am able to run it down and find it to be
ill founded. Now, when a complaint is ill founded I should like to see it. But if
there is a valid complaint here then we should like to try to discover some way
of correcting it. The simple question is—it could be put in a variety of ways—
1s the C.N.R. getting a fair share of that type of business.
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Mr. HuNGERFORD: Are you speaking of government business particularly?

Mr. MayBank: I am speaking of troop movements, and I wanted to follow
that from there to the other types of traffic that are resulting from the war and
also the location of factories.

Mr. HunGerrorD: We can easily determine the amount of money that was
paid us by the government for troop movements in a given time. Whether
we could get the information as to how much was paid to the Canadian Pacific,
I do not know.

Mr. ArMSTRONG: Speaking of the figures from memory, during the first
eighteen months of the war there was about five and one quarter millions of
gross revenue on troops—

Mr. MayBank: I am sorry, I did not catch that.

Mr. ArmstrONG: There was about five and one quarter millions gross
revenue paid by the government on the movement of army, navy and air force.

Mr. MayBank: Five and a quarter million paid to you?

Mr. ArMsTRONG:—No; paid to—

Mr. MayBank: Paid by the government wholly?

Mr. ArMsTRONG: Right.

Mr. MayBank: Paid for armed forece movements?

Mr. ArmsTroNG: Of that there was approximately two million, six hundred
thousand paid to the Canadian Pacific and about two million six paid to the
Canadian National.

Mr. MAyBANK: Two million and six?

Mr. ArmsTrONG: Yes. Those are payments to the railways.

Mr. MayBaNk: You used the same figure both times—two million and six?

Mr. ArmstroNG: Right. It is practically fifty-fifty. The government pays
that money to the railway which originates the movement; that is, if they start,
for instance, on the C.P.R. and end on the Canadian National, on a movement
from Petawawa to Halifax, they pay that to the Canadian Pacific. Then there
is an inter-company payment.

Mr. MayBaNk: Yes. They pay you your mileage share. It would be
mileage, I suppose?

Mr. ArmstroNG: Well, it is a matter of the division of the fare on the usual
tariff basis. When the adjustment is made the Canadian National has slightly
more than the Canadian Pacific.

Mr. MayBank: They have paid you a little bit more than they paid the
CPR.?

Mr. ArmsTrRONG: Right. I have not got the exact figures.

Mr. Haxson: We had a report tabled in the House of Commons a short
time ago showing that the Canadian Pacific had received over one million dollars
more than the Canadian National for transporting troops since the war began.
The mileage of the Canadian National, as I undestand it, is more than the
mileage of the Canadian Pacific. If the C.P.R. received so much more than the
C.N.R., according to the report that was tabled I would like to know upon what
the fifty-fifty co-operation is based. If it is based on mileage, we should have
the benefit of the doubt. Mr. Armstrong said it was based on the originating
Point, and he cited Petawawa as an example, If it originated at a point like
Winnipeg, or practically-any of the bigger centres in Canada where the two
ines are running, I should like to have the low-down on how it is arrived at;
Whether it is based on mileage or based, as I said before, on a horse and rabbit
Plan. There must be a good basis for it.
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Mr. ArMstRONG: The basis of division is not defined by the railways; it
is up to the people who route the traffic.

Mr. HansoN: You do not mean to say that the Canadian Pacific is more
alert in trying to get traffic than the Canadian National?

Mr. ArmsTrRONG: I doubt that.

Mr. Haxson: So do I. I think the Canadian National is just as alert in
trying to get business as any other lines, but whether they are handicapped in
any way is what the committee would like to know.

The CuAmwman: I think these men want to know whether the Canadian
National is getting a raw deal.

Mr. MayBank: That is it. I have no grievance at all against the CP.R.; I
just want to see that this railroad gets a fair shake all the time. I know that
you cannot answer some of these questions directly but you might start us
off and we might get another answer some place else.

Mr. ArmstrONG: I have the figures here, if you would like to put them in
the record.

Mr. MaYBANK: Yes.

Mr. ArmsTrRONG: For the first eighteen months of the war, taking Septem-
ber, 1939, and February, 1941, inclusive, this is the report that was filed in
the house, and the figures are as follows:

The Canadian National $2,573,000.

The Canadian Pacific $2,628,000. That is, as I say, before the adjustment
is made for inner-line account. I would say it is slightly in favour of the
Canadian National. It is a very difficult thing to get because this pool that we
speak of comes into it; that is, the division of all traffic that goes through the
pool. We get fifty-fifty, but the question is who actually originated it and
brought it into the pool.

Mr. MayBaNk: Where they start off with more in the way of payments
than you but you end up with more than they, the first thing that teaches us
' 1s that more traffic originates with them?

Mr. ArmsTrONG: I would say that would be correct. That would be a fair
assumption, anyway. We handle these troop movements for overseas east of
Quebec,

Mr. MayBank: East of Quebec?

Mr. ArmsTrONG: East of Quebec city.

Mr. Huncerrorp: If a movement originates on the Canadian National
Railways, they take them through; if they originate on the Canadian Pacific
they can only take them as far east as Quebec and turn them over to us at that
point.

Mr. MayBank: Yes. That would mean, then, would it not, that in view of
the fact that you get all the business east of Quebec, because you have to
get it—

Mr. ArmstronG: That is only on the overseas traffiec, of course, which is
not the biggest proportion.

Mr. MayBank: Only on the overseas traffic?

Mr. ArmstroNG: Only on these troops which move east of Quebec.

- Mr. MayBank: Yes. I said in view of the fact that you get all of that
which is east of Quebec—which you really have to get—then the fact is that
every place else in Canada where there are two lines the business must be first
~ of all in a greater number of cases given to the C.P.R.? That is right, is it not?
Mr. Huncerrorp: There are the figures.

Mr. ArmsTroNG: The figures would indicate that, yes, definitely.
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Mr. MayBank: There is not any other factor that might be mentioned that
would vitiate that conclusion being drawn?

Mr. ArmsTtrONG: None that 1 know of.

Mr. MayBank: What is the ratio between the two on mileage?

Mr. ArmsTrONG: About fifty-six—forty-four.

Mr. Nicrousox: Fifty-six C.N. and forty-four C.P.?

Mr. ArmSTRONG: Yes.

Mr. Maysank: West of Quebec, what would vou say? What yould you
cut off and what ratio would you then give?

Mr. ArmstrONG: I do not know definitely what you would eut off. You
would cut off more on our line. :

Mr. MayBank: What did you say the ratio was?

Mr. ArmsTrONG: About fifty-six—forty-four, I believe.

The CrHarMAN: Fifty-six is C.N.R.

Mr. MayBank: Are you getting that now?

Mr. ArmstroNG: I am just checking the figures. The main line mileage
Splits 21,799 for the C.N.R. as compared with 16,829 for the C.P.R. 56 per cent
1s C.N. and 44 per cent C.P. That is in Canada.

Mr. Maysank: In Canada?
Mr. ARMSTRONG: Yes.

Mr. Maysank: You would not want to mix up any of the other lines in
this discussion. That is the whole?

Mr. ArmsTronG: That is the main line mileage, meaning the miles of road.

Mr. MayBank: That means any road which is what other people would
call a train road? You are excluding all manner of side tracks, but you do not
Mean to say that is just east to west main lines?
A Mr. ArmsTrONG: That is main lines exclusive of yards, terminals, siding,
ete. :

Mr. Maysank: Now, could you give us the same thing east of Quebec, not
how, perhaps, but later?

Mr. ArmstroNG: We could, I think, make a division of it, yes. That is,

€ast of Quebec city?

Mr. MayBaNk: Yes.

Mr. ArmstroNG: We can do that.

Mr. Maysaxk: What about the freight traffic connected with the war?

Mr. ArmsTtroNG: We have not available any figures that I know of that
Would indicate what proportion of the business is being handled by the

anadian National or the Canadian Pacific. )

Mr. Ross: Have you the freight earnings of t.he CPR for 19397

Mr. ArMsTrRONG: Yes.

The Cuamrman: Mr. Hungerford says he could have Mr. Fraser here in the
Morning to discuss this matter.

Mr. Huxcerrorp: He is the Viee-president of traffic and he is in the city and
Might remain here all night. I will make an effort to get him up here in the

Ining,

Mr. Mavysaxk: That is quite satisfactory. ~ _

The Cmammax® This is the one ocasion in the year when you have the
9Pportunity to have a good, healthy discussion of this matter, and it is not in
¥ mind to curtail it, but still we do not want to waste any time.

Mr. Haxson: We are not wasting any time, Mr. Chairman,
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Mr. EmMERrson: There is an entry here giving the personnel of the C.N.R.
which amounts to about 5 per cent, roughly speaking, over the whole system.
Have you any figures that would show the increase by regions?

Mr. ArmstrONG: The increase by regions of what figures? I am afraid I
did not catch your question. .

Mr. EmMMERsON:  On page 5 you have shown the employees as 4,702,
bringing the total up to 82,831. That is roughly about 5 per cent for the whole
system. Have you any figures showing the increase by regions?

Mr. ArmstrONG: We have not got them here, sir, but they could be
supplied.

Mr. Nicuorson: Could you also supply the profit according to regions, so
that we may see where the increased business is?

Mr. ArmsTrRONG: I am expressing my own opinion; that does not mean
very much. There are arbitrary divisions made of revenues and expenses
between regions; for operating purposes the railway gets out certain figures.
As to whether a region is profitable or not, I do not think you will find that
from those figures.

Mr. MayBank: Could you give the amount of troop traffic and the amount
you got, originating west of Quebec?

Mr. ArmstroNG: May I say, first of all, that the figures, which I read,
were supplied by the Department of National Defence, not by the railways. I
think the Department of National Defence would be in a much better position
to give them.

Mr. MayBank: They could supply the total?

Mr. ArvsTroNG: I would think so.

Mr. MayBank: You could only give the amount that you get which
originated west of Quebec. You could give that, could you not?

Mr. ArmsTrONG: When you say originating west of Quebec and went all
of the way through, that is, the total revenue on everything originating west of
Quebec. Is that your point?

Mr. Mavsank: Not only that originated on your line but which originated
on other lines west of Quebec?

Mr. ArmsTrRONG: That could only come from the Department of National
Defence. These figures which I quoted are in the return filed in the House of
Commons.

Mr. MayBank: They could only give the total; but you could give that
which you got, could you not?

Mr. ArmsTrRONG: Yes, I think so. My question was, do you want the
earnings we get on all traffic originating west of Quebec carried right through
to its destination?

Mr. MayBaNKk: Yes.

Mr. ArmstroNG: That could be obtained.

The Cramrman: All traffic?

Mr. MayBank: Well, all this kind of traffic.

The CralrMAN: I know. You mean military traffic?

Mr. MayBank: Yes; and of course this is only passenger traffic. This i8
~ only troop traffic or armed forces.

Mr. Pourior: I should just like to ask a question here, Mr. Armstrong.
When you made that percentage division of passenger traffic for the Department
of National Defence between both railways, did you take into account the

passenger traffic which is given by the department to the Canadian Pacifi¢
Steamships?
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Mr. ArmsTrONG: No, sir.

__Mr. Pounior: This is a different share that does not enter into that
division of traffic? You laid it aside and you considered only both railways?

Mr. ArmsTRONG:® Your question is that this is only railway traffic, not
steamship traffic?

Mr. Pounior: Yes, to a certain point. But I want to know if in the
Separation of shares between both railways, the traffic that is given by the
Department of National Defence to the C.P. Steamships is taken into account?

Mr. ArmsTRONG: I think you would have to ask the Department of
National Defence. But I understand that this is only railway traffic.

Mr. Pourior: Those are not your figures. Those are figures of the
Department of National Defence?

Mr. ArmMsTrONG: Yes.
Mr. Pourior: Which you cannot check definitely?

Mr. ArmstroNG: We have checked the Canadian National and it is
approximately correct.

Mr. Pourtor: Yes, but you have not the other side of the picture.

Mr. ArmsTtroNG: We have not the other side of the picture. -

Mr. MayBank: Was all of this which you have just been telling us about
this movement of the armed forces strictly an eastern movement, or was it
anywhere? »

Mr. ArmsTrONG: That was anywhere in Canada.

Mr. DoxNeELLY: You were asked a while ago, I think, for the gross freight
on the C.P.R.

Mr. ArmsTroNG: Yes.

- Mr. DonNerny: It is found on page 22 of the C.P.R. report.

Mr. Ross: The 1939 figures I checked over.

Mr. DonNeLLy: This is 1940, compared with our 1940. I think it is well
to compare those.

Mr. Ross: Yes.

Mr. ArmstroNG: The C.P.R. revenues for freight, according to their report,
Were in 1940 $134,659,475.

Mr. Ross: Gross earnings.

Mr. DonneLLy: Is that page 22?

Mr. ArmstroNG: Page 36.

Mr. Doxnerny: Of the C.P.R. report?

Mr. ArmstroNG: Page 36 of the Canadian Pacific report.

Mr. DonNELLy: When I got the Canadian Pacific, I was on page 22.

Mr. Ross: There is a difference of a million dollars there.

Mr. ArmstrONG: They have two different 'figures there. I do not know
What the difference is. .

- Mr. Mayeaxk: Yes; 134 and 135.
Mr. Ross: Can we take the 1939 figures then?
f Mr. ArmsTrOoNG: We cannot tell you what the difference is, but there are
lgglllres shown on page 36 of the Canadian Pacific report, comparing 1939 and
0 freight revenues; 1940 is shown as $134,659;475, and for 1939, $119,347,237.
Mr. Maysank: Nearly a 13 per cent increase.
Mr. DoxneLLy: On page 22 they give you what their revenue was for
ght, passenger, mail and express.
Yia Mr-‘MAYBANK: The same wording exactly. I think the word “ gross” is
Sed in it, somewhere.

f rej
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The CuammMman: Well, gentlemen, we are really considering the report of
the Canadian National.

Mr. NicaoLson: There is one other question I should like to ask before you
pass on, Mr. Chairman, and it is in connection with freight rates on scrap
metal. As a result of appeals made by the National War Services a great many
people have piled serap iron along the sidings in western Canada. The reason
it is not moving is that the National War Services say they cannot get reduced
freight rates, that freight rates are so high that this scrap is practically worth-
less as far as the local shipping points are concerned. I wonder if there is any
possibility of having this scrap moved to where it can be used? What is the
policy in connection with reducing the freight rates for purposes of this sort?

Mr. MayBaNk: Out around Winnipeg you did carry some of that serap iron
on an 0.C.S. basis for a while, did you not?

Mr. Hu~Gerrorp: We gather it together at certain points; then dispose of
it from there.

Mr. MayBaxk: I beg your pardon?

Mr. HuNceErrForD: We gather the serap up and move it in, as 0.C.S. material,
to certain specified points and then we sell the scrap from those points.

Mr. MaYBANK: You mean that is what you do with your own?

Mr. VaveHAN: The steel controller has set the price at all important centres
for serap, and we cannot get the gross price at those centres and we have to
deliver this and absorb the freight, whatever it may be, to those points.

Mr. MAYBANK: You are speaking of your serap?

Mr. VaveHAN: Yes. But it has been set on most other classes of scrap too.

Mr. MayBaNk: But my question was that I think you did make an arrange-
ment with scrap dealers on an O.C.S. basis or an O.C.S. basis plus 10 per cent
or something like that out around Winnipeg, and it ran for a while.

Mr. VaveaAN: I do not think we ever made any such arrangement.

Mr. MayBank: No? I was told that by a serap iron dealer at the time
they met at some sort of convention here a little while ago.

Mr. VaveaAN: That was not true. We sell our scrap at the delivered price.

Mr. NicuoLsoN: I have been receiving a great deal of correspondence from -

people in the west. They are annoyed at seeing scrap piled up there. It is
rather unsightly. The National War Services blame the railways for refusing
to budge on the rates. What is the policy? What are prospects of this serap
moving?

Mr. VaveHAN: I think that has been gone into fully with the freight traffic
department of the various railways and they have adopted freight rates which
they think are fair under the circumstances.

Mr. ArRMsTRONG: It is really a matter for the railway association—that is,
the railways together—to do something about it.

Mr. Nicuouson: The National War Services said they would advise me
when reduced rates were available. I have not got any information yet.

Mr. Pourior: Mr. Armstrong, do you have for the freight more definite
statistics than for passenger traffic of the army?

Mr. ArmsTroNG: No, sir. We have not. We have not got anything com-
parable, for example, with this return which was made in the House of Commons.

Mr. Pountor: But do you have it from the Department of Munitions and
Supply ?

Mr. ArmsTRONG: No, sir. That is a statement of what we got and the

- Canadian Pacific got? Is that your point?

Mr. Pountor: Yes.

il
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Mr. ArmstrOoNG: No, sir. We get no such statement that I know of.

Mr. Pouvior: But it is easier to check freight traffic than to check passenger
traffic, is it not?

Mr. ArmsTRONG: I do not know that it would be, no sir. With freight
traffic, you would have to check all bills; every bill that covered a shipment would
have to be abstracted to find out where it was coming from and going to.

Mr. Pourior: How do you manage to try to get your share of the freight?

Mr. ArmstroNG: Well—

Mr. Pourior: Is that a secret?

Mr. ArmsTrRONG: No. I think that is a question which Mr. Hungerford
suggested Mr. Fraser might well answer. Mr. Fraser is vice-president of traffie,
and that is within his province.

Mr. JackMAN: Would it throw any light on this question, inasmuch as most
of the increase is stimulated directly or indirectly by war traffic, if you take
the increase in operating revenues of the Canadian National and compare it
with the 1939 total; and also take the gross earnings, which I believe is a
comparable item, for the C.P.R. with operating expenses in the C.N.R. and make
a comparison? I have just made one here. It would appear that the gross
earnings of the C.P.R. went up 13 per cent and the gross earnings of the C.N.R.
went up 21 per cent. But it would seem that, inasmuch as the increase is due
to more business, the C.N.R. has certainly done infinitely better than the C.P.R.,
1t has been getting more business. Are those comparable figures that I have
been using?

Mr. ArmsTrOoNG: That is a matter for some argument as to whether they
are or are not comparable.

Mr. Jackman: What is that?

Mr. ArmsTRONG: I say that is a matter of some argument.

Mr. Ross: Where do you get those figures?

Mr. Jackman: The C.N.R. went up $43,407,000 on the 1939 basis of
$203,820,000, which is 21 per cent. The C.P.R. went up $19,684,000 on the 1939
basis of $151,280,000, which is only a 13 per cent increase as against 21 per cent
for the CN.R. Are those reasonable and comparable figures?

Mr. ArmstroNG: First of all, Mr. Jackman, the figures for the Canadian
National are for the system, including the States.

Mr. Jackman: I realize that.

Mr. ArmstroNG: And the Canadian Pacific figures, of course, are for
Canada. '

Mr. JackMaN: That is Canada only?

Mr. ArmsTrONG: Canada only, because the only lines they have in the
States are running through Maine. ‘

Mr. Jackman: Does that include steamships and hotels?

Mr. ArmstronG: Not in gross revenues.

Mr. Jackman: Not in gross revenues?

. Mr. ArmsTtrONG: There are several differences between the way phe account-
Ing for the Canadian Pacific is done and our own, as to what is shown in
Tevenues and what is shown in expenses. }

Mr. Jackman: It would not appear that you are lagging very much?

_ Mr. ArmsTronG: No. You may find however in previous years that the
Tatios were the other way.

Mr. Jackman: Yes.



72 STANDING COMMITTEE

Mr. ArmsTRONG: Then in 1941 you will find that the Canadian Pacific is
a little better than we are in increases.

Mr. Jackman: Yes.

Mr. ArmstroNG: It fluctuates backwards and forwards, one year with
another.

The CramrmaN: Can we leave this matter here, gentlemen, until Mr. Fraser
appears tomorrow, when he will probably be able to give more definite informa-
tion, and proceed with the report?

Mr. Maysank: It is agreeable to me.

The CHamRMAN: Suppose we move on to page 10.

Mr. Pourtor: But we can go back?

The CralrMaAN: Yes, we can go back.

Mr. Jackman: On that point raised by Mr. Hazen in regard to staff; I note
there was an increase of 4,702 employees. Can anything worth while in the way
of reducing what you might call surplus employees be made at this time? I have
in mind the fact that there are competing services, and even looking at the
two railways together there is overstaffing of the railways but perhaps no
overstaffing as to either one of the railways considered by itself; and you have
added 4,702 employees during the last year; are those mostly young men you
have taken on?

Mr. Huncerrorp: If T understand your question correctly; we only employ
the bare number of employees necessary to carry on the work at any given time.

Mzr. Pourior: Well, Mr. Armstrong, isn’t it true that in many cases men
are working overtime or time and a half?

Mr. ArmsTrONG: There are some, yes.

Mr. Pourior: And do you not have some trouble with the Brotherhoods
who want their own men to work overtime to the detriment of other people
who should be working there? You do not consider that from that angle?

Mr. Hu~cerrorp: There are no men working overtime unless the circum-
stances make it necessary at that particular time and place.

Mr. Pouvrior: Well, T know very well, Mr. Hungerford, that it happens at
times that the Brotherhoods oppose the employment of new men just to give
their own members an opportunity to work overtime, and I find it unfair, and
I know it; and, of course, there should surely be something done by the manage-
ment to correct it, to see that the man who has two days work is checked so
that the other one who might be starving can have a chance. I do not think
it is fair at all; and of course it does not come to the notice of the management,
it is done by some people underneath who try to pull the strings in order to have
more influence and serve their own friends. It is not fair. I know the Brother-
hoods are very powerful and there must be a check at times.

Mr. Maysank: It is not a fact on the contrary that in general all of the
Brotherhoods voluntarily put themselves on short time in order to employ as
many more men as could be given work; has not that been the system in vogue
for a number of years?

Mr. Huxeerrorp: That was done during the period of the depression.

Mr. MayBaNk: And it lasted until only a short time ago. For example,
all the running trades voluntarily put themselves on certain mileage limits that
they could not exceed—that was only changed a short time ago, wasn’t it?

Mr. Pourior: Some Brotherhoods do that, not all.

Mr. MavBank: Not all, perhaps, although it is the general rule throughout
- the country; I do not know a particular place.

. The CaammaN: Yes, and all the shop men were taking a four-day week
in order to spread employment around.
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Mr. Pourtor: Perhaps that is done, but it is not always done.

The CHamMAN: I think it will be found that overtime only goes into effect
when the company has not got the men to do the necessary work and the job
is required to be done within a certain time, so the men capable of doing it are
called upon to do it.

Mr. Pourror: That is your view.

The CuamrMAN: No, I know that.

Mr. Pourtor: That may be all right in your constituency but it is not in
mine; with all due respect to the chair.

Mr. Jackman: The point I was trying to arrive at was in any previous
talk in years gone by about the co-ordination of any part of the service we
heard a great deal about man- power and the economies to be made by amalga-
mation, yet at the present time in the face of the present difficulties we find it
has been necessary to take on a substantial number of men. Is it not possible
to co-ordinate any of the services; express, telegraphs, or things of that kind,
particularly when the men are needed elsewhere?

Mr. Hungerrorp: I think it would be a great mistake to disturb any
organization at the present time under war conditions.

Mr. Jackman: That is a rather conclusive answer; and I presume that
applies also to the telegraph and express divisions of your business?

Mr. Huncerrorp: The telegraph facilities of both companies as far as I

+know are almost fully occupied at the present time.

Mr. JackmaN: And neither one could take over the work of the other with-
out taking on virtually all the personnel.

Mr. Huncerrorp: I do not know whether that could be done in peacetime
or not, it may be debatable, but it certainly should not be done in wartime
when the load is increasing every day.

Mr. JackmAN: You are not then, in view of the large volume of busmess
which is going through at the present tlme going to try to reach any solution of
Canada’s railway problem?

Mr. Huncerrorp: I do not think there is any short-cut of that kind
Possible.

Mr Jackman: At the present time.

‘The Cmamrman: I think we will proceed with page 10, gentlemen; Mr.

rmstrong.
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Mr. ARMSTRONG:

CONSOLIDATED BALANCE SHEET

ASSETS
Investments:

Investment in Road and Equipment.. $1,874,172,774 14
Improvements on Leased Property.... 4,389,124 27
Miscellaneous Physical Property..... 62,361,526 50
Sinking Funds:

System Securities at par.......... $ 389,304 13

Other Assets at cost.........cvu0.. 275,406 92
Depossi?:s1 in lieu of Mortgaged Property

old:

System Securities at par.......... $ 1,829,500 00

Other Assets at cost.........vouunne 2,591,613 83
Investments in Affiliated Companies...........c.couee.
Other Investments:

System Securities at par.......... $ 80,000 00

Other Assets at cost.............. 697,197 27

Current Assets:
B e i st R s P R S e N D AR b
Bineevail D enoBIb s s5c i it s o p s iulhis s ol < bosr ik e
e RetorvabIo it Sy i 2o S e o e aiovs i S5 o b s 4s
Traffic and Car-Service Balances—Debit..............
Net Balances Receivable from Agents and Conduectors. .
Miscellaneous Accounts Receivable... $ 8,785,332 75
Dominion Government—Balance due §
under 1940 Budget.......convuuunes 287,623 95

Mterinl and Buppliess i, 0 i AR S L TS
Interest and Dividends Receivable...................
R OEE B ECEITADIO ¢ 2y x v s woinsis b s v o s tn o s oia e o e a7 S5
ey  Currenl: AeSOlB: o.: 1515 ainbaamne b Patenive viieys

Deferred Assets:
Workirip Fuhd Advanceli’ .. hois v dai s vdinunassotes
C.N.R. Insurance Fund:
System Securities at par.......... $ - 7.778,183 52
Other Assets at cost....... cavasvs 4,604,645 90

G g (g R SR LR SRR NGNS O e L PSR L
tter - Deforred AmBeti. i i $hdns vbbddicaseiniad s b vases

Unadjusted Debits:

Rents and Insurance Premiums paid in advance......
Biscount on: Capital Bhoek: i .o eis@hoe aae bosiosss
Bigcount-on Funded Debk. . v oo v ks oo o wdmaiso s ssidi
Other Undadjusted Delit. 5 v vvivnsonsiessashsalso

$1,040,923,424

664,711

4,421,113
38,554,956

777,197

$ 9768880
7,494,365
100,000
1,356,928
8,691,734

9,072,956
32,602,939
266,051
120,924
1,418.871

$ 198,838

12,382,829
14,506
4,859,320

$ 226,170
189,500
11,255,697
2,855,216

91

05

83
14

27

71

62
81

$1,985,341,403 20

70,893,652 05

17,455,495 07

14,526,585 14

$2,088,217,135 46
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AT 31st DECEMBER, 1940.

LIABILITIES
Stocks:
Capital Stocks of Subsidiary Companies owned by
e T R e A N i o S R Lo e A RS
" Long Term Debt:
Funded Debt Unmatured .........coovveenueneenenns

Dominion of Canada (Accounts treated as assets in
Public Accounts of Canada):

NI X300 o R il s ek g s D e T

Canadian Government Railways—Working Capital....

Current Liabilities:

Traffic and Car-Service Balances—Credit ........
Audited Accounts and Wages Payable ....
Miscellaneous Accounts Payable ........
Interest Matured Unpaid
Unmatured Interest Accrued o
Unmatured Rents Accrued .... T P e Y
Aperied! Tax Lishiliby oo il i v e e
Other Ciirrent TaabilRtISR" .. /¢ ok (v e s ane « ase Shivbivs

Deferred Liabilitien . o i o thice oo ittt s &

Unadjusted Credits and Reserves:
O R AIDRNTADTE JOEBTVE = s s e e et Nie ot o 4 8

Aboruned. Depreciation =i’ 5 st e e samssa it
Other Unadjusted Credits and Reserves ..............

Dominion Government—Proprietor’s Equity (See Note)
_ Represented by:—

1,000,000 shares of no par value capital stoqk of
Canadian National Railway Company issued
in exchange for the residual value of Canadian
Northern capital stock ........c00vvnn Sesas

5,000,000 shares of no par value capital stock issued
by Securities Trust to the Government in
consideration for the transfer of securities,
advances, claims for unpaid interest and
collatoral securities .................cee...

Dominion Government Capital Expenditures for

Canadian Government Rys .........ccioviaiainas

Contingent Liabilities: i
For major contingent liabilities, including pension plans,
see page 21.

I‘TOTE:—The Proprietor’s Equity is included in the net
debt of Canada and is disclosed in the historical record
o vernment assistance to railways as shown in the
Public Accounts of Canada in accordance with The

anadian National Railways Capital Revision Act, 1937.

16,771,980 54

1,915,697 88

4,895,335 88

385,752,583 69

$ 4,566,600 00

1,199,816,334 09

$113,882,334 43
130,654,314 97
$ 4,362,915 01
10,418,008 04
3,163,352 51
8,235,472 04
9,324,714 20
410,191 07
1,606,240 60

39,436,591 35
8,405,149 94

$ 12,382,829 42
600,790 50

35,878,955 80

$ 18,000,000 00

265,706,605 62

669,459,189 31

$2,088,217,135 46

T. H. COOPER,
Comptroller.
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The Cuamrmax: All right, gentlemen, proceed. Is there any debate on
this sheet or shall we go on?

Mr. Hazen: Under the heading “assets and deposits in lieu of mortgage
property sold, system securities at par”; might that be explained. I do not
understand that item?

Mr. Cooprer: Under some of the trust deeds securing the bonds of the
company, it is a requirement that if any of the mortgaged property is sold the
proceeds from the sale should be deposited with the trustee and held for the
ultimate redemption of the issue.

Mr. Hazex: What bonds are they?

Mr. Cooprer: There are quite a number of bonds. I could give you the
different issues involved in that item.

Mr. Hazex: Are they C.N.R.?

Mr. Coorer: They are principally bonds of the Canadian Northern and the
Grand Trunk Pacific Railway companies.

Mr. Pourior: Are they held by the government?

Mr. Cooper: They are assets of the railway in the hands of the trustees,
under the various mortgages.

Mr. Pounior: To speak in a broad way, what amount is held by the
government and what amount by individuals including companies?

Mr. Coorer: Not any of that amount is held by the government.

Mr. Pourior: T mean what amount of the bonds of the Canadian National
system is held by the Dominion Government and by other persons using “person”
in the legal sense?

Mr. Coorer: I doubt whether any bonds of the Canadian National system
are held by the government of Canada.

Mr. Pourior: They are held by private individuals, by persons?

Mr. Cooprer: By the public.

Mr. Pounior: Yes, by the public.

Mr. Hazen: How do those bonds come to be in your possession? They
have been issued to somebody else; how do you come to sell them?

Mr. Cooper: These are not bonds, sir; these are deposits.

& dl;/Ir. PouLior: Mr. Hazen is speaking of deposits and I am speaking of
onds.

Mr. Cooper: The question arose on this particular item, deposits in lieu
of mortgage property sold. Now, as I explained, if you sell property subject to
mortgage the proceeds of the sale are deposited with the trustee and they may
be invested by the trustees in securities, and they are so invested.

Mr. Pourior: Now, Mr. Cooper, I would like to come to the crucial point
of the financial problem of the Canadian National Railways: it is the accumul-
ation of deficits for which the railway is paying some interest or is charged
some interest by the government, and of course this year we have $16,000,000
deficit for which there is an item in the estimates.

Mr. Cooper: Yes.

Mr. Pourtor: And there was a deficit each year.

Mr. Cooper: Yes.

Mr. Pourior: The railway is supposed to meet the interest on that to the
government is it not?

Mr. Cooper: No, sir. In 1932 the Minister of Finance, Mr. Rhodes, changed
government policy with respect to payment of deficits of the Canadian National
Railways. Previously the government had advanced as loans to the railway
whatever sums were needed by the railway to meet operating deficits. From
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1932, however, sums have been voted by parliament without any strings
attached or without any interest charged against the railway, and under the
Capital Revision Act of 1936 any loans made prior to 1932 which were for
deficit purposes were removed from the railway company’s balance sheet
through the medium of the Securities Trust. So that in the liabilities of the
railway today there are no obligations representing the funding of deficits, and
I do not think we should say that in our interest charges are any amounts
representing sums borrowed for deficit; the interest in the railway accounts
today is interest on the moneys invested in railway property—

Mr. Pourior: Invested by the public.

Mr. Coorer: Invested in railway property.

Mr. Pourior: Yes.

Mr. MayBank: Not the Canadian National, but stuff you took over—
investment by the public in railway property before they were ever Canadian
National at all.

Mr. Jackman: Privately owned lines.

Mr. Pourior: Now, the amount that is in the estimates this year is like a
subsidy to help the Canadian National make both ends meet.

Mr. Coorer: Yes, if subsidy is the right word. It is the contribution by
the Dominion to pay the deficit of the Canadian National Railways.

Mr. Pourtor: It is just a help, call it a subsidy or a contribution, it is the
same thing, and it is not charged to you.

Mr. Cooper: No, it is given to us. .

Mr. Povrior: That is why we have to be careful to scrutinize these things
carefully.

: Mr. Coorer: Certainly. We hope next year there will not be any such
gure.

Mr. Ross: On page 11 under “Liabilities” and going over to page 22 I see
there a schedule of companies composing 102 in the 1939 report and comprising
$282 million, and in the 1940 report the companies have been reduced by 6 to
96 but still it shows $283 million. Could that be explained? There are six
less companies and a million more dollars?

Mr. Cooper: The amount in 1940 is less than in 1939. The total of capital
stock issues in 1939 was $214 million; at the end of 1940 the sum is $204 million.
There has been a reduction of six companies and about $10 million in the total
stocks.

Mr. Ross: Yes, that is correct.

Mr. JackMman: There is this item, acerued depreciation $18 million. That
Is the item you set up since last year on rolling stoeks?

Mr. Cooper: No, as we said in the report we had been accruing depreciation
on United States lines with respect to rolling stock for a number of years, and at
the end of 1939 we had a reserve of $16,353,000.

Mr. Jackman: That you carried forward.

Mr. Coorer: Sixteen million dollars.

Mr. JackmaN: You only increased it by two million of dollars last year.

Mr. Cooper: Yes, but the increase represents in the first place a credit of
Some $11,600,000, less charges against the reserve of about $9,000,000. Within

e year we credited to reserve by charges to expense $11,600,000 and we charged
1o reserve with respect to property retired the sum of $9,000,000, so thgz reserve
Nereased some $2,600,000, and the $16 million which we had at the beginning of
e year plus the increase during the year brings out the figure of $18 million
At the end of the year.
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Mr. Jackman: I understood last year we were following the same principle
in regard to depreciation on rolling stock as the I.C.C. formulated by the
American railroads, but we are only now adopting American practice in regard
to rolling stock in Canada?

Mr. Cooper: That is so.

Mr. Pourior: Do you know what puzzles me most in this balance sheet?
It is not the $2 billion $800 million, it is the 46 cents on each side of the sheet.

The CuARMAN: Page 12.

Mr. Jackmax: In regard to the sinking fund on this rolling stock, some of
the money that you asked parliament to appropriate this year is for rolling
stock, is it not?

Mr. Cooper: Yes.

Mr. Jackman: In previous years that was part of the parliamentary appro-
priation, but under the regular sinking fund plan. Have you paid the money
back to the government each year, the percentage which is proper under the
agreement, or what happened to that exactly?

Mr. Coorer: In respect to—?

Mr. Jackman: Rolling stock that you purchased under the amortization
plan.

Mr. Coorer: Are you speaking of the particular issues which were financed
in the first place by the government?

Mr. JackMAN: Yes.

Mr. Cooper: We did in 1941 repay to the government the annual instal-

ment due in that year. All our equipment issues are on a serial basis, not a
sinking fund basis; we repay, generally over a period of 15 years, 1/15th per
annum of the total issue.
- Mr. JackmAN: And the experience has been with the money under all these
1ssues which bore the government endorsement when the money was raised that
the proper percentage each year was paid directly to the government and you
have maintained those payments under the sinking fund plan in connection with
the rolling stocks and equipment?

Mr. Cooprer: There were only two cases where the equipment was financed
by the government, one was in 1936, I think, and one was last year. Generally
our equipment issues are issues to the public and we repay each year the annual
instalment due.

Mr. Jackman: But the two times that the government has financed the
money directly you have made the payments directly to the government?

Mr. Coorer: On the issue made in 1936 we have met all instalments as
they fell due; on the issue made in 1940 I do not think an instalment was called
for in that year. The first instalment will appear in 1941.

The Cuammman: Page 12.
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Mr. ARMSTRONG:

CONSOLIDATED PROFIT AND LOSS ACCOUNT
YEArR Enpep 31st DECEMBER, 1940

Debits:
Debit Balance transferred from Income.............. $ 15,384,569 66
Debits from Retired Road and Equipment............ 1,682,855 06
Misgellapeous! - DabBile. . i 5e.o0 552 00 hsee i b s 126,418 23
$ 17,193,842 95
Credits:
Credits from Retired Road and Equipment........... $ 14,138 20
Miscellaneous. Credilgs. o it lut s bos i oh saess s 214,660 57
$ 22879871 ®|
Cash Deficit, Contributed by Government................. $ 16,965,044 18
Capital ﬁain on redemption of G.T.R.
49% Perpetual Debenture Stock..... $5,508,500 00
Line abandonments and other capital
losses (Details on page 18)........ 3,809,320 80
Net Gain credited to Proprietor’s Equity....... 1,694,179 20

$ 15,270,864 98

Mr. Pourior: Before you go farther, there is something about the Grand
Trunk debenture stock, and I have seen something somewhere about the repat-
riation of the Grand Trunk Railway stock; on what page is that?

Mr. Coorer: On page 6. :

Mr. Pounior: Yes, I see it now. Well, now, on the sixth line there is
mentioned that the vesting price was £103 17s. 4d. per 100 pound stock surren-

-dered payable November 26, 1940, plus a certain amount for accrued interest.

Was that stock at par when it was redeemed? '

Mr. Cooper: No. The vesting price of £103 7s. 4d. was the market price on
October 26, which was the date the vesting order was made.

Mr. Pourior: Therefore the stocks have a plus value on account of the
fact that it was to be redeemed. ;

Mr. Coorer: No; the stock at the time it was vested was not sub_]ect to
call; it was a perpetual stock. But the British government under their War

easures Act— . . :

Mr. Pourtor: It is said here there was an order made by His Majesty’s
treasury of the United Kingdom dated October 26, 1940, stating that s_uch
Portion of the said debenture stock as was held by residents of the United
Kingdom was transferred to the treasury, which means that the United King-
dom treasury took hold of that stock that was held by people living in Great

ritain.

Mr. Coorer: Yes. i

Mr. Pourior: And the vesting order was made upon the condition that
the Canadian National Railway Company would purchase the stock from the
treasury under the vesting price. Well, then, did the order apply to the Cana-
dian National Railway or was it done willingly?

Mr. Cooper: It was an arrangement between the finance department here
and the British treasury in London. - :

Mr. Pourtor: Over your heads. Speak frankly, as you have done since
the beginning, Mr. Cooper. FOR

Mr. Cooper: Well, of course the repatriation of securities is not a matter
Which any corporation to-day has anything to do with or say about; it is a
Matter entirely in the hands of the government concerned.
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Mr. Pourior: In fact, you were not consulted?
Mr. Coorer: Well, I could not say that.
Mr. Pourior: You were consulted after it was done?

Mr. Cooper: I was not consulted, but I could not say that other officers
of the railway were not consulted.

Mr. Pourior: Mr. Cooper, you are acquainted with the railway problem.
You know these accounts as well as, if not better, than anyone else, and there-
fore this was your field of action.

Mr. Cooper: Yes.

Mr. Pounior: In faet, you are the financial expert of the Canadian National
Ruilways.

Mr. Coorer: No, I am only the accountant of the National Railways.

Mr. Pourror: You say that in your very modest way.

Mr. Ross: A distinetion without a difference, that is all.

Mr. Pourior: Mr. Cooper, I am greatly interested in this because I want
to know how it works and whether or not it was done outside of the management.
I cannot get any information naturally from outside, but this is an important
thing. It was a very big piece of business and I should like to know how it was
done. Is that not true, Mr. Cooper?

Mr. Cooper: I think it is as it is set out here. From the railway point
of view it was a very good piece of business.

Mr. Pournior: Yes, because you got rid of that obligation.

Mr. Cooper: Yes, we gained $5,500,000 on the purchase price.

Mr. Pourtor: Oh, yes.

Mr. Coorer: And we saved in interest charges $740,000 a year.

Mr. Pourior: I am not questioning that. It is just the same as if I owed
$500 to a man and a friend of mine paid it and T got rid of the obligation.

Mr. Cooper: Can we express it this way? The British government have
from time to time named the United States and Canadian securities which
became subject to their vesting order. These companies were not consulted.

Mr. Pourior: No, it was done between government.
Mr. Coorer: Yes.
Mr. Pourior: And as I said, over the heads of the company.

Mr. Cooper: The British government, I think, does not even need to
consult the Canadian government. They were taking away from their own
citizens the property of those citizens.

Mr. Pouvrior: Yes, exactly. Now, Mr. Cooper, there is one question that
I want to ask you and it is very simple. Did you or did the management to
your knowledge have the opportunity to say it is a good piece of business before
it was done?

Mr. Cooper: It is not within my knowledge whether they did or not.

Mr. HunGerrorp: I think it was; I think we agreed.

Mr. Gray: What difference does it make?

Mr. Povrior: Did we have the opportunity to say to the government it is
good before it was done?

Mr. Gray: I do not see what difference it makes.

Mr. Pourtor: Tt makes a great difference.

Mr. Hu~nGerrForp: I am speaking from memory now, but I think the deal
was approved by the directors of the Canadian National Railways.

Mr. Pouvior: Before or after?
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Mr. Hu~cerrorp: Before.

Mr. JackmaN: May I ask exactly what has happened to these perpetual
debenture stocks? Have they actually been retired now?

Mr. Coorer: Noj; the government is holding them as security for their
advances to the railway.

Mr. JackmaN: The railway really did the purchasing, then.

Mr. Cooper: Yes.

Mr. Jackman: With money advanced by the government?

Mr. Cooprer: . Yes.

Mr. JackmaN:  And put the bonds or notes in collateral to the government.

Mr. CoopEr: That is correct.

Mr. JackMAN: So that the debentures are either off the statement now or
will come off when you get them completed.

Mr. Coorer:  Yes; at the end of the year £10,000,000 had been taken up.

Since that date an additional £11,150,000 have been taken up. Actually
£21,150,000 have been taken up so far, and the government holds the securities.

The CuamrMAN: This is the great batch of bonds that has been causing
trouble all along for years, and the bonds which the committee has been discussing
for years.

Mr. Gray: Part of it.

The CramrMAN: I know, part of it.

Mr. Jackman: They will stand then as a collateral liability of the
company, will they, inasmuch as they have been—

Mr. Coorer: Yes, but as far as our balance sheet is concerned the liability
will now be represented by a loan from the government.

The Cramrman: What proportion of those bonds is the amount that has
been mentioned?

Mr. Cooper: On which bonds?

The CramrMAN: Of the perpetual 6 per cent bonds.

Mr. ArmstroNG: There are only $70,000 worth of 6 per cent bonds.

Mr. McCurrocH: Are these 6 per cent bonds?

The CuamrMaN: No, 4 per cent bonds. There are $70,000 of 6 per cent
bonds left.

Mr. ArmstroNG: There are other 5 per cent perpetual bonds.

Mr. Cooper: About one-half of the perpetuals.

Mr. Pourior: What about the valuation of the pound at that time? When
Was it considered? Was the value of the pound -considered at the time of
he purchase or at the time of the payment?

Mr. Cooper: The value of the pound has not changed since the Foreign
E_XChange Board fixed the exchange value of the pound in relation to the Cana-
dian dollar.

Mr. Pourior: It was not the current value of the pound; it was the value
established by the Foreign Exchange Control Board.

Mr. Cooper: Yes.

Mr. Pourior: It was not the value that-appeared in the paper on the date
the payment was made?

Mr. Cooper: There are no values to-day other than the one fixed by the
Foreign Exchange Control Board. There is no market quotation as between

anadian dollars and sterling.

Mr. Pourior: I know.
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Mr. Coorer: This exchange was made at the official rate of exchange.
Mr. Pourror: At the time of the deal?

Mr. Cooprer: The rate has not changed since October when this deal com-
menced. There has been no change in the official rate of exchange so you
can say it was on the date of October 26 or any date you like. It is always
the same rate.

Mr. Pounior: Did they take some time to pay the deal?

Mr. Coorer: We are still buying in these bonds; they have not yet all
been turned in to the U.K. treasury; but as they are turned in we take them up.

Mr. Pourior: What I mean is it did not vary from the time it was agreed
to until the moment payment was made?

Mr. Cooper: No, it did not.

Mr. Pourtor: That is all right. What was the length of time between both
dates, approximately?

Mr. Coorer: The vesting order was made on October 26, 1940. The order
called for surrender on November 26, and there are no exchanges up to that
date. There have been exchanges right along from that date to to-day and
we are still taking them up, and in all that period of time the exchange rate
is as fixed by the Foreign Exchange Control Board and it has not varied.

Mr. Pourior: Were the bonds redeemed on maturity date? Were they
all matured?

Mr. Coorer: Noj; these were perpetual bonds.

Mr. Pounior: Perpetual?

Mr. Coorer: Perpetual.

Mr. McCurrocH: Let us carry on.

The CrarMAN: The next order.

Mr. Gray: Are we going to have to sit to-morrow?

The CuARMAN: 10.30.

Mr. Gray: Some of us have been sitting since 10 o’clock this morning.
The CuamrMAN: I know, but we have to get the work done.

Mr. Gray: We will finish up to-morrow anyway.

The CramrMAN: We can stop any time you like. Shall we carry on for
fifteen minutes?

Mr. JackMaN: I move we adjourn, Mr. Chairman.
The CuarMAN: We shall adjourn now to meet at 10.30 to-morrow morning.

The committee adjourned at 10.20 p.m. to meet to-morrow morning ab
10.30 a.m.





















ST

SESSION 1940-41

HOUSE OF COMMONS

STANDING COMMITTEE

RAILWAYS AND SHIPPING

Owned, Operated and Controlled by the Government

MINUTES OF PROCEEDINGS AND EVIDENCE
No. 2

WEDNESDAY, MAY 21, 1941

WITNESSES:

Mr. S. J. Hungerford, President, Canadian National Railways.
Mr. R. C. Vaughan, Vice-President, Canadian National Railways.
Mr. T. H. Cooper, Comptroller, Canadian National Railways.

Mr. W. M. Armstrong, Assistant Chief of Research and Development, Canadian
National Railways.

Mr. 0. A. Matthews, Auditor, George Touche & Co.

Mr. W. s. Thompson, Director of Publicity, Canadian National Railways.
Mr. Alistair Fraser, Vice-President, Canadian National Railways.

Mr. G. R. Fairhead, Gen’l Freight Traffic Manager, C.N.R.

Mr. 7, M. Maclennan, Secretary, Canadian National Railways Securities Trust.

OTTAWA
EDMOND CLOUTIER
PRINTER TO THE KING'S MOST EXCELLENT MAJESTY
1941






MINUTES OF PROCEEDINGS

WepNESDAY, May 21, 1941.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 10.30 am. Mr. J. P. Howden
the Chairman, presided.

)

Members present: Messrs. Donnelly, Emmerson, Gray, Hanson (Skeena),
Hazen, Howden, Jackman, Lockhart, McCulloch, Maybank, Nicholson, Pouliot,
Ross (Middlesex East), Sanderson, Sissons.

In attendance: Hon. P. J. A. Cardin, the Minister, and the following
officials, of the Department of Transport: Mr. C. P. Edwards, Deputy Minister;
Mr. F. M. Maclennan, Chief Treasury Officer. Mr. S. J. Hungerford, the
President, and the following General Officers, of the Canadian National Railways
System: Mr. R. C. Vaughan, Vice-President; Mr. T. H. Cooper, Comptroller;
Mr. W. M. Armstrong, Ass’t.-Chief, Bureau of Research and Development;
Mr, Alistair Fraser, Vice-President in charge of Traffic; Mr. G. R. Fairhead,
General Freight Traffic Manager; Mr. W. S. Thompson, Director of Publicity.
Mr, O. H. Matthews, representing Geo. A. Touche & Co., Auditors.

The Committee resumed the study of the Annual Report of The Canadian
National Railways System for the year ended 31st December, 1940.

Mr. W. M. Armstrong was recalled. During his examination he was assisted
by Messrs. Hungerford, R. C. Vaughan, T. H. Cooper and W. S. Thompson.

Mr. O. H. Matthews, representing A. Touche & Co., Auditors, was called
for a short examination in connection with the Auditor’s Report.

At 1 o’clock p.m., on motion of Mr. Ross (Middlesex East), the Committee
adjourned, to meet again at 3.30 o’clock p.m. this day.

The Committee met again at 3.30 o’clock p.m., Mr. J. P. Howden, the
Chairman, presiding.

Members present: Messrs: Donnelly, Emmerson, Gray, Hanson (Skeena),
Haz_en, Howden, Jackman, MecCulloch, Maybank, Nicholson, Pouliot, Ross
Middleses East), Sanderson, Sissons.

& In attendance: Those named as attending the proceedings of the morning
€ssion,

N The Committee continued the study of the Annual Report of The Canadian
ational Railways System for the year ended 31st December, 1940.

_Mr. W. M. Armstrong was recalled and during his examination was
ASsisted hy Messrs. Hungerford, R. C. Vaughan, Alistair Fraser, T. H. Cooper,

&nd G. R Fairhead.
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On motion of Mr. McCulloch the Committee agreed to adopt the Annual
Report of the Canadian National Railways System for the year ended
31st December, 1940.

The Committee then proceeded to the consideration of the Annual Report
of The Canadian National Railways Securities Trust for the year ended
31st December, 1940.

Mr. F. M. Maclennan, the Secretary, read the report and Mr. T. H. Cooper,
the Comptroller, was questioned thereon.

On motion of Mr. Hanson (Skeena) the Committee agreed to adopt the
Annual Report of the Canadian National Railways Securities Trust for the year

~ended 31st December, 1940.

At 5.35 o’clock p.m., on motion of Mr. Hazen, the Committee adjourned
to meet again on Thursday, May 22, at 3.30 o’clock p.m.

ANTOINE CHASSE,
Clerk of the Commiattee.
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MINUTES OF EVIDENCE

House or Commoxns, Room 227,
May 21, 1941.

The Standing Committee on Railways and Shipping met at 10.30 o’clock
am. The chairman, J. P. Howden, presided.

The Cmammax: I think last night we had just reached page 12—
Dominion-Government Proprietor’s Equity.

Mr. ARMSTRONG:

DOMINION GOVERNMENT—PROPRIETOR’S EQUITY

Balance at Change Balance at
31st Dee., 1939 during year 31st Dec., 1940
Canadian National Railway Company,
Capital Stoek.. . o i aiio te i as $1B000000° 00° = 100 SaT U To N $ 18,000,000 00
e Canadian National Railways
Securities Trust, Capital Stock..... 264,012,426 42 $ 1,694,179 20 265,706,605 62

Dominion Government Capital Expendi-
tures for Canadian Government
BAIWAYE. 200 s » oS e S e Pt 388,075,722 18 2,328,138 49 385,752,583 69

$670,088,148 60 $ 628,959 29 $669,459,189 31

The Cuamman: Is there any discussion?
Mr. Haxson: Carried.
Mr. ArmstronG: Page 13—Consolidated Income Account.
The Cmammman: What does the committee think about that? Do we
Dieed to go over this page item by item?
Mr. McCurrocu: If they are put in the minutes I think it would be
Sufficient; it means a lot of reading.
Mr. Ross: I do not think it requires reading, Mr. Chairman.
The CuamrMan: Do you want to take a moment or two to consider it,
Or are we going to let it pass?
Mr. Jackman: T notice that the taxes amount to $7,039,000, which is
approximately the same as in 1939. Those go to all the various taxing powers
roughout the dominion, do they?
Mr. Cooper: Yes.
Mr.. Jackmax: And they consist chiefly of payments to what type of
Political hodies?
Mr. Cooper: The provinces and municipalities. .
b 111\11’1'. Jackman: We do not pay any taxes to the dominion for anything
all? '
Mr. Cooper: For income tax? No.
Mr. Jackman: There is no income tax, but there are no taxes paid to
ther apart from sales tax and general taxes like that?
Mr, Cooper: Sales tax is not included in that figure. There are some
Sall dominion taxes, but they do not amount to very much.
Mr, Jackman: What type of taxes do you pay to the provinces?
. Mr. Cooper: It is on the mileage of the railway within the province, an
?rbltrary amount, say, $1,000 a mile. I do not know what the figure is, but it
S on that basis.



84 STANDING COMMITTEE

Mr. Jackman: For every mile of track you have in a province you have to
pay that particular province $1,000?

Mr. Cooper: It varies with the different provinces, and I only used $1,000
by way of illustration. The provincial tax is a tax based on the mileage of
the railway within the province, and we pay this tax year by year to the
province.

Mr. Jackman: Does the province provide any service for the railway in
return for that tax, or is it simply the collector of revenue for giving a quid
pro quo.

Mr. Cooper: 1 suppose the province provides services to all the citizens
of that province in some form or another.

Mr. Jackman: They do not give you fire protection. I suppose they might
give you some police protection, to some extent, but is there any particular
reason why they should tax a railway line?

Mr. Cooper: They think so. All corporations are subject to provincial
taxes of one form or another. Railway taxes are not included in the ordinary
form of corporation tax, but it is covered by the taxing statutes of the provinces.

Mr. Jackmax: Of course, there are not very many railways and they
have more or less to make a special bracket for you. I suppose they can tax
you as a corporation in regard to the property within the borders of the
province?

Mr. Coorer: No doubt about that.

Mr, NicuorsoN: Do you pay taxes on all the hotels?

Mr. Coorer: Yes; we pay taxes on all the hotels.

Mr. NicuoLson: No inducement was offered to the railways when these
hotels were being built in the different cities in the way of exemption from
taxes?

Mr. Cooper: No. There may have been some concessions made, but
there was no general exemption.
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CONSOLIDATED INCOME ACCOUNT

Year Year

1940 1939
Railway Operating Revenues. .. ..ccciccoissassvosossnans $247,527,224 81 $203,820,186 62
Railway Operating IXPenSes. .. .. ...cceeosacessssasabssis 202,519,812 88 182,965,768 18
Net Revenue from Railway Operations................ $ 45,007,411 93 $ 20,854,418 44
BAUWAY- TaX BCOTHALE Lty o o5 b rim aisiolis f ot s o s AR B RS 6,245,955 70 6,246,460 72
Railway Operating Tncome. ........cooveioensnncsnecs $ 38,761,456 23 $ 14,607,957 72
R eant: toom A ao00MOBIVER L civ s vi s panabeos h o n ANl T oo 99,470 71 103,236 23
Rent from Passenger-Train Cars...........eososeesosaanss 241,229 85 286,343 14
Rent from Floating Bauipment : cs . v o - t6 e sdus s bbianse 1,235 99 29 00
Witent from Wink Howipments, L L5 G S 0N IS N 152,469 06 146,344 00
Joimt Faeility. Rent. Tneomie . ook . a5l bRasl, o tidens 1,634,640 82 1,646,613 65
Hire of Freight Cars—Debit Balance. .......cceevesnsensss 2,210,844 87 1,651,107 92
Rent for Locomotives............ : 32,819 76 43,404 24
Rent for Passenger-Train Cars. 4 355,611 58 308,672 60
Rent for Floating Equipment.. . 68,189 53 67,865 61
Rent for Work Equipment..... £ 26,864 86 7,856 93
doint Facility  Rentes—IDEDIt i s, : sl ole hrlao st s S s w5 A5 2,231,764 12 2.278.227 78
Net Railway Operating Income......,veeeeeesnadinnes $ 35,964,407 94 $ 12,438,388 68
Revenues from Hotel Operations.......c.cveevveneennns 5 3,936,313 26 3,331,303 03
Expenses of Hotel Operations......cceevenecasoasecs s 3,304,806 91 2,901,439 17
Fanes -on Hobel R operby. s ens whiss vhis s i Ce R e ey e 129,320 28 127,500 27
Net Hotel “Operating: THeOmB. s o« xis sapi o 4w aleis > dmgin $ 502,186 07 $ 302,363 59
Income from Lease of Road and Equipment............... 74,144 94 74,319 47
Miscellaneous Rent InCOME. ... vuvnrinennunnenns s b 905,144 90 929,270 03
Miscellaneous Non-Transportation Property—Credit........ 108,837 91 49,228 23
Dividend Income......... A L N ST - L L W e el Tl 549,037 65 420,288 50
Income from Funded SecuritieB.,:.s.:icossivyasesossensin 1,858,535 52 1,783,507 80
Income from Unfunded Securities and Accounts........... 429,756 89 365,115 38
. Income from Sinking and Other Reserve Funds............ 155,753 63 169,020 47
I iscellanioons TRCOMIE. . ) «o vas ks sh et sl m oo o5 it s, e 1,588,663 71 1,634,409 95
Wigcellaneous Rentes—TIeDibi. i . oassoneesseodasiononssansns 552,935 01 616,582 11
Miscellaneous Tax Accruals.........oovviiinnns. B I A 86,299 16 130,159 75
Separately Operated Properties—JTioss...........ccueennes 1,529,406 12 1,284,803 42
Miscellaneous Income Charges. .......ccoeeuvsreeannseasen 2,047,110 98 885,466 35
Income Available for Fixed Charges..........ccvvvvee $ 37,920,717 89 $ 15,248,900 47
Rent for Leased Roads and Equipment.........oooocainans 1,467,326 76 1,459,907 66
Interest on Funded Debt—Public......coveveinnerreannnes 48,701,523 73 49,814,37; 90
Interest on Government LOANS.. . ...ceovevnesiueeasnanncns 1,737,963 50 916,165 01
Interest on Unfunded Debt.......ccesstosesonsesunscorsns 297,390 31 183,335 56
nterest on Unfunded Debt.......... 1.114.378 48

Amortization of Discount on Funded Debt................. 1,101,083 25 ,114,
Total Fixed CHATZEB. .« sesssseasasssaseasoennssasin $ 53,305,287 55 $ 53,488,164 61
Income Deficit transferred to Profit and LIOSB) . o v vae $ 15,384,569 66 $ 38,239,264 14

: S there is an increase in the loss of over $200,000 on the
Sepa};{trelf EEZratle(fe;roperties in 1940 as compared with 1939. Is that confined
to a small number of items or is it spread over? _

Mr. Cooper: There is the Rail and River Coal Company. The mines
were closed down for a period during 1940, and that accounts for an increase
In the deficit of $140,000.

Mr. Ross: That takes care of $140,000? .

Mr. Cooper: Yes. There are quite a number of companies involved. I
would be glad to let you see the statement, if you wish.

o f acquiring United States and sterling

: tice the net cost of acquiring Unite ates and sterli
9"0}1;\;11;@{]{:1%1;;:1;& glﬁ%l,OOO. What was the total, if the $1,151,000 was the

Increagse?
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Mr. Coorer: In 1939 the average cost of United States funds was $1.028.
In 1940 the rate was fixed at $1.11 per dollar.

Mr. Jackman: How much was the C.N.R. out of pocket in purchasing
foreign exchange, net, that is, United States cost less sterling profit?

Mr. Cooper: In 1940 the net loss on exchange, sterling and United States
funds, was $565,000. In 1939 there was a profit on exchange transactions of
$585,000. That is a profit of $585,000 in 1939 which was turned into a loss of
$565,000 in 1940 and which brings the change up to $1,151,000.

Mr. JackMAN: On page 5 under the account heading “Other income on
profit and loss requirements,” there is a statement which I read at the beginning
showing the net cost of acquiring United States and sterling exchange increased
$1,151,000. How does that jibe with that loss of $565,000?

Mr. Coorer: It says that the cost increased—

Mr. JackmaNn: That is the net cost.

Mr. Coorer: The net cost?

Mr. Jackman: You just state the net loss which I presume is the same as
the net cost on exchange in 1940, $565,000, and yet on page 5 you have got
the net increase in the cost, $1,151,000?

Mr. Coorer: In 1939 we had a profit of $585,000.

Mr. JackmaN: You add the loss and the profit?

Mr. Coorer: To get the inereased cost.

Mr. JackmaN: I notice that the rent for foreign cars increased. I presume
that is because we borrowed more American cars?

Mr. Cooper: Traffic was increasing much faster than was the rail traffic in
the United States. Our per diem payments in 1940 amounted to $2,210,000 as
compared with $1,651,000 in 1939.

Mr. Jackman: What is the ordinary experience in prior years in regard
to paying for rental cars, that is, the net? What do the United States lines
pay us or the C.P.R. as against what we pay for borrowed cars? Ordinarily,
do we make money or lose money in this sense: do we pay more for the cars
we rent or do we get more for the cars we lease?

Mr. Huncerrorp: The rental payments are on exactly the same basis as
between companies. It is $1 a day for nearly all cars. The process is more or
less automatic, and, as the traffic increases, you get more foreign cars delivered
to you under load, and all the time a foreign car is on your rails you have to
pay $1 a day.

Mr. Jackman: I appreciate that, but are we in ordinary years the debtor
or creditor on that account?

Mr. Hu~xcerrorp: I think we are a debtor, generally.

Mr. ArmstroNG: On railway owned cars, that is, freight cars, we are
usually a creditor road. But there are what are called “private line cars” which
are refrigerator cars, tank cars, ete.

Mr. Jackman: Do you use the cars of the Pullman company?

Mr. ArmstronGg: Those would not come into this particular item, as they
are passenger cars. But as I say, with regard to the ordinary run of box cars,
flat cars, coal cars, we are usually a ecreditor road to a small amount. Bub
because of these private line cars (which are owned by private companies)
running over our rails and on which we pay from one and a half to two cents
a mile, we are usualy a debit road when the whole account is taken together.

Mr. JackmaN: Then on account of these special purpose cars owned by

private companies the typical railroad on the American continent is a debtor
railroad in regard to rentals?
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~ Mr. ArmsTroNG: That depends upon what proportion of their traffic is of
this particular type. The Canadian National, for instance, is a large participant
In the movement of perishables, and that puts us in a position where we are
usually a debit road. It is not true of all railways.

Mr. Ross: Where is the Rail and River Coal Company situated?

Mr. VaveHAN: It is situated in Ohio.

Mr. Ross: Have you any history of our contact with that company? The
loss is $140,000.

Mr. VaveuAN: The mines were not operating from the first of J anuary to
October, because we could purchase coal cheaper than we could mine it.

Mr. Ross: We have holdings in that company?

Mr. Vaveaan: We own the entire capital stock of the company which has
a production capacity of 2,000,000 tons a year. In the early part of last year,
until the minimum code prices were made effective at Washington, we could
purchase coal cheaper than we could mine it. From the first of October when
the minimum code prices came into effect we found we could mine coal cheaper
than we could purchase it for, so we began to operate the mine again.

Mr. Ross: But during the interval we lost $140,000?

Mr. Vaveaan: That $140,000 represents various things, including the cost
of keeping the mine in shape and the interest on moneys of the Canadian National
that were advanced in previous years, as well as taxes, depreciation, ete.

Mr. McCurroca: When this mine is closed down it keeps the mine in Nova
Scotia busy.

Mr. Vavegaan: No. I think I might take exception to that now because we
Could use 1,000,000 tons more of Nova Scotia coal this year.

Mr. McCurrocu: In the past that has been so?

Mr. Vavcuan: No; it has never affected the Nova Scotia mines.

Mr. Pourior: Regarding rents, and to use untechnical terminology and give
a clear illustration, the Union station at Ottawa belongs to the C.N.R. and the

aris station in Quebec city belongs to the C.P.R. Both railways use both
Stations, and I should like to know what the arrangement is in both cases in a
road way?

Mr. ArmstrONG: In a broad way it is on what we term a user basis; that is,
the maintenance and operation of the station is on the basis of the use that is
Made of the station; that is, the number of cars and locomotives.

. Mr. Pouutor: And it is paid fifty-fifty? The maintenance and so on is
Paid fifty-fifty? g

Mr. ArmstronG: No, sir; in relationship between the number of cars and
10'COrnot,ives using the terminal. That may not be fifty-fifty.

Mr. Pourior: Therefore each C.N.R. car when it is coming in, is checked?
Mr. ArmsTrRONG: Yes. ;

Mr. Pounior: And that is so for pool trains?

Mr. ArmstroNG: There is a special adjustment in connection with pool
ns, particularly at Quebec. :

'Mr. Pourior: Do you not think it would be much more simple to pair two
Etatmns like that and make an arrangement with the C.P.R. and say to them,
€ will use your pool station and you will use our Union station”? That
Would save g lot of accounting.

Mr. ArmstronG: It might be what someone referred to the other day as
i)ne horse and one rabbit. The total costs are not the same in both cases.
terest, charges and maintenance and other costs are greater in the one case

thay they are in the other.

traj
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Mr. Nicuorson: I should like to refer to a statement made yesterday with
regard to profits and losses on hotel operations. I notice there was a profit
in connection with the Bessborough in Saskatoon. Did that take into account
interest on the capital invested in the hotel?

Mr. ArmsTrONG: No.

Mr. NicaoLsoN: No account was taken of that?

Mr. Cooper: No, we did not.

Mr. MayBank: You do not give any statement to show that, do you?
You always simply show operating profit or loss?

Mr. Coorer: Yes.

Mr. MayBank: No account is ever taken of the investment. I mean,
in the statement you make?

Mr. Cooper: That is right.

Mr. MayBaNk: I have here a statement, taxes on hotel properties, $129,000
I think it is. That is all municipal taxes?

"~ Mr. Cooper: Yes. :

Mr. MayBaNxk: Wherever you have an hotel, you pay the ordinary taxes
that any other similar business pays. Is that right?

Mr. CooPgr: I could not say. That is a matter for our tax commissioner.
I think in every case it is a matter of negotiation. But generally the railway
is taxed by the municipalities just like any other corporation.

Mr. MAyBANK: Sometimes you do not, but generally speaking you pay the
usual taxes?

Mr. CooPer: Yes.

The CmalrMaN: Page 14. Are you ready to go ahead?

Mr. Pourior: Just a word, please, Mr. Chairman. I understand there
is one item that has been carried now—Dominion government, proprietor’s
equity. I have a suggestion to make. Here we have the estimates and there
are many items for the C.N.R. at page 47 and page 48. I wonder if it would
not be possible for us to prepare the report just the same as this, and have the
estimates in the report in order that we may see what is coming to the House
at the same time—the estimate under each item concerned. I do not mean
to have it this year; it could be for next year. Every one would be more
familiar with the whole situation and the whole picture.

Hon. Mr. Carpin: This is the report of last year. The point you mention
is covered by the budget which we consider later on.

Mr. Pourior: Yes. ;

Hon. Mr. CarpiN: The budget includes all the items you find in the
estimates.

Mr. Pourior: Yes.

Mr. Jackman: On page 5, Mr. Chairman—

The CaarMAN: Just a minute, Mr. Jackman, till we get this matter
straightened out. Mr. Hungerford says they have this statement here, MI-
Pouliot, of the estimated cost. You want the estimated cost shown opposité
the items; is that the idea?

Mr. Pourior: Yes, or beneath.
The CuAmRMAN: The secretary has copies of this for each member.

Mr. Pounior: Yes. But we have a lot of papers and when it is all
together on the same sheet it is easier to follow it.

The CmamrMAN: It is a matter for Mr. Cooper.

Mr. Pourtor: That is just a matter of making things easier for us, becausé

we cannot carry a whole library with us all the time.

7 T e W S, Y Iy B, = N S mm——
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. Mr. Maysank: What is this funded debt on which there is $297,000 of
interest? I hope I am not breaking in on a question. I do not know whether
I am or not. I could not follow proceedings very well from back here.

Mr. Jackman: That is the second item from the last on page 13.
The CuAmRMAN: Order, gentlemen. One at a time, please.
Mr. Cooper: What was the question?

Mr. Mavsank: I wanted an explanation of that unfunded debt item in
a general way.

Mr. Coorer: In a general way it is interest on bank overdrafts or
anything of that sort.

Mr. MayBaNk: Bank overdrafts?

Mr. Cooper: Interest on funded debt is interest on debts which are
represented by securities. Interest on unfunded debt is interest on debt
which is not represented by securities.

Mr. MayBank: Yes, I realize that; and that, I suppose, would be divided
into various classifications. 1 want to know the general nature of those.
You say it is chiefly interest on bank balances from time to time?

Mzr. Coorer: Yes.

Mr. JackmaN: Bank debits? :

Mr. Coorer: Yes. Also interest on unpaid taxes when due.

Mr. MayBaNk: It might be that too?

Mr. Coorer: Yes. Interest on unpaid accounts when due, if they carried
interest, would come into this account.

Mr. MayBank: That is all I want.

Mr. Jackman: What is the average rate of interest you have to pay

- to the bank on overdrafts, approximately?

Mr. Cooper: I could not answer that. I doubt, as a matter of fact,
whether in 1940 we had any overdrafts.

Mr. JackMaN: You would have no overdrafts?

Mr. Coorer: I doubt whether we had one. I do not think we had.

Mr. JackMAN: What does your unfunded debt consist of as well as
arrears of taxes?

Mr. MayBanNK: You would have overdrafts, according to what you
just said.

Mr. Coorer: You asked me in a general way what the account was.

Mr. MavyBaNk: Yes, yes. You ordinarily create bank balances, but this
time you did not have an overdraft, so it would be some of these other classi-
fications you mentioned?

Mr. Coorer: Yes. In the case of workmen’s compensation—the largest
item in 1940 has reference to workmen’s compensation payments. We capital-
1ze the cost to us of a workman’s compensation award which is payable
On an instalment basis. That is, we charge our operating account with
he capital sum itself and accrue annually the interest which would be earned
on the amount if it were taken out of the general account and placed in a
(Sipicial fund. The interest is taken up in our accounts as interest on unfunded

ebt. -

. Mr. Maysank: Your arrangements with the various compensation boards
18 that you will supply them with the money if, as, and when needed in respect
of any “accident?

Mr. CoopEr: Yes.

Mr. MayBaxk: You do not pay any money in there in the way of

- Premiumg?



90 STANDING COMMITTEE

Mr. Coorer: No.

Mr. MayBank: To the boards?

Mr. Coorer: No.

Mr. MayBaNk: Do you?

Mr. Cooper: There are a lot of different arrangements regarding work-
men’s compensation in the provinces.

Mr. Gray: Does it differ from provinece to province?

Mr. Coorer: My recollection of the prairie provinces is that we pay a
percentage of our pay roll into the Workmen’s Compensation Board and we
are acquitted with that payment of further liability.

Mr. Gray: Then it does vary?

Mr. Cooper: Yes.

Mr. Gray: According to the various provincial Acts?

Mr. Coorer: Yes. In Ontario we pay the actual cost.

Mr. MayBank: That is quite sufficient for my purpose.

Mr. Jackman: What have these workmen’s compensation board -awards
or premiums got to do with interest?

Mr. Cooper: Let us say there is an accident, and we estimate that we
will have to pay over a period of years the sum of $10,000. We charge our
accounts with a sum which, accumulating at interest over that period of time,
would amount to $10,000. The difference between the principal sum and the
accumulated total on a sinking fund basis is interest, and that interest charge
is in this account.

Mr. Jackman: You do not just charge the premium from year to year
against the current operations?

Mr. Cooper: Oh, no. That would not be right. If we had a bad accident
in 1940 we would charge 1940 operations with the cost of such accident. We
should estimate what the total future workmen’s compensation payments will
be and we charge to our accounts a sum, which accumulating at interest over
the estimated period of disability, will meet all the monthly payments due to
that employee. The interest portion of such items is in this account.

Mr. JackmAN: I presume that is rather unique with the railway systems,
is it? I am speaking of the method.

Mr. Cooper: Let us put it the reverse way. Instead of doing it that
way, if we set aside in a sinking fund, say $8,000, the total payments being
estimated to amount to $10,000, we would figure that perhaps the sum of $8,000
with interest over the period of the disability will provide sufficient to pay
monthly compensation payments amounting in all to $10,000.

Mr. JackmAN: Yes.

Mr. Cooper: If that sum were in the sinking fund, there would be an
interest earning, would there not?

Mr. JAckMAN: Yes.

Mr. Coorer: We do not set the sum aside. We keep it in our general
account, but the effect is the same. There is the interest factor on a delayed
payment.

Mr. JackmAN: Yes.

Mr. Cooper: That interest factor is accounted for by us through this
account.

Mr. JackmaN: Yes. What rate of interest do you have to pay the gov-
ernment for temporary loans?

Mr. Coorer: Three and a half per cent generally. You will find that
set out, Mr. Jackman, on page 20.
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Mr. Jackman: On page 5 again you mention, three lines from the bottom,
taxes, interest on funded debt, interest paid to the government, ete., totalled
$61,972,000. Yet taking the figures above on that page, we have taxes of
$7,039,000, interest to the public, $48,701,000; interest to the government,
$1,737,000, giving a total of $57,477,000, which leaves a discrepancy of about
four and a half millions between the total of those three items and the amount
I mentioned first, namely $61,972,000. I presume those four and a half
millions are included in the “etc.”. But what is the general nature of the items
constituting that?
~ Mr. Coorer: Would you mind turning to page 13? If you turn to the
item under tax accruals and then continue with rents of locomotives, and go
on down that page including everything except interest on funded debt and
Interest on government loan, together with the item shown on page 12, the
net of these different accounts amounts to some $4,000,000; which is I think

_ the answer to your question. This paragraph on the bottom of page 5 is a

very brief statement. We set out the operating revenue which is an item
of primary interest; we set out the interest and taxes and that sort of thing;
but we do not go into detail of all the accounts which are a part of our income
account, they are all detailed on page 13, and it is an aggregate of these
ltems which are not specifically set out which are grouped together in the
word “etcetera” on page 5.

Mr. Pournior: You probably agree that the consolidated income account
on page 13 is hard to understand for a layman. According to this there are
rents from locomotives etcetera and rents for locomotives—will you please tell
me what is the difference between a rent from a locomotive there and a rent
for a locomotive, with examples?

Mr. Coorer: Rent from locomotives is the rent we receive when another

- Tailway company makes use of one of our locomotives.

Mr. Pounior: Yes, rent from is when you rent it to another company.

Mr. Cooper: That is right and when it is for locomotives it is the
reverse, when we rent it from another company.

Mr. Pountor: Therefore the charge is made to you?

Mr. Coorer: Yes.

Mr. Povnior: How is it that all that is together here? Don’t you think
it would be better to put rent for locomotives under rent from locomotives
and so on in order to check it?

. Mr. Coorer: There have been a number of opinions as to the best way

In which to show these income accounts. Which ever way you do it it is going

to be a little bit confusing for the man in the street. But there is a more or

less uniform recognized way of stating railway accounts in use by all railway

Companies. This report is not prepared primarily for the use of this com-

Mittee, It is the report to be circulated across this continent and goes out to all
e other railway companies.

Mr. Pounior: Yes, but in this committee it is difficult to make an efficient
Comparison between credits and debits.

. Mr. Cooper: Yes, it is, Mr. Pouliot; I quite admit that, however, the
dlfﬁculty is in adding it, and I suggest that you don’t worry yourself about

at. The item of rent from locomotives is set out very clearly. with the
Corresponding figure for the previous year and with the explanations as to
What the item means; and I do not see how you could show it any more
clt‘;&rly,‘ unless we were to show “our company locomotives rented to other
Tailway companies”—and I do not see that we need to make the description
35 elaborate as that. ‘

Mr. Pourior: What do you do in the case of those trains that run down
through the eastern states?
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Mr. ArmsTrRONG: We do not pay rental for a locomotive in that particular
case. The railways make an arrangement whereby the locomotive of the
road over which the train is running is paid for by that company. That is
for instance, the New Haven handle that train between Springfield and New
York, and that company does that with their own locomotive which hauls the
train. There is no settlement made between the companies for that work.

Mr. Pourtor: Thank you.

The CualRMAN: Page 14.

Mr. JackmaN: At the bottom of page 13 we see that the income deficit
transferred to profit and loss amounts to $15,384,000 odd; then I must refer to
the report of George A. Touche and Company at page 2 where they say: “We
would again recommend the establishment at an early date of uniform accounting
regulations, of a mandatory character, applicable to all Canadian railways under
the statutory authority of the dominion.” Would someone amplify just what
George A. Touche and Company are referring to there?

The CualrMAN: Could we not make a note of that just now and take it
up when we come to it?

Mr. JackMaN: It has such a bearing on income accounts, because if the
public auditors are qualifying their certificate it obviously must refer to items
which should go into the current operating account for the year, and we are
dealing with the consolidated income account which includes these matters.

Mr, Cooper: There is a lack of uniformity I think in the accounts as
kept between ourselves and those of the Canadian Pacific Railway. The differ-
ences are getting smaller as time goes on, but generally the Canadian National
System of accounts is based upon a structure set out in the accounting regula-
tions of the Interstate Commerce Commission, which is mandatory with respect
to all United States railways; and one of the problems in our case is that a
large part of our system is within the United States and it is subject to the
orders of the Interstate Commerce Commission, and we must by law keep our
accounts in accordance with their requirements. It is very convenient to have
uniformity when we come to stating our Canadian accounts so that we can make
system accounting on a uniform basis. The Canadian Pacific do not have to
meet that particular difficulty to the extent that we do. On the other hand,
I think the Canadian Pacific point of view has been that their shareholders
are very largely residents of the United Kingdom and they rather lean toward
the United Kingdom system of keeping railway accounts. There has never been
a regulation issued by the Canadian authorities describing and making mandatory
a uniform system of accounting, and that is what the government auditors
have reference to; in their opinion they think that something of that sort should
be brought about and enforced.

Mr. Jackman: It is desirable in order that comparisons may be made with
the other line in Canada.

Mr. Coorer: We have always urged uniformity of accounting.

Mr. Jackman: Yes. May I ask if the implications of that paragraph in
the Touche report simply refer to the method of stating the accounts, or do they
go forth deeply into matters such as depreciation and other charges and opera-
tions; is it simply the method of stating accounts as you have been?

Mr. Coorer: That is a question I think you would have to address to Mr.
Matthews who is a member of George A. Touche and Company.

Mr. JackMAN: Is he here?

The CuamrMAN:  Yes. Do you want the question answered now?

. Mr. Jackman: It all has to do with this question. I do not want to
Inconvenience the committee but I would suggest that it has such a direct bearing
on income that I think we should have it.
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The CuarmanN: Is it the wish of the committee that Mr. Matthews be
asked to reply to this interrogation?

Some hon. MEMBERS: Yes.
The CuamrMAN: Mr. Matthews, will you please come forward.

O. A. Marruews, of George A Touche and Company, called:

Mr. Marraews: Would you like me to answer this question alone or to
deal with the whole matter in which we are interested?

The CuAmmaN: Well Mr. Matthews, we seem to be held up with the
pursuance of this report on these things. I think we just want this question
cleared up for the time being.

Mr. MartaeEws: Well, Mr. Chairman, and Mr. Jackman: This matter of
uniform accounting between the Canadian National and the Canadian Pacific
Railways has been the subject matter of our reports on a number of occasions
for five or six years and I may say that its importance from the point of
view of the Canadian National lies in the fact that for years the performance
of the Canadian National Railways has been made a subject of comparison
with the Canadian Pacific on the basis of published accounts. The Canadian
National Railways has chosen since amalgamation in 1923—with the prineipal
exception of depreciation—to adopt uniform accounting methods as prescribed
for class 1 railroads in the United States; and in view of the fact that so much
Publicity has been given, and oftentimes adversely to the Canadian National
Railways, it has been the firm conviction in our mind that the accounts of all
railroads in Canada should be presented to the public on the one basis so that
When comparing performances in references in the public press they at least
Will be considering computations made on the same basis. Our thought was that
the railways of Canada are sufficiently important to ask the consideration of
Parliament to the establishment of a basis of preparation of information to the
People of Canada about these railroads that would be read not only in Canada

ut in the United States and Great Britain, on a basis that would at least be
accurate in comparison. That is the underlying reason for our suggestion on

is matter. For several years past, as a matter of fact in our reports of 1934,
1933 and 1935, we went into considerable detail on this matter, but in recent
Years we have been content to make a short reference to the matter. If the
Committee were interested we would be very glad to get our report on that in
934 and read the detailed analysis in that of this situation which we made at
that, time,

Mr. Jackman:  So that I take it, Mr. Chairman, that this paragraph simply
Tefers to a different method or more uniform method at }east of stating what
188 actually taken place in regard to charges to operations during the year
Yather than what is more substantial; namely, the inclusion of items in the
OPerating expenses which are not presently there: . :

Mr. Marraews: Well, we have no knowledge of the Canadian Pacific
&Ccounts, We have some knowledge of the Canadian N'atlc_)nal accounts. We

0 know that for years there has been a great deal of misrepresentation, or
Inlsl_lndersta.nding, and it has some of its root in the fact that the Canadian

: Tﬁ'tlonal have chosen to adopt a standardized method of presenting its accounts.

at method is one that has been adopted, as I say, by the United States Class
1 Yoads. Tt is not perfect but it is the result of the study of ra_llroa}d executives
Ln the country over a good number of years, and as such we think it -hgs merlt;
Ut the principal difficulty is that the Canadian National has not_tled itself
t}?Wn to a recognized and standardized method of accounting, but in Cana:da

fre is need for a common interpretation of what constitutes operating
pex'f(’l‘rnance.
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Mr. Jackman: I notice this year that for the first time the Canadian
National have been setting up an item of depreciation on rolling stock—not
only because of the increased traffic and the fact that requirements of rolling
stock are not advisable on account of the immediate need for cars—that mention
is made that it is now in conformity with the I.C.C. practice; is everything
else with regard to accounting in the Canadian National system in conformity
with the I.C.C. regulations?

Mr. MartaEws: Depreciation was the one exception, sir. There are no
other differences of importance. The I1.C.C. in setting out their security set
out the securities held and against that the company securities indented—they
do not indicate the amount of depreciation under each.

Mr. Jackman: As far as arriving at the net income or losses for the year -
all the charges made under the I.C.C. regulations are made in our system?

Mr. MarrHEWS: Yes, and as such, Mr. Jackman, each year we have made
clear that depreciation was the principal matter of difference between the two.

Mr. Jackman: I notice you say in the following paragraph: “In respect of
current maintenance policy we have received certificates from the president to
the effect that the properties and equipment of the National system have been
maintained in a proper state of repair and in an efficient operating condition
during the year 1940.” Would you say that the maintenance of the property was
quite adequate to maintain the original capital cost of the equipment on the
books which you have not depreciated?

Mr. Marraews: Yes; as far as the bad order equipment is concerned,
at the end of 1940 the relative position of the Canadian National to class 1
roads of the United States is very satisfactory. In fact the bad order equip-
ment in the main of the Canadian National Railways shows a better ratio than
class 1 roads of the United States on the same date.

The Cuamrman: I do not believe we ought to pursue this too far at the
present time, because we will have the opportunity when Mr. Matthews is
before the committee with his full report.

Mr. Jackman: We can leave it now.

The CuamrMAN: If we can get this report off our hands now we will proceed
with the auditors’ report. 2 .

Mr. Jackman: All right.

The Cramrman: I should like to ask Mr. Matthews one question myself before
we leave the subject. Did I understand you are recommending a uniform system
of accounting for the two Canadian railroads as specified by the government
Is that the idea? v

Mr. MartaEWS: Yes, Mr. Chairman, having in mind the general position
of the roads in the United States to the Interstate Commerce Commission which
in effect is a branch of government, and as such the railway operating statistics
in the United States are uniform between roads. So that in Canada it has
always appeared to be very necessary in view of the great publicity that 18
given in this counfry between these two properties, at least they should be on
a basis that represents a standard comparison.

Mr. Pourtor: Here is the C.P.R. report of last year. Can you point out—

The Caamrvan: We will come to this report a little later on.

. Mr. Pourtor: I should like to ask Mr. Matthews to specify the difference
In the accounting of the C.N.R. and the C.P.R. reports.

Mr. Marraews: Take a look at the balance sheet. 1 do not need to s2¥
an}{thlng about that. You can look at the balance sheet yourself. They have
their own method of accounting and we have nothing to say about that. W"’
are simply looking at this thing from the point of view of the Canadial




G T o o D AL P T e W - T e
T v -

RAILWAYS AND SHIPPING 95

National Railways in its relationship to public information. The investment
of moneys in this property is held in the United States and in Great Britain.
This is of minor importance to the capital revision, but the capital revision
has a fundamental purpose, because of the very fact of a billion and a half
dollars debt added to the net debt of this country and published in the invest-
ment circles of the United States and London. In a sense when comparisons
are being made we have the same general thought in mind, that they should
be made on & proper basis.

Mr. Pourior: Are you making that suggestion only from the point of view
of the impression that is being made on the public or are you making it also from
the point of view of embarrassment which the railways may face when they
have adjustments to make in certain transactions between themselves?

Mr. MartaEws: Oh, I do not think so. No, I am only thinking of—

Mr. Povnior: Of the general impression on the public?

. Mr. Marraews: Of the general impression on the public, the desirability
In our opinion of the government considering the putting of the railways in
Canada on the same basis as the railways of the United States are with regard
to the Interstate Commerce Commission.

Mr. Pounior: To make the people better understand the position of the
railways?

Mr. MartHEWS: Yes, that is right. :

Mr. Jackman: May I address another question to Mr. Matthews?

The CaAlRMAN: Yes.

Mr. Jackman: You feel then the I.C.C. system of railway accounting is
Superior for our conditions anyway to that which obtains in the Old Country,

ecause you said the C:P.R. tends to follow the British practice rather than the

merican?

. Mr. Marraews: Well, Mr. Jackman, I would not be one to offer any
Opinion on the superiority of the British as against the American or vice versa.

am simply stating to you the fact that we live on this side of the ocean. The
Canadian National adopted the practice of the United States railways; and it
Must be borne in mind that the railroads are not in Great Britain. The railroads

elonging to this property are in the United States; and that was the beginning
of the need of uniform accounting in the Canadian National Railways. It was

one on account of the Grand Trunk Western lines.
. Mr. Jackman: In other words there is more sense in adjusting our account-
g system— .

Mr. MarraeEws: More practical.

Mr. JackMAN: —to the American than to the British.

Mr. MartHEWS: Yes.

Mr. Ross: More intimate connections. . : :

Mr. Marraews: There is no connection between our operations in this

. Cuntry and operations in Great Britain. They are all on a different basis, and

Would not wish to make any comparison because their system must be good.

T €y have been in the railroad business a long time.

Mr. Pourior: To satisfy me, Mr. Jackman, will you please tell me what
You mean by 1.C.C. Commission?

‘Mr. Jackmax: Interstate Commerce Commission.

The Cuammman: I think we will proceed, gentlemen, because we have to
8et through with this some time this spring.
1 Mr. Jackman: Before you pass from the consolidated income account may
Tefer to the following paragraph on page 6 under the heading of finance,

L3
No security issues fell due for retirement during the year other than the
7—2
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normal annual payments of principal under equipment trust, sinking fund and
serial issues, which totalled $8,548,182. This amount was financed through
temporary loans from the government.” Is there any item in this consolidated
income account which shows the charge for that particular equipment during
the year 1940? In other words this is a serial plan, I take it, or a sinking
fund plan of some sort. Where, if you have any at all, is the charge for that
equipment which was retired by advances from the government in the expenses
attributable to the year 19407

Mr. Coorer: This, of course, is purely a financial transaction. We are
paying off funded debt and repayment of funded debt has no effect on the
income statement as such. It is simply a reduction of the funded debt liability
account. If it is in your mind, for instance, that these annual instalments
represent an annual charge to the operations for the wearing out of the equip-
ment against which they were issued then I think your idea is wrong. The charge
to operations with respect to the wearing out of the equipment itself is taken
care of by the charge for depreciation.

Mr. Jackman: So that I can be clear in my mind that you did not get
the use of these cars that were paid for by the dominion government. You did
not get the use of them for nothing without charging the current operations
in 1940 for the prorated amount of use you made of them?

Mr. Cooper: You can be quite sure in your mind on that, Mr. Jackman.
The CramrMAN: Let us continue with page 14.

OPERATING REVENUES

Year 1940 Year 1939
S T AR e R e SRR~ 8 L R AR SR AL R $191,433,308 13  $158,300,025 45
Maritime Tates TedUCLION < ..vicivossivvaciiossnooasvssinss 3,128,900 71 1,946,064 65
TR R s e T S e N e 21,702,046 30 17,817,119 48
FAXRBRE DAGEAGD: 1 wos 55 4 vibiscs woh e oo e eI o e, At 71,067 56 72,419 23
e DN X GG N PTG RS S R 1,315,664 53 1,118,662 63
RhRoar A0 CRAIT OAT 75 4 50t e s doh s SrBats 953 s 8 is e s 148,618 43 139,184 04
Mt a2 e G P e L S B L G e 3,584,159 20 3,559,419 65
RAGISRY - XDLEsS VRZETICY | s + s oo sia s s s slate'asia sl oo/ s/a o sss s 9 wis 504,320 48 342,041 93 0
T L i i 13,602,803 29 9,616,099 16
T T e (M S A e SR RN S S R R 40,574 61 44,908 71
BRI e e i R B e S Sl 283245 17 300,846 49
B D s o o s e Ul I R, R ST 2,468,369 60 2,220,643 57
Water transfers—freight ..........eeeeveeerenns PR 126,683 27 75,187 60
Waater transfers—passenger ... .....oesssesecneesssarensnsnss 23,887 41 29,674 0T
Water transfers—vehicles and live stock ............c.cvoa.. 42,580 50 39,737 50
Vbt A NARERE O RET s s e s o e dalt s s s bl A 2 85 2 90
T B e R P T PN T U T 1,141,737 39 798,034 69
118 7 2 AT U e S SR SR 1 SR S e s 1 16,102 30 13,722 80
Station, train, and boat privileges ........viviiriaiiriaiiann 110,281 66 -92,788 20
AR R S SR 5 S S R A 38,232 49 32,897 99
T e N ORI ARSI e S S 139,220 48 141,231 99
B pe—DAgDATE 1 1o s b e v s § LA o v LA 16,762 43 14,244 7
T R R e M RS S| e e i 427,462 85 244,597
Felegvart and  telephione- v SR nna G L ee i TG 10,345 23 10,135 3 4
e e e T e T B it Pt S e P e ! 4,427,843 91 4,302,997 7
T o R e g SR S R AR 286,611 44 93,432
Rents of buildings and other Property ...........c.eeoeeeenens 449,968 29 441,537
T A R N Ao o O M e R e 1,660,500 72 1,654,070
O BROMIEI-—Gredil <. . . o/« yi s s h v = ity ayifels &alvme acas e o ase 409,006 51 415,014 v
TRt FACTELY OBt "L n v o s s b hosns s 3 s b RO S0 doaiaiee 408 83,172 93 59,466 108

/ |

$247,527,224 81  $203,820,186 62
AYNE sl <] THINE TN e AR, .—_______/‘ »

SUMMARY OF OPERATING EXPENSES
Year 1940 Year 1939

Mainten:ance LA Y- BERICTARER . 0k % /it vt s s s b s ot iss oo $ 40,002,420 65 $ 36,530,434

Maintenance of equipment ..... .. 48,126,387 67 49,662,023

L A TSR ‘ .. 5148990 90 5,175,594

Transportation ........ . 98,660,172 14 88,840,663

iscellaneous operations = . 1,646,918 99 1,298,214

o R e 9,317,273 07 8,9;;,221'
A OB 56 o s S 0B a5 & 0 G a s n e 382,350 5% 5‘:_/(

$202,519,812 88  $182,965,768
g Y
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Mr. Nicrorson: Mr. Chairman, in connection with page 14 I notice under
operating revenue an amount shown of the revenue derived from freight, pas-
senger, sleeping cars, parlour chair cars, dining cars, ete. There is no breakdown
showing the operating expenses with regard thereto. I wondered if we could
have a corresponding item showing the expenses in these different departments.
Could we have a statement showing the operating expenses in connection with
freight?

Mr. Coorer: No, we could not give you that. The operating expenses of the
railway are broken down under the headings you see immediately underneath
the operating revenue detail. The total operating expenses are broken down into
maintenance of way and structures, maintenance of equipment, traffic, ete.
That represents the cost of maintaining the road, ete. In connection with sleep-
Ing car operation—

Mr. Nicuorson: Have you any idea what it costs to operate your sleeping
cars?

Mr. Coorer: Yes. The cost of the service you will find on page 16.

Mr. Nicuorson: You have no statement showing the cost of freight service?

Mr. Coorer: No. j

Mr. Nicuorson: Or passenger.

Mr. Cooper: Take the renewal of the track itself. Can you suggest any
way in which the cost of repairing the rails, ties, ete., would be broken down
as to freight and passenger service?

Mr. Ross: How do you arrive at your general freight structure, the cost
of moving a ton of freicht a mile?

Mr. Cooper: It is quite impossible. The Interstate Commerce Commission
did preseribe a formula for the separation of expenses between freigh_t and pas-
Senger service. It is a conglomeration of per cents of this and that; it does not
Mean g thing when you have done it. For a number of years we spent a lot of
money working out the cost of our freight and passenger service according to
the formula and when we had done it we had nothing except an addition to the
red ink figure in income statement.

The Cramrman: If you will let us get on with the items you will find them
all particularized a little further on.

Mr. Jackman: I think we might refer the honourable member to a library
of books on freight rates and costs. You cannot have a costing system that
Would tell you that, if I understand it at all.

Mr. Hazex: Do your figures show how many pounds of mail you haul?

Mr. Coorer: No. I believe the payment for mail, as Mr. Coolican said
Yesterday, is on the basis of space.

The CmaRMAN: Are you through with operating revenue?

Mr. Nicrorson: I cannot find the item on sleeping cars, mentioned on
Page 17, o :

The Cuamman: Dining and buffet service.

Mr. NicuoLson: Have you any way of knowing whether your sleeping
far service operates at a loss or a profit?

Mr. ArmsTrONG: You can get at certain direct expenses for the operation
of Sleeping cars. They are shown on page 16, about two-thirds of the way
OWn, transportation expenses—operating sleeping cars. Those are certain
®Xpense directly attributable to the operation of the cars,—the_porters, supplies,
!a‘mdry,' and all other such items; in the same manner the dining-buffet service
IS shown at the top of page 17. That is the cost of food, waiters, linen, cutlery,
Ste., directly attributable expenses. It does not include the cost of hau'ling the:
8'1;57 Or car repairs, interest on the investment, depreciation, or anything like that.

207—23



98 STANDING COMMITTEE

Mr. Pountor: Who prints this report? Is it printed by the King’s Printer
or some printing firm in Montreal?

Mr. Cooper: Mr. Thompson can answer that question. I do not know who
printed the report. : ?

Mr. Taompson: It was printed commercially on tender through our station-
ery department.

Mr. Pourior: That is all right.

The CuarMaN: Summary of operating expenses. Do you want to consider
anything there? It is on page 14.

Mr. Nicnorson: With regard to that item on superintendents, have you any
idea of the monthly cost of providing private cars?

Mr. Coorer: I am afraid I could not give you that.

Mr. NicuorsoN: Have you no estimate on that?

Mr, ArmsTtrONG: I do not think there are any figures kept. You are
speaking of the cost of the superintendents’ cars?

Mr. NicHOLSON:  Yes.

Mr. ArmstrONG: We could find the cost of supplies and linen and various
other supplies in the cars; the cost of hauling and repairing them would not be
kept separate.

Mr. NicuoLsoN: It is not included in this item?

Mr. ArmstrONG: It is included in “ superintendence.”

1\‘/?Ir. Pourior: Has each superintendent and each general superintendent
a car i
Mr. ArmsTRONG: That is practically correct. There are a few exceptions
‘where superintendents have not got cars.

Mr. NicaoLsoN: How many private cars are operated?

Mr. AxmsTRONG: There are 64 business cars shown under work equipment
on page 26. .

Mr. NicHoLsoN: Have you an estimate as to what savings might be effected
by reducing the number of these cars?

Mr. ARMSTRONG: It might not be a saving, it might be an increase in
expense. As a matter of fact, the cars are operated for good and sufficient
reasons.

Mr. Nicaorson: How do you estimate that there might be an additional
expense?

Mr. ArmstroNG: The railway must be supervised. In the judgment of
the management this is the best way to do it—that is to supply the general
superintendents and the superintendent with business cars. After all, these
are the superintendents’ and general superintendents’ offices when they are on
the road.

Mr. Pourior: How many general superintendents are there?

Mr. ArmsTrRONG: There are eight general superintendents, four on the
western region and four on the central region.

Mr. Pourior: Do you think it is mdlepeneable to have them? Is it not &
kind of senate for the old employees?

Mr. ArmstronG:  Railroads generally find that- this is the best method for
carrying on operations.

- Mr. Pourtor: Is it because superintendents cannot be relied on by the
management? Are there general superintendents there to cover certain deficien-
cies or something like that?
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Mr. ARMSTI?ONG: I doubt that; it is similar to an army organization where
they have a major looking after several captains and the captain looking after
several lieutenants.

Mr. Pounior: And it might be the same as in that case, just red tape.

Mr. Mavsank: Of course, it is useful to have as many superintendents as
possible in order to give the men somebody to swear at.

Mr. Pourtor: What is the purpose of the superintendents? I can conceive
that it is the same thing as the superintendents of engineers that are disappearing
gradually here in Ottawa. That was established a few years ago, and the
people are there and they are very difficult of aecess and they are very important
and very haughty. That is my experience with them. There was one in
Quebec who was declared sick and he stayed three or four years before being
superannuated. He was a perfect nonentity, and there is another one there who
1s impossible to deal with to settle some problems. I hear they are the fifth
wheel of the car. That is my opinion of them after careful consideration, and
if this useless expenditure were cut it would be a great saving for the railway.

The CramrMAN: It would be quite a saving if we did not have to pay any
salaries at all.

Mr. Pourior: What is the cost of these eight general superintendents and
their staff?

Mr. HunceErrorD: May I say a word in regard to this question: our
organization of officers and our practice in regard to business cars is almost
identical with that of the Canadian Pacific Railway and all other railways
that operate under similar conditions. It is a practice that has been developed
through experience over a long period of time.

Mr. Pourior: I do not want the C.N.R. to follow the practice of any

~other railway, I want the C.N.R. to be a better system than any other railway.

Mr. Huncerrorp: We think we have as fine an organization now and as
good a system as can be produced. ;

Mr. Pountor: I do not deny that, but I suggest something to improve it.
There is another matter also which I cannot understand and it has regard to
the Quebec division or region. The Quebec general superintendent is under
Toronto and part of our division is in the Atlantic region and therefore we have
to deal both ways; in fact, I prefer to be under Toronto and have nothing to do
with Moncton.

Mr. McCurLrocu: I might say that our superintendent down in the
Atlantic division is one of the busiest men in the maritime provinces; I refer
to Mr. Appleton.

Mr. Pourior: 1 agree with you, but he is the only one.

Mr. McCurrocu: He is a man who is working 15 to 18 hours a day.

Mr. Pourior: You may say the best for Mr. Appleton that you can
think of and I will agree with you, but unfortunately he is the only one.

Mr. Huncerrorp: 1 disagree with you, and I know something of this
matter. |

Mr. Hazen: Mr. Pouliot asked a question as to what were the salaries
of these gentlemen.

Mr. Pourtor: I would like to know their salaries if possible.

Mr. ArmstronGg: We have not got them here; they are not available here.

Mr. Pourtor: Are they better paid than the superintendents?

Mr. ArmsTrONG: Yes.

Mr. Pourtor: Just to recognize the importance of the position.
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Mr. ArmsTroNG: After all, a general superintendent has a territory which
usually includes about three or four divisions. He centralizes the authority of
the three or four divisions in a district, similarly to an army corps organization.

Mr. Pourtor: Yes, I know.

Mr. EmMERSON: You say there are four general superintendents in the
western division?

_Mr. ArmstroNG: Four in the western division and four in the central
region.

Mr. EmMERrsoN: That is eight in all.

Mr. ArmstroNG: The Atlantic region has no general superintendent; there
is a general manager.

Mr. Pourtor: And the division carries on just the same.

Mr. ArmsTtroNG: Yes, very well.

Mr. Pourior: Where are these men located?

Mr. ArmsTrRONG: General superintendents are at Vancouver, Edmonton,
Saskatoon, Winnipeg; then coming down into Ontario and Quebec; North Bay,
Toronto, Montreal and Quebec. There is one at each of those places.

Mr. Pourior: Now, Mr. Armstrong, is there not a lot of duplication of
files on account of the fact that there is a general superintendent in each
of these places?

Mr. Huxcerrorp: No, there is not.

Mr. Pourior: How can he look after the business of the division if there
is no duplication of files?

Mr. ArmstroNG: I do not quite get the question.

Mr. Pourior: According to what was said, the general superintendent has
jurisdiction over two or three divisions, and then in order to be useful he must
know what is going on. '

Mr. ArmstroNG: That is true. s

Mr. Pourtor: And if there is no duplication of files as Mr. President has
stated how can he know what is going on?

Mr. ArMsTRONG: It depends what you mean by duplication of files. If
the superintendent writes a letter to the general superintendent naturally
each one will have a file on that subject.

Mr. Pourior: He submits the whole file to the general superintendent?

Mr. ArmstrOoNG: He may send his whole file, yes. If the general super-

back to the superintendent. On the other hand it may go further up and
it may be a subject which necessarily must be taken up with the general
manager. There is, in that sense, a duplication of files.

Mr. Pourior: And is it not to your knowledge that most of the time

the management?
Mr. ArmstrONG: I am not aware of it.
Mr. Pounior: Therefore; the road must be followed and there should be
a stop at the general superintendent before reaching the management?
Mr. ArmstrOoNG: Naturally, that is correct.
Mr. Pourtor: It is a necessary stop, is it?
Mr. ArmsTrRONG: Yes.
~ Mr. Pourtor: And the general superintendent is like Mr. Foran of the
Civil Service Commission—when he says no it does not go any further?
_ Mr. ArmstronG: No, it is similar again to the army organization; the
private does not talk to the general, on official business anyway. =
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. Mr. Pourior: Well, yes, but have you got corporals and sergeants and
lieutenants and captains? :

Mr. ArmstronG: I would say we have parallels to those in the railway.

Mr. Pournior: And have you got lieutenant colonels and colonels? What is
the comparison between the army and railway anyway?

Mr. ArmstroNG: There is a great similarity between the organization of the
army and of the railroad.

"Mr. Pountor: It is not exactly similar.

Mr. MayBank: Oh, no.

Mr. ArmstronG: Naturally, no.

Mr. Povnior: Now, how many erecting shops are there in the system? ‘
: l;/Ir. ARMSTRONG: Are you speaking particularly of the locomotive erecting
shop?

Mr. Pourtor: Yes.

Mr. ArmstroNG:  Moncton would be the one farthest east; Riviere du Loup

has a small shop; there is Point St. Charles in Montreal; Stratford; London is
a car shop; Winnipeg (Transcona) and Fort Rouge.

Mr. Pouvrior: There is Edmonton, and Port Mann in British Columbia.

Mr. ArmstroNG: Port Mann is a small shop.

Mr. Pourior: And there is one at Edmonton.

Mr. ArmsTrONG: It is a small shop also.

Mr. Pourtor: Which is the oldest?

Mr. ArmstroNG: The oldest shop?

Mr. Pourior: Yes. :

Mr. Huncerrorp: 1 suppose Point St. Charles would be the oldest.

Mr. Pourtor: And then Riviere du Loup would be next because it was
the terminal of the Grand Trunk Railway.

_ Mr. ArmstroNG: Stratford would be fairly old. I am not certain whether
1t would be older than Riviere du Loup or not.

Mr. Pourtor: But they are the three oldest?

Mr. ArmstrONG: Yes, they are the three oldest.

Mr. Pourior;: And Riviere du Loup does more business than Edmonton
or Port Mann, does it not?

Mr. Huxcerrorp: - No, I would not say that.

Mr. ArMSTRONG: Do you mean more business in a traffic sense or in the
handling of locomotives?

Mr. Pourior: I have a letter here to that effect; I ean give you figures.

Mr. ArustroNG: Would you like the number of locomotives handled or
the traffic from the points you are speaking of?

Mr, Pourior: I am speaking of the business handled by the shops. :

Mr. ARmMsTrONG: By the shops? In other words, the number of locomotives
Which actually go through the shops?

Mr. Poviior: ' Yes.

Mr. ArmsTtroNG: We can supply those figures.

Mr. Pourior: Now, there is another point which I would like to have
answered, Does the element of distance enter into the caleulation of repair
QoSts? 3

Mr. ArmstronG: I am sorry, I do not quite get your question—the element

of distance?
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Mr. Pournior: Yes, suppose it is found in one case that a locomotive needs
some repairs, would it be repaired at the nearest shop or would it be sent some-
where else for repairs?

Mr. ArmsTRONG: 1t will depend entirely upon the type of repair required.
It might be a repair which could be made in the engine house or it might be
a repair which would have to go to a main shop.

Mr. Pourior: And who decides upon that?

Mr.  ArmsTtrONG: The motivé power department.

Mr. Pountor: Is it not true, Mr. Armstrong, to your knowledge, that when
some one makes a complaint against an employee or an official of the railway
the complaint is always found unfounded?

Mr. ArvsTroNG: Not always but generally so.

Mr. MayBaNK: As indeed the truth is.

Mr. ArmsTrONG: Depending on what the truth is.

Mr. Pourtor: That is a eorrection which comes quite late, Mr. Armstrong.

The CualRMAN: Are you through with Maintenance of Way and Structures

Expenses? If so, we will proceed to Maintenance of Equipment Expenses.
‘  Mr. MayBaxk: There is just this general question relative to equipment
which I should like to ask. Is it a fact that you have your equipment now
pretty well in operation all the time; that you have not a great deal of spare
equipment any more?

Mr. Huncerrorp: That is quite true, Mr. Maybank.

Mr. MayBaxk: You are using 100 per cent, of nearly so?

Mr. Huxcerrorp: It is fairly difficult to put it on a percentage basis, but
we could handle a little more business with the equipment we now have.

Mr. Jackmax: Do ecapital improvements come under “Maintenance of Way
and Structures Expenses” or is that item all maintenance?

Mr. Cooper: All maintenance with the exception of betterments which
are less than $500.

Mr. MayBank: If it is so that you could handle, as you say, just a little
more business, Mr. Hungerford, would it not appear that the railroad is due to
get a great deal more business in the coming year? Would not that be your

forecast of the coming year?

Mr. Huxcerrorp: I am sorry I did not follow you, Mr. Maybank?

Mr. Mayeaxk: Would you not suppose, endeavouring to forecast the
business of the railway for the coming year, that you will receive not merely
a little more business but that there will probably be a great increase?

Mr. Huxcerrorp: I am speaking of the capacity of the present equipment
and the present spread of traffic. That has a great deal to do with the ultimate
result. We anticipate more business this year.

Mr. MavsaNk: You do anticipate more? _

Mr. Huncerrorp: Yes, and we have more equipment on order at the
present time.

Mr. Maysank: That is what I was getting at. You were indicating thab
with the present equipment you could handle a little more business but that yo!
have most of it in use?

Mr. Huncerrorp: We have additional equipment on order now.

Mr. Mayeank: You are taking steps to increase your equipment?

Mr. Huncerrorp: With our increased capacity at the present time and
the new equipment that will be delivered we expect to be able to handle the
business available. ‘

Mr. McCurroca: What new equipment will you acquire this year?
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Mr. Huncerrorp: Cars and locomotives.
Mr. ArmstroNG: I will read them off to you:

125 ore cars,

100 refrigerator cars,

250 hopper cars,

200 flat cars,

150 hart cars,

25 coaches,

7 steel mail and baggage cars,
28 second-hand coaches.

Those are for Canada.

Mr. CuairMAN: The minister says we will get this with the budget.

Mr. Huncerrorp: It will all appear in the budget.

‘Mr. Ross: Under “Depreciation—U.S. Lines only” I see, Mr. Chairman,
there is an item of one million and a half. It is not shown in the 1940 report.
The one million and a half is shown under “Depreciation—United States Lines
only” in the 1939 report. There is an item here of over eleven million dollars.
Would that cover the whole? A

Mr. Cooper: Yes. In 1939 there was only accrued depreciation on the
equipment owned by the United States Lines, but in 1940 we adopted deprecia-
tion accounting for the entire system.

Mr. Ross: And you have that spread across?

Mr. Coorer: Yes.

Mr. Ross: It was shown in 1939.

Mr. Coorer: Yes, because in 1939 depreciation applied only to the United
States; therefore we specified it so that it would not be mistaken.

Mr. NicuoLsoN: What information can we get regarding the difference in
the operating expenses that result from the small amount of grain likely to be

- moved from the three prairie provinces this fall?

Mr. ArmstrONG: We have the budget which is to come up, on what the
results of operations will be for the next year. The revenues and expenses are
stated in that budget for 1941.

Mr. Jackman: What would be an estimate of the amount of rolling stock
retirements that would have taken place had the traffic demand not necessitated
keeping them in operation during 1940?

. Mr. ArmstroNG: That would depend entirely on whether the cars should
or should not be retired.

Mr. Jackman: But we have so many passing out of useful service each
year. What I am getting at is whether or not the eleven million odd which
you set up for depreciation of rolling stock would more than offset the capital
retirement on rolling stock had the traffic demand not necessitated keeping -
them in operation.

Mr. Coorer: Yes. In 1941 it would exceed the physical retirement by
something like six million dollars.

Mr. JackMAN: Almost double the reserve?

Mr. Coorer: Yes.

Mr. Pourtor: Mr. Chairman, is it permissible for a railway employee,
either under his name or under the name of his wife, to carry on some business
as manager of an oil company and keep his position just the same in the
rallway?

Mr. ArmstronG: Could you give a specific case of what you mean?

Mr. Pourior: There is & man who is working as a crane man.
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Mr. ArmsTrRONG: Train man?

Mr. Pourtor: Crane man, and he is carrying on business as manager for
one of the big oil companies under the name of his wife. It is known that he
is doing it himself and he is making lots of money. On the other hand, another
man could not be employed on the railway because he was working part time
in a little barber shop which he had. The one who had the little barber shop
and who was working part time had his name cancelled, while the other one who
carries on a big, profitable business is at the same time working as a crane man.

Mr. Huncerrorp: We will be glad to look into the situation if you will
give us the particulars, Mr. Pouliot.

Mr. Pournior: Thank you. There is another case also which I should like
to bring to your attention. This is the case of a man who suffers from neuras-
thenia after having received a piece of steel in his head. The men are afraid to
work with him and while there have been representations made by the union
he has not been awarded his pension. On the other hand, there is a man who
is well. His doctor certifies that he is well, but he cannot be employed because
the railway doctors say that he is sick. It is just the reverse of the former case.
1 should like to bring these two cases to the attention of the management in
due course. One is sick but is receiving no pension. The other is well but he
cannot be employed.

Mr. Hu~cerrorp: Again, I say, Mr. Pouliot, that if you will be good enough
to give us the particulars we will look into those cases.

Mr. EMmEerson: The item of “Protective Services” under Maintenance of
Way and Structures Expenses represents expenditures incurred for guarding
railway property?

Mr. Cooper: Yes, sir.

Mr. EmmEerson: There has been quite an increase over 1939. Does that
mean that the railway has had to take over the protection of bridges or certain
properties formerly protected by national defence?

Mr. Cooper: The main reason for the increase would be that in 1940 we
had a full year of war, while in 1939 we were only in the war from September.

The CuamrmaN: We are supposed to be on page 17—General Expenses. Is
there any discussion?

Mr. Pourior: Who are the general officers mentioned there? Are they the

. Montreal officers?

The CuarrmAN: This includes general office supplies.

Mzr. Pounior: That is all right, thank you.

The Cuamman: Page 18?

Mr. Jackman: The amount you had to put into pensions was $4,468,736.66
in one year. That is a lot of money.

Mr. MayBank: Just before leaving that part, what is the general position
with reference to the request for wage improvements that are going on? What
is the general position at the moment with regard to that?

Mr. ArMsTRONG: It is now before boards of conciliation. - You refer to
the cost of living bonus?

Mr. MayBank: Yes.

Mr. ArMsTRONG: Boards of conciliation are now sitting on that matter.

_ Mr. MayBank: How much of a personnel does that involve? I do not mean
In numbers, but does it involve all of the trade unions of the railway, or are
some of them not represented?

Mr. Huxcerrorp: 1 think it includes all of them, Mr. Maybank. Of course,

they are in two groups. There is the so-called A.F. of L. group, which is much
the larger of the two.
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Mr. MayBank: But they are all in there together?
Mr. ArmsTrONG: They are not together, sir.

Mr. Huncerrorp: The running trades, shop men, and all of those groups
come under a conciliation board that also applies to the Canadian Pacific and,"
I think, some other Canadian railways as well. The C.B. of R.E. group is limited
to the Canadian National and there is another board for that.

_ Mr. Maysank: That would leave out, then, most of what are called the
white-collar office men. They are not in that.

Mr. HunGerrorp: All of the organized employees are, yes.

Mr. MayBank: But a comparative number of them; in fact, most of them
are not organized, are they?

Mr. Hungerrorp: I would say a large portion of them are organized?
Mr. NicuHorson: Including station agents?

Mr. ArmsrtroNG: Yes; station agents.

The CHARMAN: Is there any discussion on Property Investment account?
Mr. EmMERsoN: ~ Where was that double-tracking done?

Mr. ArmstronG: That was a section of track out of Truro and another
section of track west of Moncton. The double track was extended west of
Moncton a few miles and east of Truro.

Mr. EmmErsoN: It is all on the Atlantic region?

Mr. ArmsTrRONG: It is all on the Atlantic region, yes.

Mr: Pourtor: What is the average cost per mile of double-tracking approxi-
mately ?

Mr. ArmstroNG: It would depend a great deal upon the physical char-
acteristics of the line. We can give you the mileage here that was double-tracked

~ and perhaps that would give you the average cost, if that would be satisfactory?

Mr. Pourtor: What was the distance of the double track?

Mr. ArmstroNG: It was a short distance, Mr. Pouliot. I think it was
two miles west of Moncton and about another two miles east of Truro.

Mr. HuNGerFORD: It was more than that, I imagine. It was about three
or four miles. .

Mr. Nicuaorson: How much more is going to be required in this Montreal
Terminal Development Project?

Mr. ArmsTrONG: We will come to that in the budget for 1941.

Mr. NicuorsoN: 1 was wondering whether this work might be discontinued
or whether it is necessary.

The CuamMaN: We ought to take it up in its proper place.

Mr. Pourior: There is an item for that in the budget.

Mr. JackMaN: Yes. But the budget has to do with the future. Some
members might be interested in what has gone on in the past and just where
this money has been used and just what the usefulness of the particular item
i8. The first question I should like to ask is with regard to thg amount spent.
Last year you spent $3,599,076 on the Montreal Terminal. Was the proposal
or the authorization of that by the Board of Directors unanimous?

Mr. HUNGERFORD:  Yes.

Mr. Jackman: I take it the answer is ‘:yes”?

Mr. HUNGERFORD:  Yes.

Mr. JackMmaN: How much has been spent to date including the $3,599,076
during 1940?

Mr. ArmstroNGg: 1 will give you 1939, 1940 and 1941 if you would like
those figures.
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Mr. Jackman: That starts at the beginning?

Mr. ArMsTRONG: Beginning with the reopening on the basis of the modi-
fied plan. In the first year, 1939, the figure was $2,950,130; in 1940 it was
$4,321,863.

Mr. JackmAN: That differs from the report.

Mr. ArMsTRONG: In the report I think you will find it is a lesser amount,
the capital sum only, the amount chargeable to capital. The figures I am
giving you represent the total expenses in connection with the work.

Mr. Jackman: Will you give me that again, please?

Mr. ArmstrONG: $4,321,863. The other figure you have is $3,599,076.
Is that correct?

Mr. JackMAN: Yes.

Mr. ArmstroNG: In 1941, to the end of April, $911,411.
Mr. Ross: To the end of April?

Mr. ArmsTrRONG: The end of April, 1941.

Mr. Nicuorsox: In connection with the 1939 figure, you mentioned it was
from the commencement of the modified plan?

Mr. ArRMSTRONG: Yes.
Mr. NicaoLson: What was the expenditure before that date?
Mr. ArmstroNG: The expenditure before that date was $16,651,346.

Mr. Nicuorson: That brings the total to the end of April of this year
at what? Have you the total there?

Mr. ArmsTroNG: We have a total there of $24,834,750.

Mr. NicuorsoN: And it is estimated it will require how much to complete
the project? .

Mr. ArmMsTRONG: At the present time we have commitments, that is con-
tracts, etc., which are to be completed, which total $2,461,500.

Mr. NICHOLSON Will that complete it?

Mr. ArmstronG: No. Completion of the plan will cost $2,005,096; that
is, the estimated cost of completion of the plan.

Mr. Hazen: That is in addition to the $2,461,000?

Mr. ArmstroNG: Correct.

Mr. SANDERSON: You estimated the total cost. What is the total cost?
Mr. ArmsTrRONG: When the terminal is completed?

Mr. SANDERSON: Yes. )

Mr. ArmsTrRONG: The total for all those figures together is $29,301,000,
which includes all of the expenditures since 1929.

Mr. MayBa~k: That is being pressed forward, is it? There is no slackening?
Mr. ArmstroNG: There has been none.
Mr. MayBank: I beg your pardon?
Mr. ArvstronG: There has been none. The work is proceeding.
Mr. MayBank: Is any slackening contemplated?
. Mr. ArmstroNG: Not that I am aware of.

Mr. NicroLson: How many men would be engaged on the construction ab
the present time?

Mr. HungerForp: It is impossible to state that.
Mr. Nicuorson: Roughly?

Mr. Huxcerrorp: Because nearly all of the work is being done by contract -
and there is a fluctuating number of employees.

Mr. Nicuorson: I mean just roughly. Give some rough estimate?
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Mr. Hu~cerrorp: I could not even give that, because practically all the
work is under contract.

Mr. NiceorsoN: What amount of steel will be used in connection with the
present work that is going on? Will there be much steel?

Mr. Hu~NGerrorp: Practically all the steel has been supplied. In order
to give you that figure, it would require considerable calculation.

Mr. Nicmorson: Could we have that information, I wonder? Could we
have it placed on the record?

Mr. ArmsTRONG: The amount of steel that has been used?

Mr. NicuoLsox: That is being used in the present year, for example?

Mr. ArMsTRONG: Yes. The amount of steel to be erected this year?

Mr. NicaoLsoN: Yes.

Mr. ArmsTrRONG: It is practically all purchased, and nearly all erected.

Mr. Jackman: Is that contract for the bulding let to a general contractor
or are you building it yourselves?

Mr. ArmstroNG: The contract for the building—that is, including the
station building, so called—has been let to a contractor.

Mr. HunGerrFORD: Provision of the steel work and its erection was let to
one contractor; the completion of the building has been let to another contractor.

Mr. Jackman: You might not have the figures indicating the amount of
United States exchange which was used to purchase the steel requirements in
the United States.

Mr. Huncerrorp: That is difficult to get, because the contractors were
required to supply the steel and of course we have not very much information
about, that, though we could give you something.

Mr. ArmstronGg: We made a rough shot at this. As Mr. Hungerford

says, most of the steel was supplied by the contractors. About 25 per cent

was American and about 75 per cent Canadian steel. The total expenditures
were about $1,200,000; and about $250,000 of that was for American steel.
Those are very rough figures because the work was under contract.

Mr. JackMan: You mean all the big I-beams and things you had to get
from the United States only cost about $250,000 for the whole project or is
that during some particular year?

Mr. ArmsTrONG: No. That is since the reopening of the work.

The Cuaammax: When you are talking about Canadian steel, Mr.
Armstrong, is that from Canadian ore or is it American ore that has been
Processed in Canada largely?

Mr. Huncerrorp: It is largely Ameriean ore.

Mr. NicmoLson: Suppose the work was stopped for the duration of the
war. Would there be any serious difficulty in handling traffic in and out of
Montreal during the war period and how much of this four and a half millions
might be saved for the duration of the war?

Mr. HuNGerrorD: The completion of the terminal would assist materially
In handing freight traffic—war freight traffie—through Montreal.

Mr. NicuorsoN: I did not hear that.
_ Mr. Huxcerrorp: 1 say the completion of the terminal will help materially
I handling freight traffic through the city of Montreal. i
. Mr. NicHoLsoN: My question was how serious a problem will there be
If the terminal is not completed?

Mr, HuncerForD: Very serious, I would say.

Mr. MayBank: What is your estimate now as to the completion date?

Mr. Huncerrorp: The completion date, did you say?
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Mr. MayBank: Yes.

Mr. HuNgeErrorD: One year from now.

Mr. MayBaNk: One year from now. You will be using the new set-up
in a little more than a year from now?

Mr. Huxcerrorp: It will be completed entirely in just about one year from
the present time. Some of the facilities will be available for use before that.

Mr. NicuorsoN: You estimate it will take nearly four and a half millions
to complete that work. I asked what saving would there be if this work was not
to proceed, or would there be any saving? Because of those commitments which
have been undertaken would this four and a half millions have to be spent even
though work were to stop at present?

Mr. ArmstroNG: It is difficult to say what we would have to pay on those
commitments. The $2,000,000 to complete has not been contracted for; but
with regard to the $2,461,000, there are contracts outstanding and materials
purchased and on the ground which have not been erected. Those materials are
included in the commitments.

Mr. NicuoLsoN: When were those commitments undertaken with regard
to this $2,400,000?
Mr. ARMSTRONG: Most of them in 1940; some of them in 1941.

The CuamrMaN: You would have $26,000,000 tied up in a useless enter-
prise if it were not completed now? |

Mr. ArmstroNG: That is right.

Mr. Hanson: All the contracts are let with the exception of approximately
$2,000,000?

Mr. ArmsTrONG: That is correct.

Mr. Jackman: If the capital expenditure account for 1940 shows $3,599,000

and you have actually spent $4,321,863, did you charge $721,000 off to current
operations?

Mr. ArmstroNG: No, sir. The difference between those two figures is
made up of these amounts: there is a contribution under unemployment relief of
$711,092.

Mr. Hazenx: A contribution under unemployment relief, did you say?

Mr. ARMSTRONG:  Yes.

Mr. JackmaN:  That is during 1940?

Mr. ArmsTRONG: 1940. There was a grant of approximately one and a
half million in 1939 and 1940, and that was the portion which applied to 1940.
There was also an amount chargeable to operating expenses.

Mr, Jackman: What justification was there for that?

Mr. ArmstroNG: That is replacement of trackage, which by correet book-
keeping should not be capitalized. It is replacement of a track in kind—

Mr. Jackman: All right.

Mr. ArMSTRONG: —and in the opinion of the accounting department it
should be charged to maintenance.

Mr, Huncerrorp: That was a shifting or replacement of facilities that
already existed before; and in doing that it would be properly chargeable to
maintenance because you are not creating something new.

Mr. ArMsTRONG: You are merely moving something which already exists.

Mr. Jackman: But the change is necessitated by the new terminal. It i8
perhaps debatable. However, it is not very much. Did this unemployment

relief contribution continue after the dominion had cut off unemployment relief

contribution to the municipalities throughout Canada?

om0
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Mr. Hu~cerrForp: No.

The CHAIRMAN: Is there anything further?

Mr. NicaoLsoN: Mr, Chairman, in connection with this Montreal terminal
again, may I ask if this terminal will be used by the Canadian Pacific?

Hon. Mr. Carpin: No.

Mr. NicroLsoN: Not at all?

Hon. Mr. Carpin: No.

Mr. HunGerrorp: No. :

Mr. NicroLsoN: Were any negotiations carried on with the C.P.R. about it?

The CuaRMAN: Yes, there were.

Mr. Nicuorson: With respect to using this? It seems to me a very large
financial undertaking for our own railway.

Mr. Huncerrorp: That subject was discussed off and on for a number of
years.

Mr. HansoN: And discussed in this committee for a number of years too.

The CuarmaN: Every year.

Mr. HunNGerrorp: Every year.

Mr. Jackman: I guess the war, however, has become more serious since
the last meeting of the committee. Is there a general plan of this terminal
available showing exactly what facilities it will provide?

Mr. HUNGERFORD: Yes.

The CuamrmaN: We had a plan here before us before it was decided on a
few years ago.

Mr. Nicmorson: This is a new committee.

Mr. Jackman: Is that the same as the modified plan?:

Mr. Huxcerrorp: This is the modified plan.

Mr. ArmstroNG: It was modified and work commenced early in 1939.

Mr. Huxcerrorp: May I say this for the information of the committee:
this whole question was gone into in great detail by the committee two years
ago and the proceedings will show all the statements that were made at the time.
I am just throwing that out by way of information for those of you who may
not have been on the committee that year. You would get a great deal of
information from that source. ;

Mr. Ross: As I recall it, most of the statements were favourable as® far
as the committee were concerned.

Mr. Huxcerrorp: The general use of that station in Montreal is a very
conflicting question. It cannct be answered in a few words.

Mr. Ross: No.

Mr. HunGerrorD: It is an impractical thing from my point of view; that
1s, there was a proposal to go in to Windsor street. That from our point of
View is impracticable for physical reasons. And the Canadian Pacific has
not shown any disposition to join with us. I do not criticize them for that.

Mr. Jackman: How much of the station facilities are intended to be
electrified?

Mr. HunGERFORD: As to electrification, the line is already electrified from
a point north of the mountain through the tunnel to the site of the station.

hat was done by Mackenzie and Mann years ago when they constructed the
tunnel. We propose to electrify from there to the east end of Vietoria Bridge,
and also on the other line to Turcot; new electrification would amount possibly
to four or four and one-half miles.

Mr. Jackmax: Then I understand that this plan of the multiplied Montreal
terminal was presented and is available? .
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Mr. ArMSTRONG: There are many plans. There was at the committee
meeting a few years ago a very large plan—it was probably 20 feet by 10 feet—
exhibited in the committee room, and that is available in Montreal to be seen
by anybody who cares to look at it, as well as other detailed plans of various
parts of the terminal.

Mr. JackMAN: And that plan indicates all the trackage both into the station
and out, and all the details of that description, showing how traffic is going to
be handled?

Mr. ArmstroNG: This large plan shows the various routes into the terminal,
where the various lines now come in and where they would come in when the
terminal is opened. There are other details of the lay-out of the station and
other facilities. We could furnish you with a small scale map.

Mr. Jackman: It is in the head office at Montreal?

Mr. ArmsTroNG: The large one is, yes.

Mr. JackmAaN: There must be a small one.

Mr. Hu~ncerrorp: I think we can get you something on that.

Mr. JackmaNn: I can imagine that some smaller maps could be made up
from it. You would be able to get me a small picture of that map, if you will?

Mr. ArmvstroNG: We could give you one—I do not know whether we have
it here, but we could get you a copy which will show the various lines coming
into the new terminal, if that is what you desire.

Mr. JackMmAN: Yes. I understand the terminal is not going to be as
high -a building as was originally contemplated.

Mr. ArmsTrONG: That is correct.

Mr. Jackman: I suppose the sub-structures, however, are sufficient to
erect more super-structures if the need eventuates?

Mr. ARMSTRONG: Reasonably so, yes.

Mr. NicaoLsox: Mr. Chairman, $4,500,000 would seem to me to be a lot
of money to represent labour and material which to my mind might be used
to better purpose in our war effort. Mr. Hungerford has stated that they are
having difficulty in Montreal in handling the traffic. I think that traffic has been
handled there for quite a long period of years, and for the duration of the
war it might not eripple the railway very seriously.

Mr. Huxcerrorp: Oh yes, the volume of traffic going through Montreal
at the present time—freight traffic—is very much greater than it has been
for a long time. ,

Mr. Nicuorson: What would be the amount of the wastage through lack
of track facilities there at the present time?

Mr. HuxGerrorD: It can’t be expressed in terms of loss, it has to be con-
sidered rather from the standpoint of the difficulty in handling traffic and in
the facilities that are required for the additional traffic which is clearly
inevitable.

Mr. MayBank: It would cost you more money the way it is now than it
would cost when you have these facilities established? :

Mr. Huncerrorp: That is correct.

Mr. Nicuorson: What I am trying to get at is this, have you any idea
what the loss would be?

Mr. Hu~nGerrorp: It could not be put down in just that way. We have a
memorandum here in regard to some of the advantages that will result from
the early completion of the terminal, and perhaps if Mr. Armstrong read it,
1t would be helpful. :

Mr. ArmstroNG: It is relatively short. These are the reasons for the early
completion of the terminal:—
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Reasons for Early Completion

Necessity of removing passenger train service from Bonaventure Station
to the new station at Dorchester Street, present facilities at Bonaventure being
inadequate. The new terminal will give increased passenger station trackage
and facilities; passenger traffic has been greatly increased by industrial and
war activity.

Necessity of providing increased express and mail facilities to take care

of traffic. The present facilities at Bonaventure are not adequate for efficient
handling of express and mail. The facilities provided at the new terminal are
adequate.
' Necessity of enlarging the freight handling facilities, urgent for war traffic
and to take care of the normal growth of business. The re-arrangement of
facilities resulting from the opening of the new terminal will provide much
needed additional trackage and other facilities for freight in the Bonaventure-
Turcot area.

Necessity of placing in operation the new coach yard at Pointe St. Charles,
(constructed as part of the terminal improvement). The present coach yard
at St. Henry is too small to meet traffic requirements, necessitating the storage
of a considerable number of the coaches elsewhere. Important improvements in
freight and passenger switching will also result.

Necessity of further ameliorating the grade crossing situation between
Bonaventure and Turcot, with respect to which there have been serious com-
plaints for years. Eleven grade crossings have already been eliminated under
the terminal plan and when passenger traffic is diverted to the new station nine
other thoroughfares between Bonaventure and Turcot will cease to be affected
by passenger train operation, thereby greatly relieving industrial and general
street, traffic. '

Mr. Nicmorson: I think those are reasons which are all perfectly valid
in peace time, an expenditure of $25,000,000 would naturally have to have argu-
ments of that kind to back it up; but I have been into Montreal quite a few times
and while the station facilities are not very attractive I do not think there is
any serious difficulty when the war situation is as critical as it is.

Mr. Huncerrorp: Speaking as a railway man, I can assure you there
are many advantages. v

Mr. Ross: The time saving factor alone is the great factor in our war effort,
because rolling stock will be made available far more rapidly than under the
old plan.

Mr. Nicmorson: I asked for an estimate of wastage owing to lack of

| trackage facilities, if there is serious wastage on account of congested traffic.

Mr, ArmsrtroNG: These are very general reasons, it is quite true, but
there are more specific ones; one, for instance, is regarding St. Henry, where at
the present time all coaches using Bonaventure station must be turned, with
the result that there is a great deal of congestion at that particular point. The
New terminal would immediately remove that particular difficulty because the

coaches will not need to be turned at that point. That is merely mentioned:

a8 one of the other reasons. They are covered generally in the memorandum.
Now, T do not know how you would put an amount of money on that, it is
Tather a question of getting traffic to our ports—how much value is there in

~ Betting a carload of explosives to Halifax, or guns or something else of that

ind. We do not know what the cost will be-in relation to our war effort.

th Mr. Nicmonson: Have you any idea of the amount of time wasted at
is Y? :

V Mr. Ross: We are more interested in the amount of time saved than the

Amount, of time wasted.
27207—3
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Mr. ArMsTRONG: It costs the Canadian National a certain amount of
additional money, but that is not the principle reason for it; it is a question
of the war effort and relieving that particular bottleneck, so to speak.

Mr. Hanson: We have to spend $2,000,000 more to get the facilities they
have been trying to get for the last four years. :

Mr. Pourtor: You understand it is a dead asset until you can use it, and
the sooner it is completed the sooner it will be available for war purposes.

The CuAaRMAN: Hear, hear.

Mr. Jackman: There seems to be great urgency about this thing. In
answer to Mr. Maybank’s question that the station would lower expenses, that
is quite so. In regard to operating expenses, obviously if you spent $29,000,000
it should have some useful effect on lowering your costs. I merely wished to
point out that the saving which you mentioned, Mr. Armstrong, in your reply,
refers to a saving from operations, and that does not necessarily bear any
particular relationship to the capital cost of $29,301,000 odd.

Mr. ArmstroNG: I do not follow your argument there.

Mr. Jackman: The question by Mr. Maybank was, does this expense
result in any saving; and the answer is, yes.

Mr. ARMSTRONG: Yes.

Mr. JackmaN: My contention is that the result in saving in current operat-
ing expenses, which is the only way you can estimate your savings; have we
found.out anything as to whether or not that saving justifies the expenditure
of $29,301,000; particularly inasmuch as part of it is spent through a war
policy.

Mr. MayeBaNk: May I add to that that the problem of the moment 18
not whether you can make a saving bearing some relation to the $27,000,000,
but rather a question of using that $27,000,000; that you should relate it to
somewhere in the neighbourhood of $4,000,000.

Mr. ArmstroNG: That is the point.

Mr. MayBank: You are in the position of a man putting up an awful lot
of money in a poker game and he needs only to put in another ten cents to
get complete satisfaction. '

Mr. CHAIRMAN: Any other questions? I think we have had about enough
of this Montreal terminal, I have been hearing it for over ten or fifteen years
now.

Mr. Jackman: Unfortunately, Mr. Chairman, I have been hearing of it
. more often than you do.

Mr. Povuior: If we have heard enough why not pass the estimate right °

away?

The CmamMan: I am very willing that we should pass that estimate
right away.

Mr. Jackman: I think we should proceed in the usual manner, M
Chairman.

The CuamMaN: Let us go on with some other matter now.

Mr. Huncerrorp: It might be well if we could finish this report.

The CuaRMAN: Before we go any further I would like to bring to the
attention of the committee the fact that we will have to sit this afternoon. Let
us decide on the hour. Someone tells me that to-morrow is caucus day and W€
will not have the use of this room, and that ought to have some bearing O
when we will sit this afternoon.

Mr. Hanson: Why not sit at 3:30?

el Mkr. Nicmouson: Oh, make it 4:00 o'clock; we have been sitting at 4:00
o’clock.

)
f
i
tl
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The CramrMaN: We might as well get in the extra half hour if we can.

Mr. Jackman: We are not sitting this evening?

The Cuarman: No.

Mr. Jackman: That is unanimous, I hope.

The CHARMAN: Let us get as much time in this afternoon as we can.

Mr. JackmaN: Do you think we are going to get through to-day?

The CuarmaAN: No, I am afraid not; but we should get through tomor-
row if we get on well enough to-day.

Hon. Mr. Carpin: We could sit in the afternoon to-morrow.

Mr. Pouvior: I understand the minister is going to make a statement on
amalgamation in the house this afternoon.
. Hon. Mr. Caroin: Oh, well, you will be able to get that in the press or
In some other way.

The Cramrman: Is it agreed that we meet this afternoon at 3.30?

Agreed.

Then, we will decide about to-morrow this evening.

Mr. JackmAN: Just one small matter, what attitude does the railway take in
Tegard to enlisted men from the service; do you pay them the difference between
army pay and their ordinary railway pay?

Mr. HuncerrForp: No.

Mr. Jackman: You just give them leave of absence?

Mr. HuNGERFORD: Yes.

Mr. Jackman: Do you do anything for them?

Mr. Hu~cerrorp: We have a special pension provision for them which
does not cost them anything.

Mr. Ross: Is seniority taken into account too?

Mr. HuNGErrorD: Yes. 7

Mr. Maysaxk: Do they keep their places?

Mr. Huncerrorp: Their seniority is maintained and in addition to that
We undertake to pay a special war pension while they are away, but we do
hot contribute the difference in pay.

Mr. Pourior: Are they allowed to keep their passes when they enlist?
Mr. ArmsTtroNG: They are. They keep their free transportation.

Mr. Jackman: Hear, hear.

. Mr. Maypank: Any time the question comes up about free passes on the
Tailroads for soldiers we know there are a certain number of men enlisted
ad they already have free passes.

Mr. ArmstronG: That is correct.

Mr. Mavysank: The fellow with the free pass carries it away with him.

Mr. Pourior: Is it the same as before, a pass for themselves and their
familjes 7

Mr. ArmstroNG: I am speaking of examples in our particular depart-
Ment of men who have enlisted.

Mr. Ross: They cannot use them on military duty.

Mr. ArmstronG: No, sir. They have the same privilege as if they were
W‘)?l*:ing on the railroad. They are on leave of absence with full pass privileges,

Ich means their dependants would qualify also.
Mr. Emmurson: Would you enlarge a little more, Mr. Hungerford, on

.

'.the Special pension for men on the railways now in the service?

7—33
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Mr. ArmsTtroNG: The idea is that the pension rights are maintained
and they qualify for pension when they return.

Mr. EmmERsoN: Their time counts?

Mr. ARMSTRONG: Yes.

Mr. HunNcerrorp: Their time counts, and in addition to that we under-
take to pay a special pension for them covering the time they are on military
service. It is not the regular pension at all, it is something quite separate from the
regular pension contribution. .

Mr. EmMMmERsoN: If an employee comes back suffering a disability which
prevents him from resuming his regular employment in the railway is there
any special provision for him taking his regular railway pension whether he
has completed his time or not?

Mr. Huncerrorp: That would apply only if he was of the age to qualify
him for a pension. In most cases the men returning from the war would not
be old enough to qualify for pension.

Mr. EmMmersoN: But if he came back and suffered a disability due to
his war service and such disability would prevent him from resuming employment
on the railway—

Mr. Huncerrorp: He would not receive a pension. Then what we would
do would be to try to find a job for him.

Mr. MayBanNk: I suppose the plan of the railway with reference to those
pension privileges was all announced by way of bulletins or something like
that to the employees?

Mr. ArMsTRONG: Yes, Mr. Maybank.

Mr. MayBank: I wonder if it would not be useful if these bulletins were
filed here and made a part of the record.

Mr. ArmsTroNG: We can file the regulations.

Mr. MayBank: I do not want to ask any more questions at the moment, &

but I do think it would be useful to have these bulletins in the parliamentary
record.

Mr. ArmsTRONG: We can put the information on the record.

Mr. JackmaN: Is the pension plan of the railway a contributory one or
is the railway bearing the whole burden?

Mr. HuNGERFORD: It is now on a contributory basis.

Mr. JackmaN: How does the enlisted employee pay into the plan? I8
he allowed to do that or is this special war plan you have making up for his
contributions to the pension plan?

Mr. Coorer: It is in substitution of his right to contribute. It is aR

alternative. If he were working he would contribute to build his pension up
that way. If he is in active service he gets a special allowance which is aB

alternative to the contribution to his pension. His pension is kept up in ful
while he is away. {
Mr. Huncerrorp: We will file the bulletin and I am sure it will give
you the information. _
The CuAmrMAN: On page 18 appears, “transfers during year 1940 affecting
proprietor’s equity.”

Mr. MayBaNk: I wonder if I could ask another question with relation to
the enlisted men arising out of the remarks that have been made. It was saids
and I think everybody understood that seniority is retained. In sections wher
the seniority principle does not obtain the job is held open for the mab:

trouble about certain people having got in the service and taking jobs du

1

Everybody will remember that after the last war there was a great deﬂal,‘.’f i
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the war period and when the men came back they of course ranked as juniors.
Seniority was maintained for any man who was already employed on the railroad
and enlisted. But the trouble was that the returned men who came back were
employed probably because a preference was given to them, but they found
that whenever there was a lay-off they were the first fellows to go. You will
remember that a great deal of trouble took place at times about that. Have
you given any consideration to the working out of a scheme with the trade
whereby the seniority of people being employed now would not interfere with
seniority that may be obtained by men coming back from the war and being
hired then. It would be a sort of two kinds of seniority in operation at the
same time. I suggest you might bar a great deal of trouble later on if you
could work out something like that. ;

Mr. Hungerrorp: Well, I can say this, being familiar with some of the
trouble that resulted from the former war. We have tried to plan very definitely
to avoid those troubles in this instance. I am not able to give you all the
details offhand at the moment, but I can give you assurance that so far as 1t is
possible to do so we have endeavoured to protect against those very difficulties
that you speak of.

Mr. MayBank: Are the trade unions fitting into the planning idea? Are
they working in with you and your planning in that respect? :

Mr. HuNcerrorp: Yes, they have been consulted in regard to it.

Mr. Mavsank: Would it be going too far to say that the railroad or the
railroads together with the unions are trying to take steps now to prevent
similar dissatisfaction?

Mr. Huncerrorp: Yes, I think it is fair to say that.

Mr. Maysank: It is a joint effort? :

Mr. HuNcerrorp: Yes, it is a joint effort. You see, in order to preserve
the seniority of these employees who are away on military duty beyond o}r:e
Year it was necessary to consult and arrange with the union in turn, and the
whole thing has been given consideration jointly. 3 ; S

Mr. Maysank: Of course, the problem is not quite so acute now
You say the man will hold his seniority. In the last war if he had been away five
Years and came back and fitted into the same job he had before it was a}l right
but where it was bad was a large number of people were employed during the
War and then when the returned soldiers came back and were employed they
fell under the other two seniority lists I have mentioned. _

Mr. Huncgerrorp: I think we have reasonably protected against that
Contingency. L3, :

Mgr N}IAYBANKZ Tt is not far enough advanced yet to indicate the way in
Which you are protecting against it? ;

Mry HUNGEIIJRFORD: I think we can get you a statement on it. We had
better do that and have it in a more accurate ;’0;}?3. e

- M x: I do not want to press it at the moment. i
a lsta,l’\c/(Iarmel:l/ItA%{}?Qtl,\I canIbe made part of the record by filing it or as an appendix
or something like that it would be quite satisfactory.

Mr. Huncerrorp: We will get you something.

Mr. Mayeank: Something like that?

Mr. Huncerrorp: Yes. _

The Cumamrman: Have you any questions to ask with regard to transfers
during the year 1940 affecting proprietor’s equity?

Mr. Hazex: How are these values arrived at?

Mr. Coorer: In respect of the line abandonment? It represents the
Sstimated original cost less the value of the salvage.
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Mr. Hazex: Not the cost that the C.N.R. paid for those railways when
they took them over?

Mr. Coorer: No, it is generally an estimate made by the engineer of what
it would cost to build that railroad.

Mr. Jackman: I should like to refer to the item “capital (exclusive of loss
applicable to expired service life) on sale of S.S. Prince David and S.S. Prince
Robert” What happened to these boats, were they commandeered?

Mr. Coorer: Yes.

Mr. Huncerrorp: Taken over by the navy.

Mr. JackmaN: They bought them from you?

Mr. CoorEr: Yes.

Mr. Jackman: And the price you received was such that after allowing
for the depreciation if any that had been set up you showed a loss of
$1,474971.24,

Mr. Coorer: That is correct.

Mr. Jackwman: It seems rather extraordinary with the price of bottoms as
high as it is that you should have such a whacking loss.

Mr. Coorer: Then the government got the advantage.

Mr. Jackman: There must be something rather odd about the bookkeeping
—not the accuracy of it; but the principle behind it when you have a couple
of steamships that you presumably have been writing enough off for depre-
ciation as you used them and then when you sell them in what is probably the
most favourable steamship market in many many years you take a tremendous
loss even after depreciation.

Mr. VaveHAN: These boats were fast high-class passenger boats. The
passenger accommodation was of little or no use to the navy and the vessels
were taken in the early stages of the war before the price of bottoms advanced.
It was considered at that time that that was perhaps a fair valuation for the
boats, as much as probably could be got elsewhere for the boats. They had
to spend $700,000 or $800,000 on each of those boats to make them satisfactory
for their service.

Mr. Jackman: They are in the ocean service some place?

Mr. VaveHAN: Yes, they are doing, I understand, good service for the
navy.

Mr. JackmAn: You had no option about whether you would keep the
boats or not?

Mr. VauvcHAN: No, they were requisitioned by the admiralty.

Mr. Jackman: By the British admiralty?

Mr. VaveaaN: No, by the Canadian admiralty.

The Cuamrman: Did you receive any payment for the boats? I think
. there must be a little misunderstanding about that. ,

Mr. Vaveuan: Yes, we got paid for the boats. We did not perhaps nego- .
tiate as hard a bargain with the navy as we might have done. We felt it wa$
just from one pocket to the other anyhow. It was not something that it Was
worth while arguing about very much. y

Mr. Jackman: I think the officers of the navy are pretty jealous of thel®
company’s statement. If you received a fair price for these boats, even if you
did not get the war price for them, it must indicate, when you have a loss 1k

this, that you have not depreciated your boats nearly as quickly as you ough®
to have done.

Mr. Cooper: We have depreciated them at the rate of three per cent, Mr- 2

Jackman. They had only been in service nine years.
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Mr. Ross: What was the original cost of the boats?

Mr. Coorer: The two boats together cost $4,329,000.

Mr. Hanson: The David and the—

Mr. Coorer: The David and the Robert.

Mr. Jackman: You had one of two alternatives to take. The first one is
you did not depreciate the boats enough; the other is the government, stole the
boats from you.

Mr. Hansox: The Robert stole a German boat on its first trip out.

Mr. Hazex: What did the government pay for them?

Mr. Coorer: The government paid $1,400,000 for the two.

Mr. Jackman: How did they arrive at that price? Did the government
just tell you that they were going to pay that price?

Mr. VaveHan: We carried on lengthy negotiations and we got a higher -
price than the government felt they were worth to them. I think they offered
$500,000 for them each and we got $700,000 or a little more.

~ Mr. Jackman: You should have told the government you wanted a better
price. ;

Mr. VaveaAN: In war times the government can do anything they want
to do.

Mr. Huncerrorp: They required the ships and they were going to take
them and talk about the price afterwards.

The CuHamrmaN: Page 19, funded debt.

Mr. Jackman: Have you got any funded debt problems in 1941? Do you
Wwant the money for redemption?

Mr. Cooper: Yes, there will be about the same amount in 1941 as there

‘Was in 1940. The figure in 1941 will be $9,378,000 for serial equipment issues.

Mr. McCurrocu: Is there any way of paying off this 65 per cent due in
1946-—$23 897,000? :

Mr. Coorer: No, I do not think so. They are not callable; unless we
repudiate them.

Mr. McCurrocu: They will not be paid until 1946. :

Mr. Jackman: Which rolling equipment certificates are you going to
retire? Where are they set out on page 19?

Mr. Cooper: You will get the details of that when we come to the budget.

Mr. Jackman: Is that particular issue set out on page 19 in part?

Mr. Coorer: Yes, it ean be identified. There is quite a number of
them—TI should say there are twelve or fifteen items. :

Mr. Jackman: On page 19? :

Mr. Cooper: In the budget for 1941 there are about 15 items of debt to
be paid off, and they can be identified under the issues shown on pages 19 and
0. T suggest we wait until we get to the budget. S 2

Mr. JackmAN: The same applies to the $344,000 for acqu131tlf)n of securities.

The CuamrMan: We have finally found the means of getting around the
Perpetual debenture stock to some extent.

Mr. Cooper: The British government stepped in there. ; .

The CuamrMaAN: Is there any further discussion. If not, we will adjourn.
We will start from page 20 when we meet at 3.30.

The committee adjourned to meet at 3.30 p.m.
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AFTERNOON SESSION

The committee resumed at 3.30 p.m.

The CuamMAN: Order, gentlemen. Mr. Armstrong has an answer for you,
Mr. Jackman.

Mr. ArvsTRONG: A question was asked on the hotel operating result and
capital expended in the year 1940. I have here an answer giving the revenue,
expenses, taxes, net hotel operating income, expenditure on capital account,
and the net hotel operating income for all the hotels we operate, and I shall
have this answer placed in the record.

CANADIAN NATIONAL RAILWAYS
HoteL OPERATING RESULT AND CAPITAL EXPENDED—YEAR 1940

Net Hotel Expenditure
Operating on Capita

Revenue Expenses Taxes ncome Account
Charlottetown ............... $ 87629 $ 83627 $ 3638 $ 4636 $ 779
Pictou Lodge....o0eecasharass 17,538 23,827 219 6,508 7472
N OBE BEOEIAN crae 5s i vrs o7s 4 5e, o'a 454 811 358,480 11,472 84,859 8,906
Ohateatt LaGrier.. i« vovassess 1,601,758 1,145,844 60,794 395,120 14,914
Price ATTRUT. .t oo civslospial e 169,672 161,347 5,882 2,443 804
Manakl Lodge: ive..dcebensons 61,782 (71 0 g R T R 5,584 3,467
L L b A AP P R S 370,478 375,357 26,216 81,105 15,024
Prince Edward.....ccocoeieon 119,568 113,960 3,268 2,240 8,033
Maedoriald J.siciiaiicinisesos 389,119 375,501 13,965 347 2,273
Jasper Park Lodge........... 380,465 336,282 3,060 41,123 56,706
BesEBOTOREN 15w wide L a5 s Sfa e 283,493 269,374 806 13,313 137

$3,936,313 $3,304,807 $129,320 $502,186 $118,241

NET HOTEL OPERATING INCOME
1936-1939 Inclusive

4 T e G o R LIS 0 TP by S SR 0 SR $160,017
e Lo SRS AT G REET s PRl SR T i - S R 200,087
RO SPOBE ool il e miati e it dsmie 3 0bine Y 50 % R 226,014
B0 gl L1 s O R SR T S S R G B 302,364

Mr. JackmAN: Thank you very much. I have another question along the
same lines. I understand the Nova Scotian hotel in Halifax has had some
redecorating done of a rather extensive nature. I wonder if we could have the
cost of that. The decorating was done to the main dining room, the large
entrance hall of the Nova Scotian hotel in Halifax, and an expensive carpeb
placed in the dining room, ete.

Mr. Cooper: I think that work is still in progress. I do not think it i8
finished.

Mr. Jackman: I hardly need to ask here if there is any necessity for it
I am informed some people do not think there was any necessity for it an
T should like to get the cost of it if we could have it. You say you have not
got the final figure.

Mr. Coorer: I happened to be in that hotel last week and I was talking

to the manager. He said it was not decorated since it was built and he thought :

it was high time it was decorated.
Mr. JackMAN: Is that ten years ago or so?
Mr. Cooprer: Around that.
Mr. JackMaN: It had not been redecorated at all?

_ Mr. Coorer: Not these particular rooms, that is the entrance to the maif
dining room and the public rooms.

i
|
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Mr. Jackman: Nor redecorated?

Mr. Coorer: It was opened in 1930.

Mr, JackmaN: I am rather surprised you did not do that by tender. Were
any tenders called in that connection?

Mr, Coorer: I really do not know.

Mr. VaveaAN: We have some maintenance men around the hotel and they
are doing that work from day to day, almost constantly. I know so far as the
hotel goes we have had a great many complaints about the dirty condition of
it and I think it was as a result of these complaints that this touching up of the
hotel piece by piece has been done by our own men.

The CeAIRMAN: I might say to the committee that Mr. Fraser, the vice-
president in charge of traffic is here. There were a number of questions asked
yesterday in regard to scrap iron and division of business. I see the members
who asked these questions are not here. These questions were asked by Mr.
Nicholson and Mr. Pouliot and Mr. Maybank. Mr. Maybank is here. I think
he has something to say about it. Were you not asking questions with regard
to the division of business, Mr. Maybank?

Mr, Maveank: Yes, I brought that up you remember yesterday and we
touched on the passenger situation. I think Mr. Hungerford said Mr. Fraser
would be here to-day. He suggested to me this morning not to mention it
then but to leave it until this afternon. What I wanted to do was to follow up
with respect to freight and some other matters, the same sort of investigation
that we had yesterday with relation to the movement of the armed forces. I am
interested in knowing what the split is in government-controlled business related
to the war, what division is made between the two railroads.

Mr. Fraser: I could not give it to you in accurate figures, Mr. Maybank,
for reasons which you will at once understand. It would be quite a job to go
through the number of way bills, thousands of them, to get the figures, so that
we are pretty much in the realm of judgment. In addition to that we have no
knowledge of our own as to what is given to the Canadian Pacific Railway. I
would think that probably it could only be ascertained in accurate form by
a return similar to the one on passenger business. But our best judgment is
that the government-controlled business is given in the ratio of 45 to 55. The

 Canadian National participates at a maximum of 55 per cent.

Mr. MayBank: Who gets that 55 per cent?
Mr, Fraser: The Canadian National.

Mr. Maysank: Well, —

Mr. Fraser: I would think myself that year in and year out probably
50 per cent would be a very good estimate.

Mr. MayBank: Mr. Fraser, just as a matter of record, what is the dif-
ference in the capitalization of the two? We have to earn on what—

Mr. Fraser: Perhaps Mr. Cooper has it there under his hand.

Mr. Maysank: Two billion?

Mr. Cooper: The fixed charges of the Canadian National in 1940 were
$53,305,000.

Mr. MayBank: And the C.P.R.?

Mr. Coorer: The fixed charges of the Canadian Pacific, including some
Provision for interest on Sault line bonds is given in their annual report for
the year 1940 as $26,186,000.

Mr. Maysank: What is the ratio there?

Mr. Cooper: Just about one-half.

Mr. MayBank: The ratio of 53 to 26?
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Mr. Coorer: Twenty-six to fifty-three, yes.
Mr. MayBank: What is the ratio of employees?
Mr. Fraser: Again I think you will get information from Mr. Cooper.

Mr. MayBaNk: I should put two words in there, Mr. Cooper. 1 am, of
course, referring to Canada since all of these questions connote Canadian
.government controlled business. In the second place I am referring only to
railways proper, not steamship services. All that sort of thing is ruled out. Can
you give the ratio there?

Mr. Cooper: I would say the fixed charges of the Canadian Pacific
included their steamships and ours would include the fixed charges on our
properties in the United States. I think you will have to take these two
figures in a sort of broad way but when you come to the number of employees,
the employees in Canada of the Canadian National Railways in 1940 were
75,000, and of the Canadian Pacific 53,000.

Mr. MayBank: Seventy-five and?

Mr. Coorer: Seventy-five and fifty-three.

Mr. MayBank: About two to three. Then, in order to get the figures com-
plete what is the mileage ratio in Canada.

Mr. CooreEr: The Canadian National mileage in Canada, that is the
first named track, 21,798, and the Canadian Pacific 16,829.

Mr. MayBank: I know we had this before, but I want to get it in its
place at this time.

Mr. Jackman: Are all collateral services fairly comparable such as hotels?
Does 'the C.P.R. operate a larger system of hotels than the Canadian National
in Canada?

Mzr. CoopEr: Their investment is very much higher than the Canadian
National.

Mr. Jackman: The Canadian Pacific is higher?
Mr. Coorer: Yes, much higher.

Mr. Maysank: The C.P.R. gets its business then on a basis 50-50. So
far as any of that east of Quebec is concerned we do not get it by direction of
either the shipper or the consignee, hecause we would be bound to get that for
the Canadian National anyway. If you were to deal only with the traffic west

of Quebec it would appear that the C.N.R. is even less well off than the figures

50-50 suggest. Is not that true? g

Mr. Fraser: No, I think the figure I gave you, Mr. Maybank, is the
best judgment of the whole. The way you put it you are including there non-
competitive business. When I mention 50-50 I am speaking about competitive
business, open to competition by both railways. But speaking of the mileage,
if you will permit me before you leave that, I should like to call attention to
one interesting breakdown in the mileages of the two. In the prairie provinces,
Manitoba, Saskatchewan and Alberta, each of the railways have about 50
per cent of the railways. In the province of British Columbia the Canadian
National have 41 per cent of the mileage. But when you come to the maritime
provinces the Canadian National have 74 per cent of the mileage. In Quebec
and Ontario we have 64 per cent of the mileage and the total for eastern
Canada is 66 per cent of the mileage. :

' Now, in the nature of the case that 66 per cent is in territory that is very
highly competitive and very diverse and there is a much larger proportion
of the government traffic purchased in that territory than there is in the west;
so that if you are comparing on the basis of mileage, really when you think
of where that traffic originates, or the big bulk of it, the position of the
Canadian National becomes, from my point of view, rather more unfavourable:
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Mr. Maysank: You are in this central area where you have 64 per cent
of the mileage and the best you can do over all Canada is 50-50. Part of that
18 In a non-competitive territory almost, therefore obviously you are evidently
not getting your share in central Canada. That is my statement.

Mr. Fraser: I do not care to disagree with it.

Mr. MayBank: You are not disagreeing?

Mr. Fraser: No, I am not, from my point of view, Mr. Maybank,
leavmg thg government out altogether; leaving public business out in the
provinces, in the eastern part of Canada, it seems to me that we must get 66
per cent of the general commercial business which is done by Mr. Jones, Mr.
Brown, Mr. Smith and so on.

Mr. MayBank: Do you?

Mr. Fraser: Oh, yes we do. I say 66 per cent. We get a very large pro-
portion.

Mr. MayBaNk: You mean about that?

Mr. Fraser: Yes. Now, in order to maintain our services we cannot live,

and maintain services comparable with the Canadian Pacific on half of the
business of the country, because we have to maintain a considerably larger
proportion of service, so that I would expect to get from the commercial con-
cerns and I will argue with them that I was entitled to 66 per cent of their
business. If that be true of a commercial concern, and I am only giving you
my own opinion, it seems to me that should be the minimum which the govern-
nlllent, the owner of the property, should give to us. I hold very strong view on
that. : \

Mr. MayBank: I gathered that.

Mr. Hanson: In this connection could the witness tell us how much of the

~ Canadian Pacific stock is held in Canada or in other countries?

Mr. Coorer: That is shown on page 18 of the annual report of the Cana-
dian Pacific. Railway for the year 1940. This report shows that 18.04 per
cent of their ordinary stock is held in Canada, and .94 per cent—less than 1
per cent—of the preference stock is held in Canada.

Mr, Haxson: Do they give the countries where the other shares are held?

Mr. Cooprer: Yes. Canada 18-04 per cent, United Kingdom and other
British countries 53-03 per cent, United States 22-63 per cent, other countries
6-3 per cent.

Mr. Mavsank: That is only the ordinary shares of course.

Mr. Cooper: Then there are the preference shares shown here as well. In
Canada -94 per cent; in the United Kingdom and other British countries 95-96
per cent; in the United States 26 per cent, other countries 2-84 per cent.
Combining the two stocks the percentage held in Canada is 12-98 per cent,
United Kingdom and other British countries 65-75 per cent, United States 16
per cent, other countries 5-27 per cent.

Mr. Hanson: Is it the same for the C.N.R.?

Mr. Cooper: All the stock of the C.N.R. is held by the Canadian govern-
ment,
Mr. Hanson: In other words by the Canadian people.

Mr. Maysank: I would like to ask Mr. Fraser a question. Mr. Fraser, do
You know of any steps that the Canadian Pacific Railway takes to obtain
business that you do not take?

Mr. Fraser: Have you something in mind?

Mr. MayBank: No, I have not. 1 just wondered whether the one company
Was more aggressive than the other in trying to obtain business. I have not
anything specific in my mind.




122 STANDING COMMITTEE

Mr. Fraser: No, we certainly hope not. We think they are not any more
aggressive than we are.

Mr. MayBank: There was a time—I saw it in western Canada—when all
the employees of the Canadian National were very aggressive in obtaining
business. That is no longer the case; there is not quite the same enthusiastic
search for business on the part of the employees that there used to be. I wonder
" whether the C.P.R. maintain any different soliciting service than you do?

Mr. Fraser: No. They are fairly comparable in the city of Ottawa. Of
course, they have special representation here which we have not at all times.

Mr. MayBaNk: You mean lobbyists?

Mr. Fraser: I would not like to put it that way.

Mr. MayBank: Not meaning anything stigmatic at all, that is a word we
have come to use.

Mr. Fraser: Yes. They have special representation here all the time for
traffic purposes largely.

Mr. MayBaNk: Is it your opinion that that is efficacious?

Mr. Fraser: Well something, perhaps, is; I suppose it is a factor.

Mr. MayBank: I suppose they would not keep them unless they paid their
way.

Mr. Fraser: They do not usually make mistakes of that kind, no. Mr.
Maybank, you asked me to go in so deeply that I think I might as well go all
the way.

Mr. MayBank: Yes, I think so, as far as possible.

Mr. Fraser: I am giving you my own view. You are speaking now of a
division of the business?

Mr. MayBANK: Yes.

Mr. Fraser: I am, as you know, the head of the department directly
concerned with obtaining business, freight and passenger business, and I give
a great deal of thought to that matter. To my mind there should be no division
of the business at all. T cannot understand the idea of dividing the business
of the people of Canada with my competitors, for this reason if for no other:
you have a dollar to spend on transportation, you may spend it with the
Canadian National or you may spend it with the Canadian Pacific or with
a truck. Now, if you spend it with the Canadian Pacific or the truck it costs
you a dollar; the Canadian National can render for you that exact service at cost.
The financial men would readily tell you what that was. If you pay me a
dollar for transportation it pays the same tax at least as the Canadian Pacific
dollar pays, but I give vou back 40 cents or 50 cents or 60 cents as the case
may be, whatever the experts would say it was. To me it is incredible that
the business of the owners of the property should be handed to someone else
to perform at a greater cost than I can perform it. It does not make any more
sense to me than it would for Eatons, if they had trucks, to hire Simpsons to do
their trucking. I am giving you my frank personal opinion, but I cannot
understand a division of the business, and particularly in war time. My view
is that every pound of business that is paid for by the taxpayer of Canada
should be moved and every passenger should be moved on your own railroad,
by every test, it if can be done.

Mr. JackmaN: I presume you would like to have things made easy for you-

Mr. Fraser: Naturally. '

Mr. Jackman: I do not think that your viewpoint is a fair one. I do nob
‘want to express any opinion about public ownership as against private owner-
shlp. The thesis which you have put forward of a comparison of Eatons giving
their delivery business to Simpsons is not a good one between the Canadiad

o e
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National Railways owned by the government and the C.P.R. as a private

organization; the comparison is not on all fours. You must remember that

some people in this country still do not believe in socialism, and public owner-
ship is a step towards socialism as we all know.

Mr. MayBaNk: I do not know whether the socialists would agree with
)t';)u 0{?1 that. If you stir this conversation into socialism where are we going

get

Mr. Jackman: We will have to get the aid of the C.C.¥’s, perhaps.

Mr. Fraser: At an appropriate place I would be delighted to argue that
with you in answer to you.

Mr. Jackman: You want things easy, given to you; on the other hand,
a great many citizens of the Dominion of Canada share your viewpoint and
do ship their business over the government line because they say that is their
line and let the other line go hang. There are other people who feel that a
fair division of the business should be made, particularly where there is a
great deal of business—that both should get their portion of it; and the whole
basis of the competitive system which many of us support is that the people
shall fight for business on the basis of service rates, and not because the shipper
happens to be also the owner of the enterprise such as you suggested there.
I think it is very wise that we maintain a healthy competition between these
two companies and that the business be given on the basis of rates which, I
presume, are equal under the commission, the consideration then being service;
and that should be the basis on which you fight for your rights.

Mr. Fraser: I fight more successfully outside of the government business

on that competitive basis.

Mr. MayBank: It is rather apparent that we could get into a very very deep
chasm of disagreement on that, but as Mr. Jackman points out we are all
apparently agreed that there ought to be something pretty fair in the way
of division. At an appropriate time I should like to offer a resolution which
would find its way into the report with relation to this. I might say this,
that there is one point, I think, that is overlooked by Mr. Fraser there, and
that is that on the other road there are a considerable number of employees
and they are all citizens of Canada, and that any very quick change so as to
completely use our own service would, of course, affect all of them adversely,
and we have to look at that aspect of the factor too. However, it is not my
purpose to go into an expatiation on that.

Mr. Fraser: I have no quarrel with anybody on his viewpoint. There
may be many public considerations justifying it. I am giving the reasons for
my own view.

Mr. Maysank: Let us look at another aspect of this. I have a memoran-
dum in front of me dealing with certain government sites. I do not know who
made up the memorandum and I do not know that it matters who made it up;
but I wanted to use it for the purpose of discussion here. We have had
established in Canada a very considerable number of industries which are
substantially government industries. Some of them are wholly so. One is at
Calgary, another is at Winnipeg and some others are down this way. What
size of business would it appear that we are going to get or are getting at
the Calgary Chemical Plant? What can you tell me about that?

Mr., Fraser: The Alberta Nitrogen Company?

Mr. Maysank: Yes, the Alberta Nitrogen Company. Is that a company
comparable with the Nobel plant over here and the Carbide plant near

innipeg?

Mr. Fraser: Yes.

Mr. Mavsank: The set-up is the same, is it not?
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Mr. Fraser: Yes.

Mr. MayBank: It is a D.IL. company, is it not?

Mr. Fraser: Yes, I think it is D.I.L.

Mr. Mayeank: D.IL. and C.IL. are the same; they just organized them-
selves into D.L.L. for the convenience of meeting their war contracts?

Mr. Fraser: I think the D.IL. is an operating company for the C.I.L.
In this particular case I think Consolidated Smelters are operating the nitrogen
plant.

Mr. MayBank: That is the C.P.R. that is operating that plant?

Mr. Fraser: Yes.

Mr. MayBaNk: And what is the story with reference to this location;
who chose the location?

Mr. ArmsTtroNG: The Alberta nitrogen plant is located near Calgary—I
think the Consolidated Smelters had the final decision on the site. The Canadian
National line—at least the right of way of an old line—was located practically
through the property which was acquired for the plant, and the history of the
sidings serving this plant is briefly this: the Canadian National had a track
laid within a half mile of this particular plant; when the property was chosen—I
should say when the site was chosen—the Canadian National extended it track
along its own right of way to where the plant would be located, half a mile away.
The plant being a Consolidated Smelters’ plant and having a close affiliation
with the Canadian Pacific Railway, they desired to serve the plant also. The
Canadian National offered to give them running rights or to perform service
for the Canadian Pacifie. Unfortunately, nothing along that line could be
arranged and the result was that the Canadian Pacific built its own line into
the plant. I think their line would probably be about three miles away; and they
built an independent line into the plant; so that both companies now serve the
plant. There was also itself some mix-up regarding the entrance of the tracks
to the plant which, however, was solved to the satisfaction of all concerned.
That is briefly the history of that industry.

Mr. MayBaNk: Supposing you had worked it the way you desired with
the C.P.R., and had given them running rights, perhaps, or given them a service,
what haulage would you have got that you now won’t get?

Mr. ArmsTtrONG: I doubt that we would have got any because the plant
being in the hands of the Consolidated Smelters, and closely affiliated with the
Canadian Pacific Railway, we might not expect to get much more than we will
get now. Actually, from the point of view of the country—and I will say from
our point of view—the three mile line was not necessary, was not essential.

Mr. MayBaNk: Supposing you had not had the three mile line but you
had been serving the plant, how far would you have to haul anything from it
before meeting up with the C.P.R.?

Mr. ArmsTtrONG: Probably two and a half to three miles. Whether we
would have had to make an inter-change point there I am not sure. There is
one, Mr. Hungerford reminds me. We offered them a switching rate over the
two and one-half miles of line; they could have switched themselves from their
own line over our line.

- Mr. MayBank: How do they benefit themselves by this three-mile exten-
sion? There does not seem to be very much benefit to them.

Mr. ArmstrONG: That is something I cannot answer; I do not know.
Mr. MayBaNk: Did it benefit them?

; Mr. ArmsTrRONG: It may come out in the future division of the traffic;
I do not know.
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Mr: MayBaNk: They had complete control of the traffic anyway even
though it was first placed on the two and one-half mile line.

Mr. ArMsTRONG: Possibly for road haul, yes.

Mr. Maysank: Well, now, who was building that plant because it is at
the present time in the process of building?

Mr. ArmstrONG: I do not think it is completed yet.

Mr. MayBank: Do you know who are building it?

Mr. ArmsTRONG: The contractor?

Mr. MayBank: Yes.

Mr. ArmsTtroNG: No, I do not.

Mr. Mayeaxk: Is it not the Fraser Brace people who are building the cordite
plant at Winnipeg?

Mr. ArmstroNG: 1 do not know.

Mr. MayBaxk: Do you know what percentage of the contractors’ business
you got?

Mr. ArmstroNG: Noj; I think perhaps our traffic people would know.

Mr. Fraser: The situation there was this: Instruetions were given—

Mr. MavBank: By?

Mr. Fraser: By, I think, the Allied War Supplies Corporation in Montreal
which has to do with the location of these plants that the business was to be
divided as nearly as possible equally between the two railways.

Mr. MayBaxk: That would be in letting their contract to whomever it is
that is doing it.

Mr. Fraser: Yes, that he should divide his business in, and when the
plant was completed outbound business, equally if possible between the two
railways. Those instruetions were disregarded and we found that most of
~ the material for the construction of the plants was moving by our competitor.
Very strong representations were made by myself personally with a minimum of
success; but eventually—I think there are perhaps some heartburnings in con-
nection with it—the instructions became more definite and better understood and
I have been assured by the corporation that from now on the business will be
divided equally between us. It took a gaod deal of doing, I may say.

Mr. MayBank: Up to the point that you are now I suppose there has been
a great deal of traffic go in there?

Mr. Fraser: Yes, and the amount we moved was negligible. What propor-
tion T do not know because I do not know how many carloads the competitor
moved.

Mr. Mayeank: You had a good deal of difficulty getting the promise
which you now have? '

Mr. Fraser: I had the promise, but I had a good deal of difficulty getting
fulfilment. ‘

Mr. Maysank: You now have another promise.

Mr. Fraser: Yes. :

Mr. Ross: The project is well on the way to completion?

Mr. Fraser: Yes, it is, how far I do not know. I think it is owned by
the government but as I understand it constructed by and operated by the
Consolidated Smelters, =

Mr. VaveuanN: Under the supervision of the Allied War Supplies
Corporation.

Mr. Fraser: Allied War Supplies, yes.
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Mr.‘ MayBank: I believe Allied War Supplies do not actually operate
anything. They just get the thing ready for operation by somebody else.

Mr. Vaveaan: They supervise the operation.
Mr. MayBaNk: Even afterwards?
®* Mr. VAUGHAN: Yes.

Mr. MayBank: You say vou personally made strong representations. You
mean that these representations were made to Allied War Supplies?

Mr., Fraser: Correct, and I know that the Allied War Supplies acted on
them but they had their own troubles, too. -

Mr. MayBank: You are satisfied they did act upon your representations?

Mr. Fraser: Yes. .

Mr, Maysaxk: Well, then, what about the cordite plant at Winnipeg,
what is the story there? I put that question to you, Mr. Armstrong.

Mr. ArmstroNG: The cordite plant at Winnipeg was originally decided
upon to be served by the Canadian National Railways.

Mr. MayBaNk: May 1 interrupt you there? It was originally decided
upox}? to be served by the Canadian National Railways. What is the position
now?

Mr. ArmstroNG: I will put it this way: that the area selected for the
plant, which met all the requirements of defence industry and Allied War
Supplies Corporation, was close to the Canadian National; that, as T under-
stand it, representations were made by the Canadian Pacific who felt they
should have a share in the business and the site was changed to a section of
territory which was served by both railways; that is between the two railways.
In order to do so it was necessary to pipe a water supply some considerable
distance at an expense which we understand was $50,000 or $60,000.

The CuarMAN: So it is still much nearer to your plant?

Mr. ArmstronNG: You might call it now a jointly served plant between
the two railways.

The Cuamman: Yes; I live there, and it is much closer to the C.N.R.
than it is to the C.P.R. i

Mr. MayBank: Yes, it is closer to the C.N.R. now, Mr. Chairman. Even:
now it is closer to the C.N.R., is it not?

Mr. ArMsTRONG: Yes, it is.

Mr. MayBank: You say the cost of the pipe line to bring the water amounts -
to $50,000 or $60,000?

Mr. ArmsTrONG: That is the cost as reported to us.

Mr. MayBank: That was paid by the Canadian Pacific Railway Company
in order to get the site changed a little bit.

Mr. ArmstroNGg: That would be a fair statement, I would say.

Mr. MayBaNk: At any rate, it was paid by them and the site was changed
to that extent.

Mr. ArmsTRONG: It is understood to be paid by the Canadian Pacific i
the first instance. Who will eventually pay it I do not know.

Mr. Maysank: What do you mean by that?
Mr. ArmsTrONG: It is a matter of—

Mr. MayBanNk: Is there any suggestion that the government will pay them |

back? Is that what you mean?

Mr. ArMSTRONG: Whether or not it will be included in the cost of the
plant and paid back by the government I do not know.

Mr. JackmaN: There is no evidence that the Canadian Pacific will not bear
the cost eventually.
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Mr. ArmstroNG: There is no evidence either one way or the other.

Mr. Jackman: The Minister of Munitions and Supply in answering some
questions in regard to this location some time ago, if I recall correctly, from
memory, said that it was entirely at the expense of the railway company.

Mr. MayBaNk: Yes, that statement was undoubtedly made. The statement
was made that the other railway company was going to pay, and the inference
I would draw from that would be that it would be paid not merely in the first
Instance but finally the amount of $50,000 or $60,000 would rest upon the
Canadian Pacific Railway.

Mr. ArmstrONG: As I have said, we have no information either one way
or the other.

Mr. MayBank: In that case I know who the contractors are. The con-
tractors are Fraser Brace. How are you doing? How have you been doing
in regard to the traffic connected with the building of that plant?

Mr. Fraser: We have been handling most of the traffic into that plant.

Mr. Maysank: Is it something like 60 per cent or 70 per cent? Can you
give an idea of that percentage?

Mr. Farueap: I would say about 65 per cent.

Mr. Maysank: The next plant I wanted to ask about or the next place I
wanted to ask about was Cherrier. Where is that?

Mr. ArmstroNG: Cherrier is east of Montreal; it is just off the Island of
Montreal. Charlemagne is the nearest station to it. Bout de L’Isle is the end
of the island and Charlemagne is the next station off the island. Cherrier is a
new station for the new shell-filling plant. That is a case where the plant was
located immediately adjacent to the Canadian National Railways. We serve
that particular plant exclusively.

Mr. MayBank: You do serve it?

_ Mr. ArmsTtrONG: We serve it exclusively. The only connection the Cana-
dian Pacific might have had with that was that there was some question of their
building a line in there. Fortunately—I say fortunately for us—although
they made surveys of the line—and it would be, I think, four to five miles long—
although they went so far as to make surveys they did not build the lme:. They
did try to obtain permission to build in to the plant. Neither the Allied War
Supplies Corporation nor the Minister of Munitions and Supply would grant
them permission. That is briefly the history of that.

Mr. Maysank: Now, there is a large number of plants under the Depart-
ment of National Defence, a large number of establishments started through-
g;llt the country, and they all make traffic. What is the situation in regard to

em?

Mr. ArmstrOoNG: Well, with regard to the Royal Canadian Air Force
there are various flying, bombing and air navigation schools—I presume there
18 no harm in giving figures—

Mr. MayBank: You mean no harm in mentioning where they all are?

Mr. ArmstronG: No, I am just mentioning numbers.

Mr. Maysank: It is all public property by now anyway.

Mr. ArmsTroNG: There are twenty-six sidings for these air force schools.
Of these the Canadian National has installed ten and may install five addi-
tional; the Canadian Pacific have installed eleven. In addition—there are

oyal Canadian Air Force equipment and repair depots—there are ten. The
Canadian National Railways serve three, tlie Canadian Pacific two, and the
Canadian Pacific and Canadian National serve jointly four. There is one not
Served at all, but it is located in Calgary and in all probability will be served
by the Canadian Pacific.’ We are getting, I would say roughly, 50 per cent

or slightl ;
'272017g_4 tly better
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Mr. Ross: What are the names of the four jointly served?

Mr. ArmstrONG: I have not a list of the names although one of them I
think is at—

Mr. Maysank: One is at Macdonald.

Mr. VaueHAN: One right at the airport in Winnipeg.

Mr. ArMsTRONG: One is at Macdonald.

Mr. VaugHAN: The one in Winnipeg is jointly served.

Mr. MayBaNk: It is right at the airport and the two roads are quite close.

Mr. VaveHan: The Canadian National have a siding and the Canadian
Pacific also built one.

Mr. MayBaNK: You were probably referring a moment ago to the one at
Macdonald. I think that is C.P.R., up the road to Neepawa; it is near Portage
la Prairie.

Mr. Ross: Have you the situation in London?

Mr. ArmsTtrONG: The situation at London?

Mr. Ross: They have an airport there now near a shell factory going up.

Mr. ArMsTRONG: I do not know whether I have information on that or not.

Mr. Vaveaan: That plant is being put up by the Fleet Aircraft Company
with Government money.

Mr. Ross: You are going to operate it?

lgflr. VaveaAN: They are going to operate it; it is located on the Canadian
Pacific.

Mr. MayBaNk: Again speaking of these places that both railroads are
serving, such establishments as we have been speaking about, how have we
been doing both in respect to traffic leading to the building of those places and
how have we been doing with respect to the traffic out of them afterwards?

Mr. Fraser: Well, as to the plants being constructed by the Munitions
and Supply Department our feeling is that we are doing pretty well. So far as
the other plants are concerned, those under National Defence, we are not
quite so happy about them.

Mr. McCurrocu: They should get the lion’s share of the traffic anyway.
They should get more than they are getting now. The Canadian National has
21,000 miles of track and the Canadian Pacific has 16,000. They should get
a proportion of freight in relation to the difference in mileage.. I can see that
the Canadian Pacific are getting more than their share, and I can well
understand it when departments here in Ottawa, government departments, will
send out telegrams to members of parliament over Canadian Pacific telegraph
lines. 1 suppose there is a great percentage of the members of parliament who
travel Canadian Pacific when they could travel Canadian National just as well.

Mr. Maysank: I do not think you are right with regard to the west.

Mr. McCuLrocu: If you are going from here to Toronto you will see most
of them go by way of Canadian Pacific.

The CaamrmaN: They are pool trains.

Mr. McCurrocu: The idea of getting a telegram over Canadian Pacific
telegraph lines from a department in Ottawa is not right.

Mr. MayBank: That seems to suggest that some of these services maintained -

- here that we were speaking about may indeed be efficacious. That is a sort of
answer to the question asked a while ago.

Mr. Fraser: Yes. To be perfectly fair about it there are a great many
people, employees in all of these departments who have to do with the routing
of traffic here and the sending of messages. What is done by any particular
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department does not necessarily reflect instructions within that department.
It may mean a number of things. I would not want you to think that I was
criticizing existing instructions if any. I am merely giving you the facts
and my own view from them. You might have a great deal of traffic routed
that the deputy minister and the minister would know nothing whatever about.
In fact the head of the department might know nothing about it. It finally
all totals up. You see, the two railways to-day solicit for government business
Just as they would for any other business. The government is a highly
competitive organization from the railways’ point of view just the same as
anybody else. They are just another customer to the two railways, unless you
find here and there the view which does prevail in some departments that the
business of the department should as a matter of policy be equally divided
by percentage between the railways. You find that in some departments.

Mr. MayBank: I do not suppose Mr. Thompson has very much entertain-
ment money, has he?

Mr. Fraser: No, we have had to cut him down.

Mr. MayBank: Mr. Chairman, you made a remark earlier to-day that we
would probably be sitting to-morrow. Is that your view now?

The Crmamman: We cannot possibly complete this business to-day.

Mr. Maysank: Well, so far as any questions that suggest themselves to
e along this line are concerned I have about finished all that I wanted to
ask. If we were going to rise at once I would desire to offer a resolution. But
In view of the fact that we will be sitting again I think I shall defer doing so.
I have in mind something in the way of a recommendation that the business
be divided 65 and 35 or something like that. I should like to have a look at
the report of the proceedings of this committee before doing that. But so far
as this branch of the case is concerned I am finished for the time being. The
Idea T had in mind was that I want to see something of that sort get into our

Teport to the house.

Mr. Jackman: Mr. Chairman, may I make one or two observations following
along the general line of Mr. Maybank? It is quite obvious that both old line
Parties in this dominion have gone on record in fairly recent years against
failway amalgamation or unification of management. Apparently it is the will
Of the people, as reflected in these two parties, that competition shall obtain in
the dominion. We must bear in mind that if we have public ownership of one
Competitor and private ownership of another competitor we will have a very

fferent situation from that which we would have in the case of a public
Utility Jike the electric light or a telephone system. That is a monopoly in that
Service and is a different situation from that of the railways. Perhaps it lends
ltself o public ownership in a much greater degree at any rate than doqs a
Stuation where there are competing serviees. If the government enters into
Usiness there is no question but that it can drive out private business. We have
an example here. If Mr. Maybank’s—I won't say suggestion—if the tenor qf
18 resolution is carried to its logical conclusion it is quite obvious that there is
Perhaps no stopping point in the matter of the business of the government.
Might, say today the government is creating over half the national income.
Half the business of all of Canada would perforce go to the government-owned
Me.  That is the logic of the situation if we admit certain premises. On the
Other hand, as T say, competition has been decreed by the people of Canada and
g’ does seem to me that there should be a fair division of the governmental
USiness rather than the weighting of it merely because the government line is
ed by the government itself. There is a vast difference between government
Whership and private ownership. I was just a little surprised, although I can

: ‘ Wderstanq the reason for it, when Mr. Hungerford said that there were no plans

2207—g3
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for the solution of this great problem of the railways after the war. We cannot
expect the same tempo of business as we are ‘enjoying at the present time. The
only solution that he offered was we have the plant here; give us the traffic and
we will break even and show you some return on the money. The way the
private business tackles that problem is to say, well we have too great a plant;
we have to cut down our overhead; we have to cut down our services. We
either have to go out of business or we have to at least break even so far as
operating is concerned even though we did not show any profit. But it is a
different situation with the railway. It is not essential, apparently, that they

make a profit. The people want the service and competition and the government

is willing to face the deficit from year to year. 1 presume that the directors’
hands and the president’s hands are to some extent tied. Certainly they must
abide by the dictates of the government which owns the railway and which puts
up the money to pay for the deficit of the railway. Therefore I merely wish to
point out some of the underlying reasons, if you like, why the two competing
systems should be maintained in a healthy condition or else they should be
under one management and unified or amalgamated. But apparently that is
not desirable from the standpoint of the Dominion of Canada.

Mr. MayBank: Since my words have served as a springboard from which
Mr. Jackman has jumped, I might just make these two or three remarks. All
of the remarks he has made which relate to the railways after the war on the
general subject of competition, amalgamation, unification and that sort of thing:
are not I think germane to the inquiry at the moment.

He did say that if my proposals were carried out to their logical conclusion
it would mean excluding one railroad from any governmental business at all
and probably it would drive them out of business. With all respect I think that

is quite wrong. What I would desire would be to make a division of business -

which the basic facts of the life of the two railroads would seem to suggest:
We have mqre gmployees on the one to be served; we have a larger gapitalization
on which to pay interest and we have many more miles of track. I should like
to see a division taking these facts into consideration. Not at all would
suggest that there should be a division so that one would get nothing.

I think Mr. Jackman and I are in complete agreement as to why there
should be a fair division of business and that is what I want to aim at. I ju
do not think a 50-50 division is a fair division. So it all comes down to aB
arithmetical difference of opinion between us, and even if there be that and
doubt very much that there is—

The CuairMAN: I rather think the place for this debate is in the House of
Commons. We are here for a matter of inquiry.

Mr. Gray: I have one question to put to Mr. Fraser arising not particularly
out of the traffic situation which was just discussed. I think most of the
members have been circularized—certainly I have been to-day—with a speci®
delivery letter sent by someone by the name of Bridges. I have no idea who i
is at all. This letter is urging upon the government an amendment of the
Customs Act to allow bonded freight to be shipped by direct route through fro®
the United States ports to other United States ports, Detroit, Port Huron a7
Windsor. This circular to-day points out it will not in any way affect railw#
traffic for the reason that the traffic that they speak of is now utilizing truc %
around the other side of the lake. I should like to have your opinion on tha%
Mr. Fraser, because I think it has importance particularly at this moment W o
all members are being circularized with this particular letter. B

meln

Mr. Fraser: I of course would not know, Mr. Gray, whether the statem Iy
that this traffic would not move by rail is a correct one or not. I certall
would not accept that without a good deal of proof because almost every 4
of freight that could move by rail or by truck is very competitive traffic an

the trucks would not concede it to the railways or the railways to the trucks:
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Mr. Gray: Then many of the statements could not possibly be accepted.

Mr. Fraser: As a matter of fact tremendous quantities of American traffic
as you well know are moving between Windsor and the Niagara frontier,
Buffalo, over these very lines, right through that territory. They are very
very well patronized lines and I doubt if there is any traffic that you could say
would not move by rail if this thing is allowed.

Mr. Gray: I presume that you are alive to the situation that these people
are making a very determined effort to put this through.

Mr. Fraser: We are, as a matter of fact, yes, and we are making repre-
sentations to the government in connection with it.

Mr. NicHoLson: Yesterday I raised the question on the movement of
scrap metal. The Department of National War Services have carried on a
very active advertising program. In western Canada there is a great deal
of scrap, particularly on the farms, and the elevator companies have offered to
act as collecting agencies. People have been very generous in contributing
the scrap. It seems to me there is some hold up on account of the high freight
rates. I realize the difficulty there. Has any statement been made as to the
possibility of this scrap being moved some place where it can be of some use
i our war effort?

Mr. Maysank: May I add something to that before an answer is given?
I said yesterday I thought there had been an arrangement with the railways
and the serap iron people that they would carry it on an O.C.S. basis for a
period. We did get some answer to that and I wonder if it might be added to.

Mr. Fraser: That is not quite the situation. I can give you a quick
answer and that is this: perhaps there has been some confusion about the rates.
As you know, we have all rail rates, and we have lake and rail rates. The
lake and rail rates, of course, are lower than the all rail rates. We agreed

carry scrap all through the winter and wuntil further notice from
Wwestern Canada at the lake and rail rates rather than at the all rail rates.
It was a concession. For example, if it would interest you, let_a us take
from g point like Winnipeg to Hamilton, which is a large consuming centre.
The normal all rail rate would be 51 cents on 100 pounds. That is
the tenth class rate. The lake and rail rate is 44} cents on 100 pounds. That
I8 61 cents less. That of course usually applies only when the overseas naviga-
tion is in effect. We agreed to continue the 44}-cent rate and have continued

1t all through the winter and it is now in effect to all points in the east.

Mr. NicmoLson: Have you any answer regarding the question I have
raised? ;

Mr. Fraser: Yes, I shall be glad to answer you. Of course, we all know
about the campaign to raise serap for the national war services, and the matter
Was taken up with the railroad and the suggestion was that they carry the
Scrap from western Canada to the east at a reduced rate. We looked into
that pretty carefully and it did not seem to the railway as though there was
any necessity to reduce the rate for this reason: the scrap is donated; there
18 no original cost for it; the people are very generous about it, as I understand
1t, and they give their scrap and it is collected largely by voluntary effort and
at very little cost. We are now moving scrap at the present rate—commereial
Serap that is purchased in western Canada—without any trouble as far east as
orel. For instance, we take scrap from Edmonton which is purchased by
dealers in Edmonton for cash and sorted by them in their own time and they
aven't any difficulty in shipping that serap to Sorel at the present time and
b the present rate. So it did not seem to us that the present rates were
Very much in the road for the movement of the serap that was donated or
Collected by voluntary effort. We did not think a very good case was made

out for it,
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Mr. Ross: There is a fair profit at 444, I presume.

Mr. Fraser: Oh, well, I presume so. When you ask me just what profit
there is in a specific rate I am in a different realm. :

Mr. Ross: 1 was thinking that you might strike a carload rate.

Mr. Fraser: That is, of course, a carload rate.

Mr. Ross: I mean a lower rate. That is the actual weight you carry—
441 per 100 pounds.

Mr. Fraser: Yes. You could arrive at it by any way you like; it is
441 cents and it seems to be a pretty generous concession. I do not know of
any complaints about it. That applies to commereial serap also.

Mr. Ross: I was thinking of a story I heard about carrying fruit in the
United States. It is carried at so much a box, I believe, and the fruit people
made up those cases with sort of a limber side to them and in that way they
put in an extra number of oranges. I did get the figures of how many millions of
dollars the railroads have lost due to that little change in the orange cases so
that they could put in so many more oranges.

Mr. Fraser: They paid for the case and the contents and they lightened
the case and paid less.

Mr. Ross: Yes.

Mr. MayBank: In regard to the scrap question, there is a very large amount
of scrap iron on all the farms of western Canada. Farmers just throw the stuff
into a pile on the usual principle that it is better there in a pile than to throw
it away because you never know when it will be useful; but it would not be
worth my while to go out and get it. It is not economically collected, but there
is a lot of it. Our patriotic salvage corps in various places have stirred up the
farmers to bring that serap into the small towns but there have been difficulties
from there to bring it to the centre spot, Winnipeg. I gather, by the way,
that they are not particularly anxious any more to use the scrap from western
Canada down in Hamilton; they do not want to get them in the habit of shipping
away from that territory. I understand that is the attitude of the steel
people. Mr. Secully, the steel controller was talking along that line. The
desirable thing in western Canada seems to be to get that to Selkirk where
the rolling mill is. When that stuff is not moved it chills the enthusiasm of
the people that this patriotic corps have worked on, and we would like to see

“some way of getting that stuff brought in because it is worth something to the
country but it is not economical to collect.

Mr. Ross: It might prove economical in the long run.

Mr. MayBank: Yes. A gleaner in the fields is no longer considered
economical although it might be if the gleaning were done at no labour cost
whatever. This is something similar, and there is no cost whatever in the
collection of this. Now, you never would get that business at ordinary rates
because they cannot even now, from a lot of these points, afford to ship it in to us
Would you not be ahead of the game to carry that o.c.s. plus some percentage—
I do not know how much but make it low.

Mr. Ross: And keep it in a separate account.

_ Mr. Fraser: Mr. Maybank, so I will be quite clear about the problem, I
might say that the Deputy Minister of National War Services has taken &
very active part, and on behalf of the minister has organized the matter-
They have never asked us for any concessions on rates on scrap within western
Canada. They say it presents no difficulties whatever.

Mr. MayBank: Of course, they could easily say that to you. I have been
speaking about the work of this patriotic corps in Winnipeg. They are collecting
all kinds of stuff and they are doing a land office business. In other cities the
condition I have described also obtains.- They are expanding and they aré
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taking in a little more territory every day, and yet they have not got to the
point, perhaps through very busyness, of making any special representations to
the department, and therefore you have not got them. I may say that I know
that the railways could be a very considerable help to this patriotic movement.
I am suggesting to you to break a precedent and take this up on your own
_initiative; to offer us something in the interest of this patriotic movement.

Mr. Fraser: Well, Mr. Maybank, I think it is quite proper to say this, that
there have been a great many representations made and a good many discussions
held, and the file is still open with Mr. Scully whose name you have just
mentioned; and after representations had been made to him I think I am
correct in saying, am I not, we are waiting to hear further from him as to what,
if anything more, he has to suggest. The file is not a closed file; but I do believe
this, that as I say the only request that was made to us was for rates from
western Canada to the east, not within the territory itself. I understand there
Is a very serious question as to whether or not serap should be moved in large
quantities from western Canada to eastern Canada.

Mr. Maysank: That was Mr. Scully’s point to me, and the steel people
told me the same thing. i

Mr. Fraser: There may be even a greater demand for it, perhaps, on th
Pacific coast. Would it be satisfactory to say that the matter is still open
with Mr. Scully.

Mr. Mayeank: I know you will endeavour to co-operate in every way
that you can in every good thing. I would like to make this suggestion to you
that you suggest to somebody in your stores department out in Winnipeg,
somebody frem the traffic end, to get in touch with that organization or those
organizations and sit in with them as a member. It would be doing a great
service to them, I know, and I think on consideration you will agree that you
-can be of great service.

Mr. NicrousoN: Did I understand you to say that you had not received
any request for reduced rates within western Canada?

Mr. Fraser: That is correct.

Mr. Nicuorson: I have correspondence going back to December, the time
that this appeal was made to patriotic organizations in mry constituency, and
they have been very anxious to make some contribution in this field. They
feel that they can make it without any great sacrifice; but from what informa-
tion I have the rates from northern Saskatchewan to Winnipeg are still so
high that there is nothing for the patriotic organizations worth speaking of
after they pay the freight on this serap brought into Winnipeg.

Mr, Frasgr: If this is an order, one of the things that causes us difficulty
Is this: serap to-day from northern Saskatchewan, from as far west as Edmon-
ton, is being bought and paid for at $1 a ton or $2 a ton—I do not know what—
and collected and shipped on the existing rate and sold at a profit.

Mr. DoxNeLLY: That is not true in my district. We had men down there
collecting scrap and sending it to Vancouver where it was being sold and shipped
to Japan and when the rates went up they stopped. I am told by the department

ere that it cannot be shipped out and they are trying to make arrangements
With the railroad to get a cheaper rate so it can be shipped. They say at the
Present time there is not enough in the scrap to pay for the rate. The individual

shipper told me that himself. ' . .
Mr. Fraser: Doctor, that may be perfectly true in that place; but scrap is

Moving in large volume. : :
Mr. DonnELLY: Not scrap iron; perhaps certain other serap like aluminum
Or brass, but not serap iron.
Mr. Fraser: Scrap iron, yes, doctor, is moving to-day.
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Mr. Ross: The side of this question that Mr. Scully referred to does not
centre in western Canada alone. He is reviewing the eastern region and the

central. 3
Mr. Fraser: He may be. There did not seem to be the same problem in
the east. .

Mr. Ross: It exists all over. i

Mr. Fraser: The rate did not seem to be in the road because you see the %
market generally is east. Hamilton is a good case. The scrap collected at North
Bay, if the rate is the problem, is nothing in itself compared to the rate from i
Edmonton, because it is so much larger per ton. They have to overcome that.

Mr. Ross: We understand the war effort and the effect it has on people in
general in collecting this stuff and shipping it. They are giving their time and
attention in the collection of it, and I was wondering if Mr. Scully was going to Y
fit in all the regions. . |

Mr. Fraser: I have no doubt he will. It was not the thought of anybody
that if the price of serap was sufficient to pay all charges the larger rate would be
reduced to allow a profit for somebody. This was a voluntary effort by people
who did not require or did not ask for a profit. It was approached on that basis,
that if the price at destination was sufficient to provide the handling charges
and out-of-pocket costs and the rate that the situation was met. Now, it was
our opinion the last time we looked at it that that was the condition, and T still
think that it was a striking fact that for the same price at destination scrap can
be purchased at Edmonton by dealers and shipped to Sorel paying the rates.
It would look as though there was a profit somewhere in it in our judgment
to take care of out-of-pocket costs and reward the very fine enthusiasm of the
people who are doing it. If that is not so, it does, I agree, become a different
problem. :

Mr. Ross: I would not want the mills to state that they were short of
serap and to say that the reason was because of the freight rates, on any
condition.

Mr. NicuHoLsoN: In my constituency there is only one place with a
population of over 1,000. We have not got any scrap dealers or anyone with
any experience in sorting or handling this stuff. The people are very generous.
I have been reading instructions to the scrap dealers regarding the breaking up
of the serap and sorting it. We do not have people who know how it should
be placed on the market, and it is quite an eye-sore to have this accumulation
of serap, and perhaps you will agree that it is bad for the morale of the people t0
have this scrap contributed by people who feel that it is a necessary and useful
contribution and then to have it stay there for months without going any further-

Mr. Fraser: I suggest that it would seem arguable that if a dealer was
given that scrapsfor nothing, if there was any quantity of it, that he would
have no trouble in shipping now if he could actually buy it and pay cash
for it and ship it at present rates from Edmonton.

Mr. Vaveuan: I think the situation is entirely in the hands of the steel
controller. He fixes the price that serap is to be sold at at various places. The
price is fixed at the mills and after deducting our freight rates there must be
a substantial sum left for the shipper. ‘

Mr. Maysank: Mr. Vaughan, I suggest to you that there may be many
piles of scrap iron in places from where it would be false economy to ship-
I understand it is much more complicated than persons like myself might think-

Mr. Vavguan: T may say that the Department of National War Services
asked for the services of Mr. Keller, our general storekeeper in Winnipeg
make a complete survey, and I think he has completed that survey in the 1
west. I believe as a result of that survey the department has got all the mfor~ =
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mation it needs. I think it lies within Mr. Scully’s powers to take whatever

action is necessary to rectify any inequality so far as price is concerned.

. The Cmamman: T think, gentlemen, that we have had a pretty fair

discussion on this subject. We have not moved a single inch this afternoon.
Mr. Gray: We have had a very constructive afternoon.

Mr. Mayeank: We may have got a lot of new business for the Canadian
National Railways whether you know it or not. :

Mr. Jackman: I am concerned about one item we took up this morning
regarding the capital loss on the sale of the steamships Prince David and
Prince Robert. Since this morning T have had a chance to talk to the Minister
for Naval Services about the price the government paid the railway system
for those boats, and he tells me that in his opinion although there was some
bargain that the government paid a fair price. So this morning I
put forward two propositions, either one of which I thought must
fit the case, and now I must add a third to that: it is possible that the original
cost of those two ships was so high that notwithstanding what might be con-
sidered adequate depreciation at 3 per cent per year it was insufficient to
bring the capital cost down to what you would receive for them, for the two
ships, even in a favourable market; so I suppose that the cost of those boats
was very much higher than should have been the case. They must have been
bought at a time when prices were unusually high and stood on the books
of the system at an exceptionally high price. Is that the case?

Mr. Coorer: The boats were completed in 1930. I gave the cost this
morning at $4,329,000. Whether that was too much or not I could not say.

Mr. Jackman: Did those two boats ever earn any money?

Mr. Coorer: They were not profitable to the railway.

Mr. Jackman: They did not earn any money as far as you know. Had
you been using them in recent years?

Mr. CoorEr: Oh, yes, the Robert was in service more or less every summer
on the Pacific coast. The other had been tied up for two or three years.

Mr. Jackmax: The Robert had been in service during the summer months?v

Mr, Coorer: Yes, on cruising service on the Pacific coast.

Mr. JackmaN: And the other boat had been tied up. It is rather alarming
to find that we have one of the capital assets realizing so much less than it is
carried on the books at depreciated cost value when a favourable time for
disposition comes and a favourable market obtains for ships. It makes one
wonder just how much of the assets are rather spongy that way.

Mr. Cooper: Well, as far as we are concerned, the problem is not the
value of the assets, it is the amount of liability which we have to carry. That
is the problem: to meet the charges on the liabilities which are attached to
the railway today. What the value of the Canadian National Railways system
is T do not know and no one else does; it will depend upon how you measure
value, and value has a variety of definitions.

Mr. Jackman: It is difficult to be able to comprehend whether the
operations of the road are being carried on well in relation to the capital
value; whether a great many of the assets included in that capital value are
in at excessively high figures as these two boats apparently were.

Mr. Cooper: I do not think you could draw that conclusion from a
solitary instance of this sort.

Mr. Jackman: It is the only instance—

Mr. Cooper: It is a broad deduction to take.

Mr. JackmaN: It is the only instance where a capital asset has been
realized upon within the last twelve months, and with this coming to light
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it is rather alarming to think that those capital assets are, perhaps, worth so
much less than they are carried on the books of the company. What I should
like to get is an expression of opinion from someone in the management as
to whether or not the capital costs of the assets of the system are in their mind
reasonable. Are they useful, earning assets such as might be expected to give
a return? I realize, of course, that if you get enough traffic all problems are
solved; on the other hand I think in a case like the steamships the depreciated
cost was in excess of what you could ever expeet from them unless you had
them for years.

Mr. McCurroca: We are not making any progress.

The CuARMAN: Yes, we passed this long ago.

Mr. JackmaN: I wanted to get a little light on these things, and as things
develop we ask for light.

The CuamMmAN: We debated that matter for half an hour this morning
and finally adopted it. Now, we are at page 20, “funded debt, principal and
interest”.

Mr. JackmAN: Is this the place you were going to tell me about those
equipment trust certificates?—the $9,000,000.

Mr. Coorer: No, sir. I suggest you wait until the budget comes up. Not
that I am trying to postpone it, but let us get things in their proper place.

The Cuamman: Shall this subject carry?

(Carried)

The CuHAIRMAN: Page 21 “investments in affiliated companies”.

Mr. EmmersoN: What is this Toronto Terminal Railway Company?

Mr. Coorer: The Toronto Terminal Railway Company is a company owned
jointly by the Canadian National and the Canadian Pacific, and it owns the
passenger station at Toronto.

Mr. Emmerson: That is just a nominal value put on there; that does not
represent, anything of the value of the assets of that company, does it?

Mr. Coorer: No, this amount of stock is issued to provide the company
with working capital. The investment in railway facilities was covered by an
issue of Toronto Terminal Railway bonds. They financed the construction of
the property by an issue of bonds. They provided themselves with working
capital by an issue of capital stock. That is why the amount is relatively small.

Mr. EMmMmERsON: Is that the -union station? .

Mr. CooprEer: Yes.

Mr. EmMEersoN: Could you tell me the cost of that terminal?

Mr. Cooper: It was around $26,000,000. I have not the exact figure here,
but it was around that amount.

Mr. Emmerson: That would be about $3,000,000 less than the cost of the
Montreal terminals—the estimated cost?

Mr. ArmstroNG: That is the expenditure by the Toronto Terminal Railway
Company, roughly $26 million; that does not take into consideration the full
amount spent on the Toronto viaduet which included the grade separation and
the station, a total cost of $40 million—slightly over $40 million

Mr. Emmerson: Forty million dollars was expended in Toronto as against
$29 or $30 million required to be spent in Montreal?

.. Mr. ‘ArmsTroNG: Yes, that is correct; this is the expenditure on both
railways; the other is an expenditure on one railway, of course.

The CHAmMAN: Any further discussion?

Mr. Haxson: There is that item Vancouver Hotel Company Iimited

b $150,000 and $75,000. Would you explain that.
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Mr. Cooper: That again is the issue of capital stock by the Vancouver
Hotel Company to provide itself with working capital. The Vancouver Hotel
Company is a company owned jointly by the Canadian National and the
Canadian Pacific; they each hold 50 per cent interest. The building itself is
owned by the Canadian National Railways, and the Hotel Company is simply
the operating company. The Canadian National have the lease.

The Cuammax: “Major Contingent Liabilities”. Do you wish to make
any statement with regard to those liabilities Mr. Armstrong?

Mr. ArmstroNG: I do not think so, sir.

_Mr. Hanson: There is one thing about this contingent liability which I
wish to say. This committee has had before it for the last ten years the

- suggestion that the railway company and the government should try to

liquidate those perpetual bonds. Has anything been done on that this last
year? I think we were told that they would try to do something. Has
anything been done in the way of a reduction?
~ Mr. Cooper: The Grand Trunk 4’s, $119 million, that is the biggest. The
1ssue was made the subject of a vesting order by the U.K. Treasury, and has
been taken up with the exception of a small amount which is not held in the
U.K. or is not subject to the vesting of it. So far no action has been taken
with respect to the other issues.

Mr. Hanson: That one issue has been taken up this last year.

Mr. Coorer: Since October—a matter of 224 million pounds.

The CuARMAN: Page 22 “schedule of companies comprising the Canadian
National Railway system.”

(Carried).

Page 23. That is a continuation of the same thing.

(Carried).

Page 24. “Statement of Revenue Tonnage by Commodities for Years
1940-1939”. ; .

Mr, NicHorsoN: In connection with this item on wheat, what is to be
the picture for 1941?

Mr. Hu~ncerrorD: That is too obscure.

The Cmamrman: That is counting your chickens before they are hatched.

Mr. NicuoLson: In view of the fact that there would be a traffic reduction
in the amount of wheat accepted by the wheat board I thought you might have
some idea of what effect that might have on your veolume.

Mr. HungerrorD: 1 think it is all conjectural; there is no basis on which
you can give any reasonable estimate.

(Carried).

The CuamrMAN: Page 25 “revenue tonnage by commodities continued.”

(Carried).

Page 26, “Details of railway equipment.” ‘

Mr. Hanson: Have you been handicapped since the outbreak of war by
any shortage of equipment because of the war?

Mr. ArmstrONG: There is no shortage of equipment yet.

Mr. McCurrocu: Are there to be any other cars supplied this year in
addition to the amount you gave me thi§ morning?

Mr. ArMsTRONG: These are shown as supplied in 1940.

Mr. McCurrocu: To be supplied in 1941?

Mr. ArmstrRoNG: The budget for 1941 includes certain equipment. The
Minister suggested this morning that equipment be dealt with when the 1941

budget is considered.
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The CualrMAN: Is' there any further discussion with regard to this page?

Items agreed to.

The CuArRMAN: Page 27, “Statistics of rail line operation.”

Mr. Jackman: After all, these statistics obviously cannot mean very much
to us unless we can make a check study of them. I presume they are prepared
by the management for some reason. An occasional comment might be useful
to us. They are not just prepared for nothing. Would someone in the manage-
ment not care to draw attention to an occasional item that is of some
consequence ?

Mr. ArMmstrONG: Mr. Hungerford 1s his statement called attention to
several figures which summarized particularly the freight operation. The
figures that you see here are the basic figures.

Mr. Jackman: We find in Mr. Hungerford’s statement all these things
that we want high-lighted.

Mr. ArmstroNG: I would say those would be the high-lights, for 1940.

The Cuamrman: Carried?

Items agreed to.

The CuamrMan: Page 28, “Employees and their compensation.”

Mr. Hanson: I should like to ask a question with regard to the average
mileage of road operated and cost of operation. How does it compare with
the American roads in similar situations? How does your percentage cost
compare in operating expenses with the American roads?

Mr. ArMsTRONG: Per mile, sir?

Mr. Hanson: Yes.

Mr. ArmsTRONG: It would depend entirely upon the volume of traffic. The
American roads on the average have a much heavier density of traffic than
we have. Therefore their operating expenses per mile of road would be sub-
stantially greater than ours.

Mr. Hanson: Greater?

Mr. Hanson: For some years we had an analysis of the tonnage and
the average. :

Mr. Hansons For some years we have had an analysis of the tonnage and
so forth, Have you that now?

Mr. ArmsTtrONG: We have not made such an analysis for 1940, but we
can very easily do so, similar to the figures which we filed a few years ago.

Mr. Hansonx: I think that would be very useful information to the
committee.

The CmamMman: ‘“Employees and their compensation.”

Mr. Nicaorson: Before you go on with that I should like to mention this:
I inquired yesterday about the revenue losses in different operations of the
system. I did not get that information. Have you any idea as to where your
best paying districts are?

Mr. ArmsTtrONG: Very much so.

Mr. Nicuorson: How about this item of freight revenue? Can you
give me any information as to different distriets or divisions where you are
making the most money? 3

Mr. ArmstrONG: Well, some two or three years ago there was filed at the
Senate inquiry on railways in Canada, a map which indicated where the
paying lines of the Canadian National were. It was requested, 1 think, by
- the chairman of the committee. It was admittedly an arbitrary division
of the revenues and an arbitrary division of the expenses, but it did bring
out the lines which were paying all their charges including interest, or that
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they had paid only their operating expenses, or even'did not pay their operating
expenses. I could give you a copy of that in a small form. The lines are
shown in three different colours demonstrating the three different categories
of the various lines.

Mr. NicroLson: That was prepared three years ago.

Mr. ArmsTrONG: That was in the year 1938.

Mr. NicHoLsoN: You did not try to bring that sort of thing up to to-day?

Mr. ArmstroNG: No. We know, for instance on which line the greatest
density of traffic occurs. That is calculated every year particularly for design-
ing our maintenance program to know what traffic there is over each
subdivision. The engineers use that in arriving at what the expenses should
be on the various lines on which there is varying traffic density; but we do
not go into the question of allocating revenue and expenses to each individual
section of the line. It must be done arbitrarily anyway.

Mr. NicuorsoN: You do not do anything like that to show where your
bright spots are or where your black spots are in the system?

Mr. ArmstrOoNG: Not by lines. As I said previously, we have certain
figures on the actual expenses of each region, but that is not really a good
test of the region, because, for example on the Atlantic region, the cars which
are repaired at Moncton may move over all other parts of the system. The
expenses may be in one place, at one location, and the actual use in another.
So you must use an arbitrary division in getting the expenses divided
geographically. It is a very difficult problem and one that can only be
arbitrary.

Mr. Haxson: I think Mr. Armstrong is looking for some information.

Mr. ArmsTrONG: We had some figures taken up here, Mr. Hanson, showing
a comparison of certain units and operating performance of the Canadian
National with class 1 U.S. roads. These were the average of class 1 U.S. roads
for the year 1940 and for one purpose we compared it with the year 1923 to
see what improvement had been made by the Canadian National system as
compared with what improvement had been made by the class 1 U.S. roads.
The tabulation shows that in some units we have improved less than the
class 1 roads; in other, units we have improved more. I think the judgment
you would get from reading this is that the improvement is pretty elose to
50-50. They are all statistical technical averages such, for instance, as this:
the gross ton miles per train hour. We show an improvement of 76 per cent;
class 1 roads show 101 per cent over that particular period. There are others
here: car miles per car day. We show an impovement of 50-8 per cent
averaged over a 17-year period. The class 1 roads are a little less than 26
per cent. I do not know whether that answers your question or not. I have
not got the C.P.R. percentages of these particular costs here. We have com-

pared ourselves with the class 1 U.S. roads because our accounting is largely

on the same basis as class 1 U.S. roads.

Mr. NicmorsoN: What information have you in connection with the
revenue and expenses in connection with operating oil- gas-electric trains?

Mr. ArMsTRONG: We have the expenses worked out as to the revenue, but
I do not think we have them tabulated. The only answer that we can give
there is this: We know that in certain cases gasoline-electric cars can be
operated much more cheaply than some other services and will fit in very well
with the requirement, and that is the reason they have been put on. In some
cases there is sufficient revenue to pay expenses; in other cases there is not.
Some of these light traffic lines where we use these gas cars come under the
category that was previously mentioned, the lines which are operated in the
public interest but in which there is a loss even on operation.

N 4
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Mr. NicrousoN: You have not been purchasing many of these recently,
have you?

Mr. ArmsTRONG: No, I do not think we have had any gas-electric cars for
several years.

Item agreed to.

The Caamman: “Distribution of the dollar.” Do you want to study that
on page 28?

Mr. Emerson: I should like to ask another question with regard to the
density of traffic. Do you tabulate from year to year the changes in density
of traffic in different sections? For instance, a certain section may have a
maximum density as compared with other sections on the system. What
section of the road had the greatest density in 19407

Mr. ArmstrOoNG: I would say the Toronto-Hamilton or the Hamilton-
London would have the greatest traffic density. I am speaking of freight there,
of course, and in that case passengers too.

The Cramman: “Distribution of the dollar.”” Do you want to study that?

Mr. NicuoLsonN: I notice in connection with the first item that labour is
getting a smaller percentage of the dollar in 1940 than it got in 1939. Would
that be used by the unions with a view to getting an increase in pay? Would
this be used as an argument for an increase in pay?

Mr. ArmsTRONG: I do not know if they would use it, but if they did use
it I do not know that it would stand up very well.

Mr. NicHoLson: What would be the reason against it?

Mr. ArmsTrONG: To a statistical average such as that, I do not know.
You would probably find an answer to it. :

Item agreed to.

The Cuamrman: Page 29, “Operated mileage, December 31, 1940.” Is
there any discussion on that?

Mr. Hazen: What tracks are under lease in the Atlantic region? I notice
one here 6-41 miles. Is that rented from somebody?

Mr. ArmsTrONG: It is the Acadia Coal Company.

Mr. Hazen: Where is that?

Mr. ArmsTrONG: It is at Stellarton.

Mr. Hazen: The Acadia Coal Company own that line?

Mr. Huxcerrorp: I think it is the so-called Vale Railway.

Mr. Hazen: What do you call it?

Mr. Huxcerrorp: The Thorburn branch down near New Glasgow.

Mr. Hazen: Do you rent that from somebody?

Mr. HunNGerForD: Yes.

Mr. Hazen: How do you fix your rent for it? How is that worked out?

~ What rent do you pay? :

Mr. HuNcerrorp: We pay a flat rate per year, $1,200.

Mr. Hazen: Take the Central Vermont line. What do you pay for that
a year? What do you pay for that 125 miles of track?

Mr. Coorer: $222,000.

Mr. Hazen: A year?

Mr. Cooper: Yes.

Mr. NICHOL§0N: In connection with the lines in the United States, has there
been a decrease in revenue since the war?

Mr. ArmsTroNG: No, there has been an increase.

e
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The CuamrMaN: Is page 29 carried?

Mr. NicHouson: What is the picture in connection with the business on
the American line?

Mr. ArmsTrONG: It is increasingly improving.

Mr. Cooper: It had an increase in traffic last year of 14-5 per cent.

Mr. Hazen: Between what points does the Central Vermont line run?

Mr. ArmstrONG: It runs really from Montreal, a part from Montreal to
New London with a few branches. The actual line comes in at St. Johns where
they meet the Canadian National and at the other end they go down as far
as White River junction where they then have running rights over B. & M.
again and on their own line into New London after that.

Page 29 agreed to.

Mr. McCurrocu: I move the adoption of this report.

The CuamrMAN: Mr. McCulloch moves that the report be adopted.

Motion agreed to.

The CHAmrMAN: Now, gentlemen, before we go any further we will have
to decide on a question that comes up right here. We of the Liberal party
have a caucus to-morrow morning and cannot have this room. Probably we
cannot go anywhere else. We might overcome that difficulty partially by
meeting to-night.

Mr. Nicaorson: Would there be another room some place else?

The CuarMAN: We might find another room, but we have a caucus. We
can’t have both a meeting and a caucus at the same time.

Mr. JackMmAN: There is also a limit to physical endurance. Personally I
am very much against meeting to-night unless there are very, very compelling
reasons why we should. It is very trying to sit in this hot room all day and
at night, and I am very tired now because of the humid atmosphere.

The CaamrMAN: If the committee is not desirous of sitting to-night then we
will abandon the idea.

Mr. NicuoLsoN: Agreed to.

The Cuamrman: All right, now that is carried. The next report is that of
the Canadian National Securities Trust.

Mr. Hu~ceErrForp: I will ask Mr. Maclennan, the chief treasury officer of
the department, to read it.

Mr. MACLENNAN:

THE CANADIAN NATIONAL RAILWAYS
SECURITIES TRUST

Orrawa, March 19th, 1941.
The Honourable P. J. A. CarmiN, M.P,,
Minister of Transport,
OTTAWA.

Sir,—In conformity with Section 23 of The Canadian National Railways.
Capital Revision Act, 1937, the Trustees submit the following report of the
transactions of the Canadian National Railways Securities Trust for the calendar

ear 1940.
g The initial stated value of the Capital Stock of the Securities Trust has
been increased during the year by $1,694,179.20, this being the amount by which
capital gain exceeded the capital losses during the year. . 4

The items of capital losses during 1940 in respect of which His Majesty has
not made cash reimbursement to the Railway, and the item of capital gain
which has been accounted for by the Railway through the Proprietor’s Equity
Account, are shown hereunder:
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ABANDONMENTS, DISMANTLEMENTS, ETC.

B¢ Manting Braneh: 55y i e bviss Sl T ik 28:-75 Miles $ 355,420 90
Fortierville to St. Gregoire ..........ccccvevuvs. Pl s Ry 584,856 30
3100 be BB (FCE. o n i s dah ey o wiai S o 2460 825,846 87
Two Rivers-Cache Lake . o 160,971 05
Oshawa Electric Railway i 161,016 45
Alvinston to Kingscourt g . - 123,098 14
AR G TR SRt Wi o SR B8 e 0 fe g . ' 123,139 85
Total abandonments, dismantlements, ete.......cocuvieonin... $2,334,349 56
Capital loss (execlusive of loss applicable to expired service life)
on sale of S.S. Prince David and Prince Robert.............. 1,474,971 24
Capital gain on redemption of £22,500,000 G.T.R. 4% Perp.
Debenture Stock acquired under order of H.M. Treasury of
the United Kingdom dated 26th October, 1940, and Dominion
of Canada P.C. 6002 dated 25th October, 1940.............. 5,503,500 00
TREL T eapibal RN e, a D sy o B, b S il Ay $1,694,179 20

With regard to the capital gain, the outstanding funded debt of the Cana-
dian National Railway Company has included £24,624455 of 4% Perpetual
Consolidated  Debenture Stock issued by the former Grand Trunk Railway
Company of Canada, payment of the interest on which was guaranteed by the
Dominion pursuant to the provisions of The Grand Trunk Railway Acquisition
Act, 1919. Under an Order dated 26th October, 1940, made by H.M. Treasury
of the United Kingdom, such portion of the said Debenture Stock as was held
by residents in the United Kingdom was transferred to the Treasury. The
vesting price was £103.17.4 per £100 stock surrendered, payable 26th November,
1940, plus £0.7.1 accrued interest. The vesting order was made upon the
condition that the Canadian National Railway Company would purchase the
stock from the Treasury at the vesting price. By Order in Council P.C. 6002
dated 25th October, 1940, made under and by virtue of the Canadian National
Railways Financing and Guarantee Act, 1940, and the War Measures Act, the
Railway Company was authorized to purchase the securities and the Minister
of Finance was authorized to make loans to the Company for the purpose, such
loans to bear interest at the rate of 33% per annum, to be repayable on demand,
and secured by promissory notes and the said securities so purchased.

At the date of closing the 1940 accounts of the Railway Company the
amount of securities held by residents of the United Kingdom had not been
definitely determined, so the accounts have been closed on the basis that a total
of £22,500,000 will be redeemed and any necessary adjustment will be entered
in the Company’s accounts for the year 1941. The redemption of this amount
at the prevailing sterling exchange rate effects a reduction in the outstanding
debt of the railway of $5,503,500. This has been accounted for as a capital
gain through the Proprietor’s Equity Account.

There were no transactions during the year affecting the collateral securities
held by the Securities Trust.

The Trustees present herewith the Balance Sheet of the Securities Trust
as at 31st December, 1940.

For the Trustees,

W. C. CLARK,
Chairman.

Mr, Chairman, the next two pages deal with the balance sheet and so forth.
Do you want me to read that?

Mr. Jackman: Take it as read.
The CuAaRMAN:  All right.
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Claims for Principal of Loans—
Canadian Northern Railway..
Grand Trunk Railway.......
Grand Trunk Pacific Railway
(Canadian National Railway

ComPany .. = v dsins adbise.s

Claims for Interest on Loans—
Canadian Northern Railway.
Grand Trunk Railway.......
Grand Trunk Pacific Railway
(Canadian National Railway

COMPURT o\ o 5 nirsis il s ot

Collateral Securities—

THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST
BALANCE SHEET AT 31sT DECEMBER, 1940

ASSETS

$ 312,334,805 10
118,582,182 33
116,006,599 08

96,936,971 75

$ 309,702,897 65
103,250,802 95
107,326,622 84

..... 54,501,313 57

AR per Sehadmle AT cadiis o ohsis s vhomn soms rad

$ 643,860,558 26

574,781,637 01

$1,218,642,195 27

e

CERTIFICATE

LIABILITIES

Capital Stock Owned by His Majesty—
5,000,000 shares of no par value
capital stock, having an initial

StHEBA- - VRINELDE L . oL o e e e $ 270,037,437 88

Less: Capital net losses of the
National Railway System sub-
sequent to 1st January, 1937—
not reimbursed by His Majesty:—

To 31st December,

1980w .oiichin s $6 025,011 46
Year 1940 (Gain) 1,694,179 20

Amount by which the book value of
claims and interest thereon—per
contra—exceeds the book value of

the capital stock as shown above....................

4,330,832 26

T. H. COOPER,

OF AUDITORS

Comptroller.

¥
- it

$ 265,706,605 62

952,935,589 65
$1,218,642,195 27

e —

We have examined the books and records of The Canadian National Railways Securities Trust for the year ended the 31st

December, 1940,

There have been produced for our inspection the Notes and Other Evidences of Indebtedness, the Collateral Securities and the
Certificate of the Special Depositary, as set out in Schedule A.1 attached hereto.
We certify that, in our opinion, the above Balance Sheet is properly drawn up so as to exhibit a true and correct view of the
accounts of the Trust as at the 31st December, 1940, in accordance with the provisions of The Canadian National Railways Capital

Revision Act, 1937.

18th March, 1941,

GEORGE A. TOUCHE & CO.,
Chartered Accountants.
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THE CANADIAN NATIONAL RATLWAYS SECURITIES TRUST

SUMMARY OF INDEBTEDNESS TRANSFERRED FROM THE GOVERNMENT TO THE SECURITIES TRUST

Loans Outstanding
CANADIAN NORTHERN RAILWAY—

SR 2Sionn Chanter B ALY Lo L Lo s s $ 2,396,099 68
4% Loansy OHapter 208 AT . o0, ol vt Uil vaes nes ,294,000 02
BB oans ChabieREr IDLE. - J i L v e s i 10,000,000 00
Qi hioan, SORADEAI S0 TOT G . . o T s s sred 8mA 15,000,000 00
Temporary Loan, - TOLB M eDaId i« o citine s voinsvisiatanais K g Pt e
{1 R 107 I e 7o s ) 0 R E e e L S 25,000,000 00
*6% Loan, Vote 110, 1918 25.000,000 00
*6% Loan, Vote 108, 1919 35,000,000 00
*6 % ‘Loan, Vote 127, 1920 48,611,077 00
*67 Loan, Vote 126, 1921.. 44,419,806 42
*6% Loan, Vote 136, 1922 42.800,000 00
6% Loan, War Measures o 1 1 R I o P B 1,887,821 16
*6% Equipment Loan, Chapter 38, 1918............... 56,926,000 82

Indebtoduess refunded by Government under Chapter
LIRS s 3y Oy e 1 O s et b T B s Tk i S e S S 9
EM Ot gage covering 10ADE abOVE, ¢ 0. it aa e iy S ke ae e
Total Canadian Northern........:. . .5 ux $312,334,805 10

GRAND TRUNK RAILWAY—

B Laoan, - vobe S185 8200 L anlimnoieai oo aea et i n $ 25,000,000 00
el 5 R R e o BN U A e R S i 55,293,435 18
O aloan, TV e FLae EARD it o Rt s s e v v 23,288,747 15

4% Loan to G.T. Pacific Chapter 23, 1913, guaranteed
CRANG bt o S e e BN R SRR S e 15,000,000 00

Temporary Loans, repaid throu[i,h subsequent issues of
guaranteed securities and loans.............o0v0 0 ceiiinienn
et G oand: TN R it n e o st s $118,582,182 33

GRAND TRUNK PACIFIC RATLWAY—

3% BdndgnChapteat’ 38 013, 1055 i viiedas ey wns s $ 33,048,000 00
84T Toany.Chapter Ai=T0X8 .. 5 oo i Cae s e 6,000,000 00
87 Bona Vate i dbl, 1018, 0t Ao 5 St ahia dasls S wias o 7,081,783 45
G Enanv.Vote ddde 191 75 v o i d s ol AN s sk o sl 5,038,053 72
AR ST R TR B U ) TR RS A, D R A 7,471,399 93
Receiver's Advances, P.C. 635, March 26, 5 3 e 45,764,162 35
Interest Guaranteed by Dominion ................... 8,704,662 65

Interest Guaranteed by Provinces of Alberta and
L AN ES Ty e e B e S e 2,898,536 98
Agreement with Government under Chapter 71, 1903..  ..........
Fobtal-Grand Trink Paeific, . .comh it ticen. s $116,006,599 08

,_.

{

D U

SCHEDULE A. 1 °

*Notes and Collateral Held
None. Charge is on premises mortgaged Oct. 4, 1911.

None
None.
Mortgages dated June 23, 1916.
8% DO B N 684 4 a s T e A s v N e e At s i $ 497,566 80
SRR RETTRY, O P Y e R e N R Oy STt 33,012,414 32
6% Demand N 27,203,003 65
6% Demand 40,031,122 27
6% Demand 2 53,008,779 65
67 Demand 50,259,312 47
6% Demand N 46,691,634 60
6% Demand 5,700,000 00
47 Debenture Stock 1,975,866 00
34% and 4%% Debenthre Stocks8. .. cv.iteiriinesinesers 7,139,399 00
T 1R R SR S S e 56,858,496 44
Miscellaneous Bonds and Debentures.................... 24,573,539 90
Miscellaneous Bonds and Debentures.................... 368, 00
Miscellaneous Bonds and Debentures.................... 20,721,191 12
Mortgage dated November 16, 1917.
e D ot N 5 v bos ey S5 AGN 5 50 ooy AT T Lo B4 A B $ 25,479,226 97
B Detiaht - IRNOBRR S o b it s s its n e Rt e e s s 3 % s 56,646,816 12
4% Q. T, Pacific Mortgage Bonda. ... :.vvivess snngrvsoss 10,000,000 00
L T T R o AP TR S o O o o DR 23,288,747 15
T T R S P ek oS P R et R 15,000,000 00
BTG P I SIDNIMPOR . - 5 idis thie o s Fan s P ar A Te ek & v e 15,000,000 00
B T L Lo e N S S B e 60,801,700 00
6% 2nd Mortgage Equipment Bonds.................... . 1,693,113 33
B¢ lnt "MoRtuagh BondBy Y, oty s i slys ¢ ey o os 6 eh o $ 33,048,000 00
4= Bhapling BonHE L, 5 S8 e o he @ e o S ehona o - aetd o sals A0S 7,499,952 00

Mortgage, June 28, 1916
Mortgage, Oct. 18, 1917
Mortgage, Oct. 18, 1917..

Rece1ver’ R Cenbifioaten sl v Yetivs fooais s diives 53,339,162 74
Cremation Certificates, coupons destroyed. ............... 8, 698 170 42
Cremation Certificates, coupons destroyed................ 2,925,723 88

Grand Trunk Pacifiec Development Company Capital Stock 2,999,000 00
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ScHEDULE A. 1—Concluded

THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST

SUMMARY OF INDEBTEDNESS TRANSFERRED FROM THE (GGOVERNMENT TO THE SECURITIES TRUST

Loans Outstanding

CANADIAN NATIONAL RAILWAY COMPANY—

8" % Eionn, Vot 33BABIR.  hsriian U Ca s o il $ 24,550,000 00
8. % Faan,. Vobe 187 00 2 P iR ol vy Cilivy « ieviih 10,000,000 00
B %% 0, NOEE ST IOMOL S0 5 o5k wute 425 sum/alb T ot nats 10,000,000 00
SR AR P T s R L S ot 10,000,000 00
5% Bodn s Vote B30 0 e R e vk i 2,932,652 91
5 % and 53% Loans, Chapter 22, 1931........%...5... 29,910,400 85
51% Laans, TRaptar B b8 cr s ol Ny e s g lia s 11,210,815 56
Tenyposary 1oan 1030, PEPaidis. o =i i «oe arge v sleabair T E=E o og )
Temporary EontiJ1980; Fepaide' i vl v 0« vt a e 1 oints st Ay st sip g
Less: adjustment authorized.......... e R 1,666,897 57

Total Canadian National Rly. Co. ....ov..ovnunn $ 96,936,971 75

Total' Loans.....w..... R T e R P e $643,860,558 26

\

[

{
{

* Notes and Collateral Held

6% Canadian Northern Demand Note...................
P Recarver's Cerbifiehtent!. .ty . i'viah s s i iy i bty s
G TI P2 Pt oRt T C ORI L o N bl el G a Sl O EUERE 5

Q

5% Canadian Northern Demand Note...................
F. 1P Receiver st Cartificaton, st i 1 Sevis e oibies s B v hoile
Cr s Bhoint e gest (O olpaTIRE 0 ORMENR . s Ao o v b S o

5% Canadian Northern Demand Note...................
G.T.P. Receiver’s Certificates—Cr. .. i viuiiiiervinanss
(€88 151 St 005 T AR G o3 et OB T A RS SRy G DT

5% Canadian Northern Demand Note..........coveei...
G.T.P. Receiver’s Certificates—Cr. ... ivivviiniine
P, et esl (COUDONS: s s v otaa s B o iale ciale. ¢ds sae

5 9% Can. National Rly. Co. Demand Note. ..............
5 % and 5}% Can. Nat. Rly. Co. Demand Notes.........
5319% Can. National Rly. Co. Demand Notes..............
166,877-6376 shares of Capital Stock of Grand Trunk

Wertorit R allBeaat oy o g0 L A e R it e b7 oo h o s s
5% 1st and General Mtge. Temporary Gold Bonds of

Central Vermont Railway; \Inc. ;.. conivoiivens s

$ 12,655,019
3,313,530
1,925,706

1,318,315
4,691,173
1,925,706

9,496,718
1,422,425
1.925,706
9,062,624
364,898
1,925,706
2,032,652
29,910,400
11,210.815
4,171,940

8,609,000

;’The Notes and Other Evidences of Indebtedness and the Collateral Securities are all held for safekeeping in the Vaults of the

Department of Finance, Ottawa, excepting Grand

d Trunk Pacific Railway 3% 1st Mortgage Bonds in the amount of £5,307.000

($25,792,020) which are held for safekeeping by the Bank of Montreal, London, England, as evidenced by the certificate of that

depositary.

o

57
01
96

86
58
96
21
17
96

30
78
96

91
85
56
94
00
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The CralrMAN: Do you want to consider it?

Mr. Jackman: You will have to excuse my ignorance on these matters but
I should like to know what the Canadian National Trust is. What is the
purpose of the formation and what function does it perform?

Mr. Coorer: With regard to the Securities Trust, may I read a note which
I have here? This question was asked last year and I made an effort to explain.

Mr. JackmaN: I came in at the middle of the committee last year.

Mr. Cooprer: I thought perhaps if I prepared a memorandum it would be
more explanatory than any extemporaneous remarks I could make.

The Securities Trust is a corporation created under section 12 of the Canadian
National Railways Capital Revision Act, 1937. Its outstanding capital stock
consisting of five million shares of no par value was all issued to the Minister
of Finance to be held on behalf of His Majesty. The trustees are the Deputy
Minister of Finance, the Deputy Minister of Justice, the Deputy Minister of
Transport, the president of the Canadian National Railways, and the vice-
president of finance, Canadian National Railways.

The trusteeship was arranged to take over from the dominion government
the obligations of the various railway companies (the Grand Trunk, Canadian
Northern, Grand Trunk Pacific) forming the Canadian National Railway
system for loans, advances and acerued interest made by the government to
the railway eompanies mentioned. That is, the railway companies are now
obligated to the Securities Trust in the same way and to the same extent as
they previously were obligated to the government.

The purpose of this arrangement was to permit the elimination from the
railway balance sheet of liabilities to the government for amounts advanced
for deficits and acerued interest but at the same time to continue such liabilities
on an inter-system basis in favour of the trust as against the railway companies
in order not to improve the position of certain securities which ranked pari-
passu with or junior to the government’s claims. The removal of such liabilities

from the railway balance sheet was a sound proceeding in itself but it had the .

highly desirable effect of eliminating a serious duplication of liabilities when
those of the railway system were added to the publie debt of Canada.

Such loans from the government as had been used for capital expenditures
or debt redemption amounting to some $270 millions were capitalized through
the medium of the capital stock of the Securities Trust and continued in the
railway balance sheet as part of the “Proprietor’s equity account” which is
equivalent to the share capital account. Capital gains or losses by the railway
subsequent to the initial determination of value of the capital shares of the
trust are excluded from the annual deficit of the railway (met by an appropria-
tion of parliament) and are dealt with as increasing or reducing the value of
the shares in the balance sheets of the railway and of the trust.

Mr. Jackman: It is a financial clearing aceount between the government
and the railway system.

Mr. Coorer: Yes, we interjected this trusteeship, the trustee being a cor-
poration comprised in the national system, so that the liabilities of the consti-
tuent corporations should be to a system corporation rather than to the
government itself without relieving the debtor corporations of their liability.

Mr. Jackman: The Canadian National Railways Securities Trust does not
appear on the balance sheet.

_ Mr. Cooper: The share capital of the trust is included in the capital
liabilities of the system.

Mr. Jackman: Yes, I see it.

. Mr. Cooper: Under the heading of “Proprietor’s equity account”, the second
item in that group.

BNt SOV
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Mr. JackMmAaN: Yes, I see it.
Mr. Cooper: It represents the five million shares.
Mr. JackmAN: Yes.

Mr. Cooper: As the railway makes gains or losses on capital account as
distinet from operating losses the value of the shares of the trust increases or
diminishes and we make the correction accordingly. The committee if I may
say so, has already approved of the railway balance sheet and of the items
which brought about the change in the value of the shares during the year. All
you do when you look at the balance sheet of the trust is to see the other side of
the picture; there is not any difference.

Mr. JackmaN: I shall have to study it some time.

The CrAlRMAN: Is there any discussion of this report?

Mr. Hanson: I move that the report be adopted.

The CuamMman: It is moved that the annual report of the Canadian
National Railways Securities Trust be adopted.

(Carried.)

There is hardly time now to start on a new report, so if it is the wish of the
committee we will meet to-morrow afternoon at 3.30.

The committee adjourned to meet Thursday, May 22, at 3.30 p.m.
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At 6 o’clock p.m., on motion of Mr. Donnelly, the Committee adjourned to
meet again at 8.30 o’clock p.m., this day.

The Committee met in camera at 8.30 o’clock p.m., the Chairman, Mr. J. P.
Howden, presiding.

Members present: Messrs. Donnelly, Hanson (Skeena), Howden, Jackman,
MecCulloch, Maybank, Nicholson, Pouliot, Sanderson, Sissons.

The Committee discussed the question of the Report to the House in the
light of the evidence adduced in the course of the previous sittings.

On motion of Mr. Hanson (Skeena), it was unanimously agreed that the
Chairman be empowered to appoint a subcommittee of five members including
himself and that such subcommittee be charged with the work of drafting a
Report to the House and submit same to the Committee for consideration and

adoption.
A vote of thanks to the Chairman was proposed by Mr. Pouliot.

At 9.10 o’clock p.m., the Committee adjourned to meet again at the call
of the Chair.

ANTOINE CHASSE,
Clerk of the Commattee.
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MINUTES OF PROCEEDINGS

THurspAY, May 22, 1941.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government, met this day at 3.30 p.m., Mr. J. P. Howden,
the Chairman, presiding.

Members present: Messrs. Donnelly, Emmerson, Gray, Hanson (Skeena),
Harris (Danforth), Hazen, Howden, Jackman, MecCulloch, Maybank, Pouliot,
Ross (Middlesex East), Sanderson, Sissons.

In attendance: Mr. S. J. Hungerford, President and the following General
Officers of the Canadian National Railways System: Mr. R. C. Vaughan, Vice-
President; Mr. Allistair Fraser, Vice-President in charge of Traffic; Mr. T. H.
Cooper, Comptroller; Mr. W. M. Armstrong, Assistant Chief of Research and
Development; Mr. W. 8. Thompson, Director of Publicity. Mr. O. A. Matthews,
Iéepresenting A. Touche & Co., Auditors of the Canadian National Railways

ystem.

The Committee proceeded to the study of the Auditors’ Report by George
A. Touche & Co., Auditors of the accounts of the Canadian National Railways
System for the year ended 31st December, 1940.

Mr. O. A. Matthews was requested by the Chairman to present the report
and during the discussion which followed the witness was assisted by Mr.
T. H. Cooper, the Comptroller. '

(At 4.10 o’clock p.m., the sitting was suspended in order to allow the
members to attend in the House for a Division. At 4.35 o’clock p.m., the
proceedings were resumed.) ;

On motion of Mr. McCulloch, it was agreed to adopt the report of the
Auditors. ;

The Committee afterwards took into consideration the 1941 Budget of the
Canadian National Railways and Canadian National Steamships.

Mr. Hungerford requested Mr. Armstrong to read the various items of the
Budget, the former replying to a number of questions relating thereto.

Concurrently, the foilowing items of the Estimates for 1941-42 were con-
sidered by the Committee:— X
Vote 403—Maritime Freight Rates Act—Canadian National
Railways, Eastern Lines.. .. .. «. .. o0 o0 0 o0 .. ..$3,350,000 00
Vote 404—Maritime Freight Rates Act—Railways other than

Canadian National Railways.. .. .. .. .. .. ... 900,000 00
Vote 417—Prince Edward Island Car Ferry and Terminals
TeRBROY, ST e Gl A St sl B B S 0000050

On motion of Mr. McCulloch, it was agreed to adopt the Budget and the

three Ttems of the Estimates 1941-42. 3

The Chairman expressed his thanks to each and all of the officials attending
before the Committee for their kind and courteous answers to the many enquiries

from the members.
2727913
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House or ComMmons, Room 277,
May 22, 1941.

The Standing Committee on Railways and Shipping met at 3.30 p.m. The
Chairman, Mr. J. P. Howden, presided. :

The CrammaN: Order, gentlemen, we still have to consider the auditor’s
report on the budget. It is thought to be a good plan to go ahead with the
audltgr’s report now and I think we might call on Mr. Matthews to read his
report.

Mr. O. A. MarraEws (George A. Touche & Co., Chartered Accountants).

18th March, 1941.

The Honourable The Minister of Transport,
Ottawa, Canada.

Sir,—Acting under authority of Sections 13 and 15 of The Canadian
National-Canadian Pacific Act, 1936, and Chapter 4, 1940, “An Aect respecting
the appointment of Auditors for National Railways,” we have audited the
accounts of the Canadian National Railway System for the year ended the
31st December, 1940, and in accordance with the aforementioned authorities
we now submit, through you, our report to Parliament.

The following financial statements of the National System are attached
hereto:— :
Exhibit I —Consolidated Balance Sheet at the 31st December, 1940—together
with Audit Certificate. ;

Exhibit II —Dominion Government—Proprietor’s Equity at the 31st Decem-
ber, 1940.

Exhibit III—Consolidated Profit and Loss Account—Year 1940.

Exhibit ITV—Consolidated Income Account—Year 1940.

Exhibit V —Investments in Affiliated Companies at the 31st December, 1940.

Exhibit VI—Major Contingent Liabilities, including Pension Plans, at the
31st December, 1940.

Consolidated Balance Sheet

Investments in Properties and Equipment appearing in the books of the
companies as at the 1st January, 1923, were accepted by us. As against the
corporate property investments brought into the National System accounts in
1923, there have been applied the reductions as authorized by The Canadian
National Railways Capital Revision Act, 1937. Since the 1st January, 1923,
the property additions and betterments less retirements have been shown at
cost. The property additions from that date include construction expenditures
on certain Branch Lines, the completion of which has been suspended for some
years.
Investments in Affiliated Companies, as set out in Exhibit V, are represented
in the main, apart from the Trans-Canada Air.Lines, by a 50 per cent or less
capital stock ownership. The basis of the Balance Sheet figure is cost, or in
certain instances special valuations approved by the Interstate Commerce
Commission some years ago. There are two principal factors for consideration
In this type of investment by the railroad industry generally, viz:-—
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(1) The extent of traffic benefits derived by parent companies as a direct
result of their investments, and

(2) The fact that the affiliates have utilized the proceeds from the sale
of their securities largely for investment in transportation properties
and equipment. It i1s obvious therefore, that the future valuation
trend affecting Investments in Affiliated Companies will be dependent,
basically, upon the future economic value of the properties and equip-
ment of the railroad industry generally.

The Self-Insurance Reserve, in respect: mainly of fire risks, is invested
. prineipally in the securities of Dominion, Provineial and Municipal Govern-
ments, together with securities of companies within the National System.

The accounts of the System are stated in Canadian currency. Sterling
and United States currencies have been converted at the par of exchange with
the exception of the portion of the Grand Trunk Railway Company of Canada
4 per cent Perpetual Consolidated Debenture Stock which remained subject to
United Kingdom Vesting Order as at the 31st December, 1940.

A summary of Dominion Government—Proprietor’s Equity at the 31st
December, 1940, is set forth on the Balance Sheet and the transactions during
the year 1940 affecting Proprietor’s Equity are detailed in Exhibit II.

Major Contingent Liabilities, including Pension Plans, are dealt with in
Exhibit VI. In respect of Pension Plans, we would make reference to the fact
that reserves are not set up in the Balance Sheet against pensions presently
being paid or conditionally accruing under the 1935 Contractual Plan and prior
Non-Contractual Plans. Actual pension payments made at the expense of the
railway are charged currently to Operating Expenses. In respect of the Pension
Contracts already issued and in force under the 1935 Contractual Plan the
railway has made a tentative estimate, which has been accepted by us, showing
a capital amount approximating $15,450,000. This capital estimate does not
cover the pensions conditionally accruing under the 1935 Contractual Plan
because their future payment is contingent upon the general trend of future
railroad employment.

Consolidated Profit and Loss Account
The Cash Deficit contributed by the Government for the year 1940, as
shown in Exhibit III, is after making provision for the following:— -

(a) Interest on Funded Debt held by the Public;

(b) Interest on Current Loans from the Government;
(¢) Amortization of Discount on Funded Debt;

(d) Depreciation on Rolling Stock, and

(e) Fixed Property Retirements apart from those charged to Proprietor’s

Equity.

The amounts included in the Cash Deficit in respect of Amortization,
Depreciation and Fixed Property Retirements are to be applied in reduction
of the Capital Expenditure cash requirements from the Government for the
year 1940.

From the 1st January, 1940, Depreciation Accounting has been applied to
rolling stock owned by all Lines of the System and Retirement Accounting to
fixed properties. Prior to that date Depreciation Accounting was applied to
rolling stock owned by United States Lines and Retirement Accounting, on
the basis of original cost, to other units of property on the System.

We would again recommend the establishment at an early date of uniform
accounting regulations, of a mandatory character, applicable to all Canadian
railways under the statutory authority of the Dominion.

In respect of current maintenance policy we have received certificates

from the President to the effect that the Properties and Equipment of the.
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National System have been maintained in a proper state of repair and in
an efficient operating condition during the year 1940,

Capital Revision Act 1937

The accounts of the National System comply with the provisions of The
Canadian National Railways Capital Revision Act, 1937.

The Canadian National Railways Securities Trust, under authority of
Section 22 of the Capital Revision Act, has been treated as a constituent
unit of the National System at the 31st December, 1940. There is, however,
a provision in Section 23 of the Act requiring presentation to Parliament of
a Trustees’ Report and a separate Balance Sheet for the Securities Trust. The
Trustees’ Report sets forth in a summary manner the transactions of the
Securities Trust during the year 1940. Our audit certificate is appended to
the separate Balance Sheet.

General Scope of Audit

The general scope of the test audit which we have made of the National
System for the year 1940 may be outlined briefly as follows:—

(a) Examination of major expenditure authorities which were based mainly
upon recorded Resolutions of the Directors. These major expenditure
authorities in turn have been established mainly by Corporate By-laws
of the Canadian National Railway Company, Statutory and Financing
Acts of Parliament and Orders in Council;

(b) Audit tests in the offices of Regions, Separately Operated Properties
and System Headquarters, covering a cross section of the major expendi-
tures so authorized;

(¢) Examination into the adequacy of the internal audit control in general
by the accounting staff of the System. In this connection we work
in collaboration with the executive accounting officers at Headquarters
having as a common objective the securing of maximum internal pro-
tection to the System in the control of Cash Receipts and Expendi-
tures, Securities Held, Material Stores, Accounts Receivable ete. There
is the further objective of bringing about, in due course, a simpler
corporate set-up within the System as one of the purposes of the
Capital Revision' Act, and

(d) Audit and certification of the Consolidated Balance Sheet, Income and
Profit and Loss Accounts for presentation to Parliament, which body
is thus placed in possession of facts upon which conclusions can be
reached as to the stewardship of the duly appointed administrators

of the System.

The audit covered the various Balance Sheet accounting units with Income
and Profits and Loss Accounts originating in the Revenue Offices, Regions,
Separately Operated Properties and System Headquarters applicable to some
96 companies comprising the National System as an operating entity.

The principal points at which our audit. work was carried out were:—

In Canada—Halifax, Moncton, Montreal, Ottawa, Toronto, Winnipeg and
Vancouver. : 3

In US.A—St. Albans, Cleveland, Detroit, Chicago and Duluth.

In England—London. _ } 3

In addition, audit tests were made at other points according to special

conditions and requirements.

A copy of our Memorandum to the Board of Directors dealing with inactive
properties and other internal matters will be despatched to the Minister of

Transport in due course.
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We report to Parliament that the National System accounts have been
maintained, during the year 1940, in an efficient manner and in general accord-
ance with the present rules and regulations prescribed for steam railroads in
Canada and those of the Interstate Commerce Commission for lines operated
in the United States.

Trans-Canada Air Lines

The Trans-Canada Air Lines have not been included as a constituent unit
of the National System although 100 per cent stock ownership of the Air
Lines is vested in the Canadian National Railway Company. A separate
Balance Sheet and Income Account have been certified by us at the 31st.
December 1940.
The surplus for the year 1940, as shown by the Income Account of the
Air Lines, is after making provision for:—
(a) Interest at 5 per cent on the capital investment in accordance with the
Trans-Canada Contract, and

(b) Depreciation on capital assets at similar rates to those used by other
major air line companies in North America, in accordance with the
Trans-Canada Contract.

Canadian National (West Indies) Steamships, Limited

The accounts of the Canadian National (West Indies) Steamships, Limited,
and subsidiary companies are not consolidated with those of the National
System, the 100 per cent stock ownership of the parent company being vested
in the Dominion. A separate Consolidated Balance Sheet together with
Consolidated Income and Profit and Loss Accounts have been certified by us
at the 31st December, 1940.

The Self-Insurance Reserve, in respect of fire and marine risks, is invested
principally in the securities of Dominion, Provineial and Municipal Governments.

The Deficit for the year 1940, as shown in the Consolidated Income Account
of the Steamships, is after making provision for:—

(a) Interest on Funded Debt held by the Public;

(b) Interest on Loans from the Government, and

(¢) Depreciation at 3 per cent on the capital value of vessels. This rate,

which has been in effect since the inception of the companies, is based
upon an anticipated 25 year life and 25 per cent salvage value.

In respect of both the Trans-Canada Air Lines and the Canadian National
(West Indies) Steamships, Limited, the test audit which we have made for the
year 1940 is similar in scope to that of the National System and may be outlined
briefly as follows:—

(a) Examination of major expenditure authorities embracing mainly the
recorded Resolutions of the Directors, Corporate By-Laws, Statutory
and Financing Acts of Parliament and Orders in Council;

(b) Audit tests covering a cross section of the major expenditures so
authorized ;

(c) Examination into the adequacy of the internal audit control in general
by the accounting staffs of the companies covering Cash Receipts and
Expendiltures, Securities Held, Material Stores, Accounts Receivable
ete., an

(d) Audit and certification of the Balance Sheets, Income and Profit and
Loss Accounts for presentation to Parliament.

Yours faithfully,
GEORGE A. TOUCHE & CO.
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~ The CuamrMAN: Is there any discussion on the report so far? If there is no
discussion we will proceed.

Mr. MarraEws: The statements attached are in fact confirmation of similar-
statements in the annual report of the Canadian National Railways. Our
purpose in attaching these to our reports is mainly to confirm the figures which
};oulfllave in your hand through the medium of the reports of the railway company
itself.

The CuAIRMAN: In other words, we have been over all this before.

Mr. MarTHEWS: Yes, and our certificates appear on the bottom of the
accounts of the railways’ report.

The Crmamman: Well, I think perhaps we will give the members a few
moments to see if they want to discuss it.

Mr. Hanson: I see here that the auditors recommend the establishment at an
early date of uniform accounting regulations, and that it be mandatory.

The CHAmRMAN: Mr. Matthews made a statement on that yesterday.

Mr. Hanson: Has that been considered by the directors? Has the recom-
mendation of the auditors been considered by the directors?

The CrARMAN: Jot it down and try to get it in the report. Do you want
Mr. Matthews to deal with it any further?

Mr. Hu~ncerForDp: Mr. Hanson, it is not a matter for us to deal with; it is a
matter for the government to deal with and not the individual railways.

Mr. Hanson: I think it would be better if that were done. If that were done
the members of the committee could compare the expenses and cost of the two
systems much easier. I tried to get some information yesterday and could not
get it because of the difference in the accounting systems of the two railways.

Mr. JackmaN: Mr. Chairman, I wonder why there is a difference in the
method of setting up the insurance on the T.C.A. as compared with the C.N.R.
and the Canadian National (West Indies) Steamships Limited. In other words,
in the T.C.A. there is no fund as a contra item against the liability. It is merely
allowed as a general payment against the assets of the T.C.A.

Mr. MarTaEws: It is a matter of corporate policy.

Mr. JackmAN: If it is right in one case it is probably right in another case.

Mr. MarrHEWS: Not necessarily. It is a matter of policy. One company
may choose to leave its reserves invested in current assets of free cash and”
materials. That is a matter of corporate policy. Some other company may
choose to set it aside as a specifiec fund. T do not think there is any right or wrong
about it, Mr. Jackman, or that the inclusion or the exclusion in one company or
the other sets a proper precedent.

Mr. JackmaN: In the case of T.C.A. there is sufficient cash, extra cash,
from working capital to set up a fund probably at the present time. If you prefer
to make the account uniform by adopting the T.C.A. policy then you would not
invest further and you would perhaps dispose. of the securities which are now
in the insurance fund of the railway and in the Canadian National (West Indies)
Steamships. If you did that you would save some of this 5 per cent interest you
are paying on current loan to the dominion.

Mr. Marraews: Mr. Jackman, the T.C.A. may be viewed perhaps just a
little different from the others in that like all other enterprises in their early years
they naturally will preserve ‘their working capital as far as possible until their
position is firmly established, but from our viewpoint as auditors we really have
nothing to say on the matter. We present to you the facts. The facts indicate
there is'no fund set aside, and it then becomes a matter of corperate policy.

Mr. Jackman: Perhaps I should address the question to the president. Why
the inconsistency of policy? What is the principle that differentiates the method
of treatment of the insurance reserve in the three companies?
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Mr. Cooper: I think, Mr. Jackman, in the case of the T.C.A. your assumption
that there is sufficient working capital apart from the depreciation fund is not
correct. If we did not utilize the depreciation fund for the purpose of extending
the investment property and equipment we would have to issue additional capital
stock on which the company would have to pay 5 per cent.

Mr. JackmaN: But in the T.C.A. you have $503,000 in cash and your total
n}ft working capital is close to $1,000,000. It seems to me you have a little surplus
there.

Mr. Coorer: Take the depreciation reserve. It is $1,332,000. Out of that
there 1s only $500,000 of current cash which is just about a minimum that the
company can operate on. The policy of the directors of the Trans-Canada Air
Lines is to use the depreciation fund for capital purposes with the idea of reducing
the amount of capital stock which it is necessary to issue, all with the object of
reducing the interest charges which Trans-Canada will have to pay should
additional capital stock be issued.

Mr. JackmAN: The equipment seems in pretty good shape. Possibly you are
depreciating faster here than is required. Even the necessity of using some of this
cash as a draw down from depreciation reserves to replace eapital asset in the
future does not necessarily dictate what you should do about the insurance fund,
whether you should set up as a fund on the asset side or simply as a claim against
the general assets of the company. If it is sound in one case it would seem to
me to be sound in the other, particularly when they are all under the same
administration. However, I will not press the point further.

Mr. Harris: Probably Mr. Cooper will recall that some ten years ago this
committee through some of the members complained that the present set-up of
the Canadian National Railways lines did not set up in our opinion proper
depreciation charges, but rather used the system of retiring certain equipment
and writing it off, buying new equipment and writing it in at its full cost and
maintaining that cost throughout. With the advent of Trans-Canada Air
Lines they found themselves in the happy position of not being subsidized by
the Post Office Department but receiving very substantial revenues for the
carrying of mail by the Post Office Department, which helps out not only the
possibility of their reducing the necessity of more capital investment but works
out their working capital position from day to day and month to month as
they go along, and they are able to set up very substantial depreciation charges
against their equipment which I think, Mr. Chairman,—and I think MTr.
Cooper will agree with me—is a departure, in my opinion, from the unsound
practice of the Canadian National Railways in days gone by of not setting up
depreciation charges on equipment.

In the report of the auditors I find this suggestion: From the
1st of January, 1940, depreciation accounting has been applied to rolling
stock owned by all lines of the system and retirement accounting to fixed
properties. Prior to that date depreciation accounting was applied to
rolling stock owned by United States lines and retirement accounting,
on the basis of original cost, to other units of property on the system.

We would again recommend the establishment at an early date of
uniform accounting regulations, of a mandatory character, applicable to
all Canadian railways under the statutory authority of the dominion.

This, Mr. Chairman, is to my mind a matter of congratulation on the part
of the Canadian National Railways that they see fit now to adopt into their
accounting system the idea that depreciation charges from year to year on
certain parts of their equipment should be charged:in conformity with whab
-obtains under the rules of the Interstate Commerce Commission of the United
States and in conformity with the idea that dominated the operations of the
, privately owned road in Canada, namely, the Canadian Pacific Railway.
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Mr. MarrHEWS: Mr. Harris, did I hear that correetly; that you are suggest-
ing that the Canadian Pacific Railway have had depreciation accounting on
rolling stock? :

Mr. Harris: Noj; they have not.

Mr. MarTHEWS: I just wanted to make sure.

Mr. Harris: I say I congratulate you on the idea that you have embalmed
in this record, namely, that you are coming around to an idea which I, in all
humility, suggested should be brought to your attention some ten years ago.

Mr. Coorer: We have been working towards this for about ten years. It
was rather a big change to make; we had to take a step at a time. In 1940 the
directors decided that there was sufficient—

Mr. Harris: I will make this observation to you: that you see to it when
you do set this up that you do not come before this body here next year and
ask for ten or fifteen million dollars to take care of that deficit which is in your
balance sheet because you have a deficit due to the fact that you found it
necessary to set up depreciation charges.

Mr. Jackman: Did I understand you to say that you were working toward
a depreciation policy on all property?

Mr. Coorer: Noj; I said we had been working towards a depreciation
policy with respect to rolling stock on the national system for the last ten years.

Mr. JackMmAN: Is it true that since the British railways have been taken
over by the British government depreciation accounting was set up particularly
in order to calculate the amount which the government shall either reimburse
the British railways or allow them to earn? I understand from someone that the
British railways did set up a depreciation reserve.

Mr. Coorer: They did, and so did the American railways.

Mr. MayBank: Is it true that the British government has taken over all
the railways?

Mr. Cooper: They certainly control them, but they have not taken over
the ownership. It is for the period of the war.

Mr. MayBank: It is just general control for the duration of the war.

Mr. Coorer: I wanted, Mr. Jackman, to disabuse your mind of what I
understood you seemed to suggest, that there is a difference in the method of
handling depreciation funds of the Trans-Canada as compared with those of
the railway.

Mr. JackmaN: No; the insurance fund.

Mr. Coorer: The insurance fund is a very small thing; it is only a matter
of $200,000. If it ever gets to a sizeable amount the question of separate
investment of those funds will have to be considered. For a small amount we
would not consider it necessary to establish a separate fund.

Mr. JackMmaN: It is not a very big company, the T.C.A. I am not pressing
the point at all; it is just a difference which I noticed.

Mr. MartaEws: Mr. Harris, there was just one further observation I
would like to make with respect to the matter of the depreciation in retirements.
Have you in mind that the difference is great between the retirement charges
and depreciation charges, and have you in mind that the railways have ever
drawn down in cash the amounts included in the income for equipment retire-
ment, or that they ever would draw down for depreciation?

Mr. Hagrris: Not being the witness but you being the witness, I would
reply by saying no; that is not the point at all. I have this in mind: Since the
inception of the set-up of this committee, Mr. Chairman, we have found that
depreciation charges as presented to us each and every year are not in con-
formity with, first, the rules and regulations laid down by the Interstate
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Commerce Commission of the United States; and, secondly, that they are not
in conformity with depreciation charges as set up by the Canadian Pacific
Railway. They are certainly not in conformity with usual accounting practice in
ordinary business as regards depreciation and reserves which are set up against
equipment. The result is that you and I, Mr. Chairman, are not able to get
any sort of comparative picture in our minds as to how the railway is progressing.
If we could get a system accounting similar to that which applies to the
Interstate Commerce Commission or similar to that which applies to the usual
accounting practice in an ordinary business, you and I, Mr. Chairman, could
sit here and probably give more intelligent thought to the statements that are
presented to us. That is all that is running through my mind. This move
appears in that direction, and I look forward to it being a starting point.

Mr. Jackman: How much were the capital retirements last year in the
C.N.R.?

Mr. CoopeEr: About eight million dollars.
Mr. Jackman:  $8,000,000,000?

Mr. CoopeEr: Yes. There was an increase in the depreciation reserves of
$2,000,000. That means that the amount set aside exceeded the charges by
that much.

Mr. Jackman: That is all in rolling stock?

Mr. CoorEr: Yes.

Mr. JackMAN: 1 mean on the whole system.

Mr. Coorer: There is no one who can answer that question.

Mr. Jackman: I am trying to find out, although I am not very hopeful
of being able to get the answer, whether or not, in view of the fact that we do
not adopt any depreciation policy in connection with railways, which on the
capital account of $1 billion $980 millon, 1 per cent depreciation alone per
annum would be $90,800,000—a very substantial item—if we had depreciation
at 5 per cent it would obviously run into very considerable figures. Now, in
lieu of setting up an account such as that we adopt in this company the policy
of maintenance and capital retirements, writing off the capital value of any
piece of equipment that passes out of service.

Mr. Coorer: No, sir—

Mr. JackmAN: There are two methods of looking after the wastage in capital
account; one is by the ordinary depreciation accounting method and the second
is by capital retirement method; and the third point is that on equipment we are
now adopting, shall I call it, the value depreciation policy.

Mr. Cooper: Yes.

Mr. Jackman: I pointed out how much the depreciation would be even
at 1 per cent on the assets of the property, 1 per cent on $1 billion $980 million.
Now, can you tell me briefly whether or not a commensurate item is being
charged to the company by way of maintenance? We have two accounts for
maintenance: ways and structures; and equipment expenses. On the first one
$40 million was spent last year and on the second one $48 million odd was
spent which would give us $88 million. Then we have a few million set aside
for depreciation on rolling stock.
~ Then I also asked the question a little while ago as to what the total of
capital retirements during the year were. I am trying-to find out whether
the aggregate of those accounts come to anything like a comparable figure with,
let us say, a 3 per cent depreciation rate or whatever rate might be adjudged
proper if you did follow a depreciation policy in connection with railway
accounting which policy was designed to replace the wastage of capital assets.
’Do I make that reasonably clear?
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i Mr. Coorer: Yes. I understand your question. I think the answer was
given in the report of the directors itself. They make the statement that the
railway and its equipment have been adequately maintained. That is the
statement of the directors to the government; and in the report of the auditors
which Mr. Matthews just read they make the statement that in respect of
current maintenance policy “we have received certificates from the president
to the effect that the properties and equipment of the national system have been
maintained in a proper state of repair and is in an efficient operating condition.”
Now, if we are maintaining our property—that is if we are renewng it
a_dequately—it. seems to me that we are adequately taking care of any depre-
ciation which may be presumed to have taken place.

Mr. Jackman: There can be no question about the relative operating
efficiency of the railway.

Mr. Cooper: This is not the operating efficiency ; it is the physical condition.

Mr. Jackman: You cannot operate efficiently until you have a fairly good
physical state appertaining.

Mr. Coorer: The statement I am making here is that the physical condition
of the property has been adequately maintained.

Mr. Jackman: Well, you see, like a human being—we maintain ourselves
well up to death—the analogy is not quite perfect with an industrial company
we are able to carry on our detailed duties efficiently and with no diminution in
we are able to carry on our deailed duties efficiently and with no diminution in
results. But the whole conception of the railroad industry, I should think must
have changed in the last thirty or forty years, perhaps the last two decades. Once
upon a time, I suppose, railways were looked upon as performing a service for
which there would always be a great demand. The competition of other forms
of transportation was not then foreseen; it certainly was not then in existence.
Now, you have alternative means of transportation. You have the airways as
a new development in the last few years. So that no longer—it may be a matter
of opinion, in my view anyway—can you say that if you simply maintain the
physical condition of a railway you have maintained the value of those capital
assets?

Mr. MarrHEws: Mr. Jackman, you are dealing with the matter of deprecia-
tion—of two elements of depreciation—

Mr. Jackman: I did not deal with obsolescence.

Mr. MarTHEWS:—in regard to fixed properties. The Inter-State Commerce
Commission about twelve years ago, or maybe some little time before that,
established the order 15,100 that was a model of theoretical perfection along
the lines you are now speaking. In fact, it was so perfect, they thought, that
they made it mandatory on all the railroads of the United States—depreciation
for fixed properties. But before they got to the point where it was possible
of application in view of all of the practical problems involved, they entirely
rescinded the order although they spent years on that study. Now, that matter
of obsolescence of which you speak is one of the realities undoubtedly in the
railroad industry, and anyone who does not give cognizance is closing his eyes
to the realities of our time. But, on the other hand, to suggest that by some
magical means of depreciation that kind of thing could be provided for is to
attempt something that the Inter-State Commerce Commission studied for
years and abandoned. And the position of the American railroads to-day in
regard to those fixed properties is identical with that of the Canadian National
Railways; and I think, as we ourselves have pointed out in report from year
to year, the question of obsolescence is admitted to be something that the owners
of all railroads must bear in mind as a contingency. But what appeared to
be a contingency two or three years ago, that very fact to-day is a national
asset, and I do not know when you are going to level that out. There is no
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such thing in the railroad industry to-day as obsolescence; to-morrow with the
war over that is another day.

During the period of 1920-30 there was not any obsolescence in the rail-
road industry, but following upon the collapse of railroad revenues in 1929 and
1930 you had this spectacle in the United States, of railroads having had de-
preciation accounting for long years in regard to equipment and having still
in addition to all of them to write off many hundreds of millions of dollars of
capital loss arising out of a straight decline in revenue from 100 cents to 50
cents; but the railroad industry simply had to take that loss. Take the United
~ States Steel Corporation: if you make a study of their capital position in the
last ten years you will find this identical situation; and it seems to me that
we are living in days where we have to acknowledge that as a fact; but to
suggest that for the Canadian National Railways, in the light of all the facts
that are at hand, in regard to the suggestion made by the Inter-State Commerce
Commission and the experience of industry generally in the ten years following
1929 is to suggest something that is not possible of accomplishment, because
many industries have had a very liberal basis of depreciation but they still have
had to suffer tremendous capital losses.

Mr. Jackman: Yes, I quite agree that depreciation and obsolescence— par-
ticularly the latter item—may be an arbitrary matter—a certain fixation of
it is—but nevertheless I think you did say that we could not shut our eyes
to the fact that the railroad industry was an industry which suffered rather
substantially from obsolescence, and while I should not expect you to determine
that actuarily, nevertheless we cannot shut our eyes to the fact that this two
billion dollar assets which we have is, over the longer term, facing a considerable
obsolescence which obsolescene should in the best judgment of the board of
directors of the Canadian National be offset by yearly appropriation from profits,
if you have them or if there were no profits, to losses, by an increase in the annual
losses so that the people of Canada know that this item of two billion dollars
which represents the capital cost on the books is not a true or actual item but one
which is suffering from this disease of absolescence and is being constantly
reduced, perhaps not as fast as we would like to see it, but nevertheless we are
making some gesture toward getting accuracy and truth in our statement.

The CuarMAN: Gentlemen, I do not believe that we should unduly pursue
any definite point. We are not really here to debate. We have made good
headway, that is true, but having followed some point as far as possible and
having made ourselves clear I think we should leave it to the report of the
committee to deal with it thereafter.

Mr. McCurrocH: I move the adoption of the report.

Mr. Jackman: May I finish?

The CHAIRMAN: Yes.

Mr. JackmaN: As for myself, naturally I have to accept the ruling of the
chair, but I do so chiefly because I doubt very much will develop from it
although I still wish to go on record with the statement that what I have claimed
has not in my opinion been changed or negatived.

The CramrMaN: Your record is here.

Mr. Cooprer: To make it quite clear, Mr. Chairman, may I have on the
record that I disagree with Mr. Jackman?

The CramrMAN: All right, gentlemen.

Mr. Ross: I should like to ask something in connection with the auditing
company. When did this company perform its first audit, Mr. Matthews?

Mr. MarraEWs: The year of amalgamation, 1923.
Mr. Ross: You have not audited the books continuously since then?
Mr. MarraEws: Except the year 1935.

At

g
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Mr. Ross: Only one year?
Mr. MarrEEWS: Yes.
Mr. Ross: Is the cost laid out in the report any place?

Mr. MartaEws: No. The auditors are appointed annually by parliament
and the fees of the auditors are fixed by Order in Couneil.

Mr. Ross: In the Auditor General’s report, I presume?

Mr. Marruews: No, it is paid by the Canadian National Railways.

Mr. Ross: It is not in the report?

Mr. MAaTTHEWS: As a separate item?

Mr. Ross: Yes.

Mr. MarTHEWS: No.

Mr. Ross: Could we have the cost of your report?

Mr. MayBank: I thought it was paid out of the consolidated revenue fund.

Mr. MarraEWs: No; the Canadian National-Canadian Pacific Act provided
that the auditors whomever they are would be appointed by parliament annually
and that the fees of the auditors would be fixed by Order in Council and paid by
the Canadian National Railways.

Mr. Ross: They are fixed?

Mr. MarreEWS: Fixed by Order in Counecil.

Mr. Ross: That is, from 1923 they have not changed?

Mr. MarrHEWS: In 1923 the situation was that the auditors did not report
directly to parliament. The auditors did not report directly to parliament until
the Canadian Pacific-Canadian National Act. Prior to that time—

Mr. Ross: The fee has changed since 1923, then?

Mr. MarTaEWS: Very little. The only change since 1923 has arisen out
of the Trans-Canada Air Lines.

The CuarMAN: There is a motion to adopt the report. ‘

Mr. Pourior: Just before it is adopted may I say that yesterday I saw in
La Presse of Wednesday, May 21, there is an air mail C.P.R. service around the
world and that the C.P.R. controls eight aviation companies. It is a B.U.P.
despatch. I am not going to ask any questions on it but I direct its attention to
the company for their information.

The CuARMAN: Your statement goes on the record, Mr. Pouliot.

Mr. Pouvrior: It is just to give the company notice of the situation.

The CuArMAN: It has been moved that the report be adopted.

Mr. Jackman: What was the cost of the audit in 1940? After all, it is a
very big job.

Mr. Marraews: It is fixed at $51,800. I think it was $50,000 a year.

Mr. Ross: $51,800?

Mr. MATTHEWS: Yes.

Mr. Jackman: There is a private report in the auditors’ report with regard
to inactive properties. What is the cost value of the inactive properties, the
book value now?

Mr. MarTaEWS: Uncompleted branch lines in which construction has been
suspended about $7,100,000, and other minor uncompleted projects $675,000 and
miscellaneous inactive property of $1,400,000.- ,

The CuammaN: All in favour of the motion please indicate.

Mr. Pourior: I have a question to ask Mr. Hungerford and then I shall
be through. Mr. Hungerford, I hold in my hand a copy of the statement that
you made before the Senate committee and it is entitled “ Railway unification
opposed by Canadian National president, 1939.” You still hold the same view?
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Mr. Hu~NGerFOrD: 1 do.

Mr. Pourior: Thank you.

The CuarMAN: Shall the motion carry?
Motion agreed to.

Mr. MayBank: I wish to make a motion. It is not necessary that it be done
now as it deals with the report of the committee.

The CHAmRMAN: All right. The next document for us is the budget of 1941.

Mr. ArmstroNG: This is the budget of the Canadian National Railways and
the Canadian National Steamships for the year 1941.

CANADIAN NATIONAL RAILWAYS

CANADIAN NATIONAL RAILWAYS AND CANADIAN NATIONAL STEAMSHIPS BUDGET FOR YEAR 1941
; SUMMARY

Reference

page Amount Total
Canadian National Railways—All-Inclusive System—

Net Income Deficit
Canadian National Railways.......cvcebeeenrnineceenss Nil Nil
Capital Expenditures.......cocoveeeuanns . $19,692,206
Acquisition of Securities...... .
Retirement of Maturiu%Capital Obligations
Including Sinking Fund and Equipment Principal

PRI - 557 Fas: o4 9 S T s A e il R b S e d 5 9,378,000 $29,414,206
A E e R, e s (e SRR LA BT T e $29,414,206

L]

Nore.—In event of Equipment Trust being issued for the purchase of new equipment for
the Grand Trunk Western Railroad, the total Budget Requirement of $29,414,206 will be
reduced by approximately $4,500,000.

Reference

page Total
Canadian National Steamships—

Canadian National (West Indxes) Steamships, Limited
Net Income available towards payment of Interest on Advanees by

G over et O A I T g a s s e ey S g Ay ooty & 6 $ 500,000
Capital Expenditures
tdditions and  Pettarmends. . . - iei edds vi0 dabe dulons o nados s des abtons 6 20,000

MoONTREAL, May 1, 1941,

CANADIAN NATIONAL RAILWAYS
(‘All-inclusive system)

Bupeer For YEAR 1941

Total
Amount Requirements
Net income deficit—
Operating Revenues, excluding 20% Contribution M.FR Act. $ 286,250,000
Contribution from Government under Maritime Frelght Rates
L R L e O A By g % 3,350,000
Government Share of Operating Account, P.E.I. Car Ferry and
] S e SRR v PR R R S B SRS LSS 400,000
‘ Total Operating Revenues.. 290,000,000
Operating Expenses ..........:.... 227,000,000
Net Revenue from Railway Operation 63,000,000
LT e B LR NS e L Ry S 6,810,000
Other Income Debits or Credits—Net Debit 2,551,000
Net Income Before Fixed Charges................... . 53,639,000
Fixed Charges:
~  Interest Due Public on Long Term Debt.....covrueeiunann. 44,847,000
Interest on Dominion Government Loans. for Capital and
AT s R e T s S S S IR F G A R 6,038,000
Other Fixed () 1 PR e R SR s QRO ke 5 L 2,754,000
Fobal) WIxel OROBEEE L. oo dls i w0 v/ie 4s s a o lie a4 05 4 KD 53,639,000
Estimated Net Cash Requirement on Deficit Account... $ NI N

R
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Mr. Jackman: You must have worked backwards on this one, didn’t you?
Mr. ArmsTrONG: To some extent.
The CrAtRMAN: Page 3.

Mr. ArmstroNG: Page 3 deals with the estimated capital expenditures for
the year 1941,

The Cuamrman: If these items were read you could make a notation oposite
any one that you want to discuss later on and if you do not want to discuss any
of them we will be through with them and they will be in the record,

CANADIAN NATIONAL RAILWAYS
Bupcer For YEAR 1941—EsTiMATED CAPITAL EXPENDITURES

General Additions and Betterments, less Retirements:
3 Amount Total
Atlantic: Regiol Fanl s BRuyn 6 et s TR 2 i s Fh oo $ 3,341,533
Gentval: Repnon 8 s STt v A L T e o e b e 3,215,306
WS N TR P e M S R 3 T T S R S WL g, B 2,770,223
Grand Trunk Western Railroad Company......cooveeuueeennn. 708,609
Central Vermont Railway, IDC....eoeeeeesesvoonnintssnbosn 169,221
Hotels: o 1ok R U o e e e R (0 3 R S Sl 121,500
Montreal Terminals Development........ccvieuieveenennnnnnn 4,100,000
Prince Edward Island Car Ferry and Terminals.............. 27,650
DALY © COMBPRDTEHE. 5% s & subionhns mbit b i iy A e T e 55 444,030
General, including additions and betterments to equipment..... 793,185 $15,691,257

NEw EQUIPMENT PURCHASES:
Canadian National Railways
Freight Cars
125 ore cars
100 overhead refrigerator cars
250 70-ton triple hopper cars
200 52’ flat cars
150 Hart cars
Passenger cars
5 air conditioned first-class coaches
7 steel mail and baggage cars
28 second-hand coaches

Grand Trunk Western Railroad Company
Locomotives
25 locomotives
Freight cars
200 50’ auto cars
100 50’ box cars
lgg ﬁatdczln's
2 ondola ecars 3
Total Estimagted Cost, including Sales Tax and Imspection Charges............. $13,270,206
Equipment Retirements ......cciceeaseerettoeieiaiosseracsssoesesotacosnssns 2,069,857
Available Trom -Depreciation ReBErVE. s i icailfasbnda/en duvsea'sss sonanentions 7,200,000

Total Requirement for Capital Expenditures................c.ooiinn.n $19,692,206

Mr. Hazex: How do the expenditures in the Atlantic region and the central
region for 1940 compare with the estimated expenditures for 19417

Mr. ArvsTtroNG: The actual expenditures in 1940 as compared with the
estimated expenditures for 1941? The Atlantic ’region in 1940, $1,675,467. The

budget for 1941, $3,341,533. :
g]F‘or the central region the actual in 1940 was $765,442; and the budget for

1941, $3,215,306.

Mr. Hazex: What is ‘a hart car.

Mr. ArmstroNG: That is a ballast car.

Mr. Hazex: For dumping?

Mr. ARMSTRONG: Yes.

Mr. Hazen: From whom do you buy your locomotives?

Mr. ArmstroNG: The locomotives in Canada are from Montreal Locomo-
tive Company or the Canadian Locomotive Company.

2727122
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Mr. Hazex: Were all these locomotives bought in Canada?

Mr. ArmsTrONG: For 19417

Mr. Hazex: Yes. I am speaking of the new equipment of 25 locomotives.

Mr. ArmsTrRONG: Those are to be bought in the United States.

Mr. Hazen: In the United States?

" Mr. ARvsTRONG: In the United States. That is equipment for our American
ines.

Mr., Jackman: Where are you getting the second-hand coaches?

Mr. ArmstrONG: They were purchased in the United States.

Mr. Huncerrorp: I might explain that while we are purchasing new
locomotives for the Grand Trunk Western of a certain type to suit the require-
ments, we are going to transfer at least an equal number of engines that now
belong to the Grand Trunk Western to the Canadian National. All these engines
will be of a type suitable to meet our requirements on the Canadian lines; so,
in effect, the buying of these 25 engines for the Grand Trunk Western is to
provide additional power in Canada.

Mr. Jackman: What percentage of your rolling stock would have this new
type of airbrake equipment.

Mr. Hu~ncerrorp: It is practically all equipped.

Mr. JackMAN: But there is a new type that the I.C.C. make.

Mr. HuxceErroRD: You are referring to what is known as the A.B. brake. It
is being applied to all new equipment, but it is being applied progressively;
rather slowly to the older equipment.

Mr. Jackman: Of the total rolling stock approximately what percentage
would have the new A.B. equipment?

Mr. Huncerrorp: We will have to get that for you.

Mr. Jackman: I only want a round figure. 10 per cent or 20 per cent?

Mr. Hu~nGerrorp: I could not say.

Mr. JackmaN: You are making pretty slow progress in putting it on the new
equipment?

Mr. ArmsTrONG: I would not say that; no.

L Mr. Hu~ncerrorp: We can easily get that for you but we have not got it
ere.

Mr. Hazex: Do you have to pay duty on second-hand equipment which you
bring in from the United States?

Mr. Hungerrorp: There will be Canadian duty on a depreciated value.

The CrARMAN: I thing we would make better time if we ran through these
items and you made notations concerning items which you wished to discuss
afterwards. However, we shall do as you prefer.

Gotap i
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Mr. ARMSTRONG:

CANADIAN NATIONAL RAILWAYS
BUnGET FOR YEAR 1941—ACQUISITION OF SECURITIES

Toronto Terminals Railway Company—
Joint with the Canadian Pacific Railway Company
Provision for Canadian National Railways’ Proportion of Capital
Expenditures of the Toronto Terminals Railway Company,
which ‘may be required i 1941. .. 0. o s Lo G3d L cei a0 $ 100,000

Northern Alberta Railways Company—
Joint with the Canadian Pacific Railway Company
Provision for Canadian National Railways’ Proportion of Capital
Expenditures of the Northern Alberta Railways Company,
which may be required 6 1941 . . .ixcuvsin oo q s nwesdihe o ots « 30 100,000

Chicago and Western Indiana Railroad Company—
Advance to be made to the Chicago and Western Indiana Railroad
Company, under terms of Fourth Supplemental Indenture dated
as of March 1, 1936, between that Company and the Bankers’
Trust: Company—S13L,800 (885 ). « o vt sveanon sionssssieshius s 132,000

Atlantic and St. Lawrence Railroad Company—
Provision for approximate amount required to purchase 155
currency shares of the Atlantic and St. Lawrence Railroad

Company, which are outstanding in the hands of the Public..... 12,000
Gran@ ToBal.: < i cn o s A e S s A e b AT 8 $ 344,000

CANADIAN NATIONAL RAILWAYS
Bupeer FoR YEAR 1941

RETIREMENT OF MATURING CAPITAL OBLIGATIONS, SINKING FUND
AND EQUIPMENT PRINCIPAL PAYMENTS

Due Date
1941 Issue Amount

April 16th Payment under Hire-Purchase Agreement................... $ 517,173
April 18th Payment under Hire-Purchase Agreement........i.......... 991,968
May 1st Canadian National Railway Company 43% Equipment Trust

Series “J” Certificates.....veoewvssececvens i sim A% piaree s 1,000,000
May 1st Canadian National Railway Company 5% Equipment Trust

Beries #RY lartifieabess ol st sucsss sk aed § o e 1,200,000
June 1st Canadian National Railway Company 44% Equipment Trust

Series’ “L” Oertificatesia . taniiivs s iasiasescsieianis 1,050,000
July 1st Canadian National Railway Company 2% 1927 Guaranteed

Debenturs Bbock: a8 ai G I ST St vt s 988,441
July 1st Canadian National Railway Company 23% Equipment Trust

Serien="0? Cerfificates. . «ivmsrnte il aiiaas s i 650,000
July 1st Wellington, Grey and Bruce Railway Company 7% Bonds.... 5,840
July 1st New England Elevator Company 3% Bonds................ 10,000
August 1st Canadian National Railway Company 23% Equipment Trust

Series; 07 "Cértificatien. - LNt L out B a et o 1,430,000
September 1st Province of New Brunswick Debentures, account of St. John

and Quebec Railway Company.......... G on ot L 166,000
September 15th Canadian N:%,ioriglssRailway mpany 23% Equipment Trust PRI

o T T oo | SRR S IS S QIO S T O e L S S i
October 1st St. John and Quebec Railway Company 4% Stock........... 27,280
December 14th Grand Trunk Western Railroad Equipment Trust, 1929...... 283,000
December 14th Central Vermont Railway, Inc., Equipment Trust, 1929....... 124,000
December 31st Indebtedness to State of Michigan re Woodward Avenue... 428,537

1942

Wellington, Grey and Bruce Railway Company 7% Bonds... 5,840

Badls s ok bt el S R Y R A e 9,378,079
e (say) 9,378,000

January 1st

—! t been included in the above statement the semi-annual Sinking Fund
Pﬂynlfeoli% o'fl‘hgégo%%% Iteoach,eedue July 1, 1941, and January 1, 1942, for Canadian Northern
Railway Company 63% Sinking Fund Bonds, as these amounts, in the judgment of the
Management, will not be required owing to the improbability of our being able to use same

in accordance with the terms of the Trust Agreement.
272722}



164 STANDING COMMITTEE

Mr. Sanxperson: What is meant by “hire-purchase agreements”?

Mr. ArmstroNG: That is an arrangement that was made with the govern-
ment in connection with the purchase of equipment. The government in the first
instance paid for the equipment and the Canadian National pays the cost back
in equal annual instalments.

Mr. MayBank: The government has a lien note on it and can take it
away from you if it likes?

Mzr. ArMSTRONG: Yes.

Mr. HungeErrorp: They continue to own the equipment until it is paid for.
Mr. ARMSTRONG:

CANADIAN NATIONAL STEAMSHIPS
CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED—BUDGET FOR YEAR 1941

1941

Estimate
Estimated Net Income from Operation—

DETARING - L ONORMOHL =% o Ja Rl Wihs b v n o A 0.8 T s v e A A w3 sl & s $4,629,000
Subsidies to be received from the West Indies Colonies, in
conformity with Trade Agreement entered into with the

Government of the Dominion of Canada...........ccovvuuunn.. 183,000
TROL Al R eI G i i U Tl s da e et o3 o 25 05 Vit i bs & 4,812,000
OParatang : BARDenBOBT. ik bats $rinnbite g il psibis o Sroinia slo st arh sl U t4 s 3,790,000 -
Net Dperating Fovome . ot slvesds Loate T o ars < vido We 1,022,000
Interest Requirements on 5 per cent 25-Year Bonds issued in 1930,

Principal Amount $9,400,000. ... ....0covivnnnnnn.. 470,000
Exchange Premium on Bond Interest 52,000
Net Income Available towards Payment of Interest on Advances

by Governme ol VOanaRR L 5 i o h s ek W sateme o b 500,000

Capital BEzpenditures—
Additions: and Beottermente i done b es s tae stk ss st A a s in gl $ 20,000

The Cmammax: Before we pass the budget, gentlemen, I have some
items I should like you to consider for a moment. The first is item No. 403

on page 47 of the current estimates, departmental administration, $335,070.
Shall the item carry? 3

Carried.

Item 404 on the same page?

Carried.

Vote No. 417, on page 52?

Carried.

Shall we pass this budget?

Mr. JackmaN: You mean the budget report which we have in front of us?
The CHAIRMAN: Yes.

Mr. Jackman: That is an important thing: I had better give some con-
sideration to it.

The CuammaN: We are through with the consideration of this portion of
the business.

Mr. EmmErsoN: There might be a few questions we would like to ask on
the budget.

The CramrMan: All right.
Mr. Emmerson: I wanted to ask just one question in connection with the
Prince Edward Island Car and Ferry Terminals. There is an amount of

$27,650. Is that for the construction of the radio beacon, or is it for the main-
tenance of the car ferry or repairs, or what is it? :

B
o
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Mr. ArmstroNG: That includes an amount for the erection of beacons at

Cape Tormentine and the installation of direction finding equipment on the

S.8. Charlottetown.

The CHAIRMAN: Are there any other questions?

Mr. Mayeank: What is this item of $121,000 for, under “Hotels.” Can you
give us a little detail on that?

Mr. ArmstroNG: It is made up of a large number of small items, Mr.
Maybank.

Mr. MayBank: As far as I can see, at any rate, in our budget of the former
year I do not see anything comparable. The only hotel expenditure I notice is
the one for the Vancouver Hotel.

Mr. ArmstroNG: There are altogether 28 items in that.

Mr. MayBank: There are a large number of expenditures in all the different
hotels? :

Mr. ArmsrronG: Yes; there are eleven hotels and twenty-eight items.

Mr. HunGerrorp: Generally speaking, they represent some improvements at
the different places.

Mr. MayBaxk: You have been making quite a few of the old type refri-

gerator cars into the new overhead type; have you mostly all overhead
refrigerator cars now?

Mr. Huxcerrorp: I think we only have 100 and we are proposing to get
another 100.

Mr. MayBaNk: But these are new?

Mr. HUNGERFORD: Yes.

Mr. Maysank: The other 100 are converted, are they not?

Mr. Huncgerrorp: No; they were built new,

Mr. MayBank: You also converted some, did you not?

Mr. HuNGgerForD: No.

Mr. MavyBank: The new scheme, referring to the overhead type, is where
you lay the ice all across the ceiling?

Mr. HUNGERFORD:" Yes,

Mr. MayBaxk: That is the meaning of it?

Mr. HUNGERFORD: Yes,

Mr. MayBanNk: The heating arrangement is different too, is it not?

Mr. HUNGERFORD: Yes.

Mr. MayBank: The manner in which you distribute it in the car is
different, is it not?

Mr. HunGerrorp: The improved heating arrangement has been applied to
a large number of the old cars, and it is also applied to these new cars.

Mr. MayBank: Then there would be that much conversion to a number
of old cars? :

Mr. HUNGERFORD: Yes.

Mr. Maysank: But you did not covert the old cars into the overhead
freezer type?

Mr. HuNGERFORD: Quite right. : .

The CualRMAN: Gentlemen, we really do not need to detain the officials of
the railway. g

Mr. JackmaN: Mr. Chairman, there are one or two questions on the budget
which I should like to ask. This is a very important part of our duties.

The CramrMAN: All right.
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Mr. JackmaN: As I understand it, the system should break even on
operating charges in the coming year and also pay interest on its debt to the
public and on 1ts funded and current debt to the government?

Mr. ArmstrOoNG: That is right.

Mr. Huxcerrorp: That is what we predict.

Mr. Jackman: That is what the budget calls for. In addition to that you
want $29,441,000.

Mr. HuNGERFORD: Yes.

Mr. Jackman: $19,000,000 is for capital expenditures which are set forth
on page three. I just want to understand these book-keeping items thoroughly.
There is thirteen million and nineteen million to go for new equipment?

Mr. ArmstroNG: That is correct.

Mr. Jackman: On page 3 we have two items in red: Equipment Retire-
ments, $2,069,257, and available from Depreciation Reserve, $7,200,000. Could
you throw some light on those two red items?

Mr. Cooper: They represent the amounts which will be available from the
retirement of equipment and the amount available in the depreciation reserve.
In other words, we are going to use the funds available in the depreciation
reserve as far as they will go towards meeting our capital expenditures.

Mr. Jackman: Those funds having been set up out of charges to pass
operating accounts?

Mr. Coorer: Yes.

Mr. Jackman: In addition to the $19 million we have a cost, the first
item being $344,000, for acquisition of securities; that cost is entailed by pur-
chasing certain securities?

Mr. Cooper: Yes.

Mr. Jackman: It does not represent the actual securities; it represents
the cost of acquiring them, funds or exchange.

Mr. Cooprer: Let us take one, for example, the Toronto Terminal Rail-
way. It is expected to require $200,000 for capital expenditure and of that
the Canadian National Railway as part owner would be required to provide
$100,000.

Mr. Jackman: That is acquiring new securities, not old ones.

Mr. Cooprer: The Toronto Terminal Railway will issue its bonds. From
the point of view of the Canadian National Railways we are purchasing the
bonds of the Toronto Terminal Railway and they are making a ecapital
expenditure.

Mr. Jackman: With regard to those amounts concerning the Toronto
Terminal Railway they will use those amounts to purchase new equipment or
something new; it is not to cover a deficit on their part?

Mr. Coorer: No, for improvements to the Terminal at Toronto. The
operating costs of the Terminal are borne by the two railways on the basis
of use.

Mr. Jackman: The $34,000 all goes to other companies for the acquisition
of new assets of the other companies.

Mr. Cooper: As far as the Toronto Terminal is concerned, yes; as far as
the Northern Alberta Railway is concerned, yes; but the item for the Chicago
and Western Indiana is not quite in that character. I do not know whether
you want me to explain it.

\ Mr. Jackman: No, it is not large. You want $9,378,000 for retiring
maturing securities, and they are set out on the schedule on page 5, all being
rolling stock certificates.

Mr. Coorer: Not all, but most of them.
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Mr. Jackmax: Perhaps you had better explain.

Mr. Cooper: Well, in the funded debt of the railway which appears in
the balance sheet as $1 billion $199 million and of which details appear on
pages 19 and 20 you see all the different securities of the national system
which are outstanding in the hands of the public at the end of 1940. Now,
some of those fall due for retirement during 1941.

Mr. Jackman: These are securities already in existence in regard to which
you are the debtor?

Mr. Cooper: Yes.

Mr. JackmaN: And you have not been able to set up funds to take care
of them. In other words, they have not been charged to operations during
the life of the equipment which would accumulate so you could meet these
maturities which fall due in 1941.

Why do you have to call upon the government to give you funds to pay off
a debt which you owe on rolling stock if you have charged the wear nad tear
on the rolling stock during the years in which it has been in use?

Mr. Coorer: To the extent that money has been provided by charges to
operations for the retirement of rolling stock, it has been our practice to use those
moneys for general additions and betterments rather than for the retirement of
capital obligations. You cannot use the money twice. If we use the sums
which are provided by charges to operations for improvement of the property,
then they are not available for the retirement of capital debts.

Mr. Jackman: You do not think it should have been earmarked as you
met the charges to operations for the specific purpose of retiring these equipment
trusts certificates?

Mr. Coorer: No, definitely not.

Mr. Jackman: We discussed that the other day. This amount of money
$9,000,000 has really been charged to current operations, but the money was used
currently rather than accumulated to meet the maturities.

Mr. Cooper: No, I would not quite agree with that. We purchase equip-
ment by the issue of equipment trust certificates which mature serially over a
period of fifteen years.” I do not know whether you are suggesting in some way
that we should take up in our operations in that fifteen-year period a sufficient
amount to retire the certificates, because if that is your suggestion then I do
not think we could accept it because obviously equipment lasts more than fifteen
years. As a matter of fact, the discharge of capital obligations in point of time
has no relation to the life of the property itself; we might issue perpetual securi-
ties, but we would not suggest that the property acquired by the issue of such
securities is perpetual. 303

Mr. Jackman: The point that still sticks in my mind is that you have a
certain amount of rolling stock against which you issue these equipment trust
certificates, and now you come to the maturity date when you want $9,000,000
to retire them, in part at least. I think you said that amounts had been charged
to operations to offset that. )

Mr. Cooper: Yes, but the amounts which have been charged to operation
have been used for general betterment and addition; they are not earmarked and
they are not available for the discharge of these equipment trust obligations.
You may think that the funds should be earmarl«;ed, that we should take the
sum available in the depreciation reserve and use it as far as it will go for the
discharge of capital debt. We prefer to apply it against general additions and
betterments. 7 Pl RS y

Mr. ARMSTRONG: You realize that this equipment is still in service.

Mr. JackMAN: Yes, it makes my point all the stronger.
Mr. ARMSTRONG: It has not been retired.
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Mr. JackMAN: 1 realize it is a financial operation.

Mr. CoorEr: 1 do not think there is any direct connection between the
redemption or discharge of the capital debt and the operating account itself.
The only effect it has may be to change the interest rate. If we change our
capital debts from one character such as equipment trust obligations and sub-
stitute a 20-year bond; that is purely a financial transaction and has no relation
to operations, and it is not conditioned in any sense upon the life of the equipment.

Mr. JackmMAN: But as I understand equipment trust certificates, they are
based on the useful life.

Mr. Coorer: No, I do not think so; not at all.

Mr. Gray: I suppose Mr. Jackman and Mr. Cooper might get together and
thresh this out in Mr. Jackman’s room and let us get on.

Mr. Cooper: Our practice with respect to accounting in this kind of thing
follows the accounting regulations of the Interstate Commerce Commission
precisely. You will find every other railroad doing what we are doing. You
will find the Canadian Pacific Railway which is often held up to us as an
example doing what we are. There is nothing wrong with it.

The CHAIRMAN: Gentlemen, I do not believe that the Canadian National
Railway system will alter its accounting unless we get at them through the
reports. I do not think that any amount of debate will make any change. It
is well to have these matters explained, no doubt, but we have had quite a
lengthy explanation and I think probably we might defer.

Mr. MayBaNk: Mr. Chairman, I indicated yesterday that I wanted to
move a resolution relative to the amount of government work the Canadian
National Railways does. I have drafted a few paragraphs of what I would like
to see put into the report, and I would like to do that now while the representa-
tives of the railway are here, because should there be anything factually wrong
they would be able to correct it. I would like to move, seconded by Mr. Hanson,
that in the report of this committee to the house the following words should
be included—or as Mr. Harris says “embalmed”, but I will say embodied, because
I believe he was indulging in a witticism when he used that word:—

Your committee has inquired carefully into the position of the
Canadian National Railway with reference to the amount of government
or government-controlled business which it receives in comparison with
the Canadian Pacific Railway, and more particularly such business of
that kind which may be said to be a result of the war, e.g., the movement
of the armed forces, the shipment of commodities for them and the
movement of munitions of war, ete.

It would appear to your committee that the railroad which is the
property of the people of Canada obtains about 50 per cent of the total
business of this kind; possibly a little less or a shade more.

Your committee feels strongly that a considerably larger share of all
such railway business should go to the National system.

Your committee is influenced towards such a conclusion, in part by
the fact that the Canadian mileage of the two systems is approximately
21,790 for the C.N.R. and 16,829 for the C.P.R., and this great difference
in miles of track would tend to show the justice of the larger share of
government and government-controlled business going to the C.N.R.

Again, the number of employees on the two railways would tend to
point to the same conclusion. Canadian National Railway employees
are about 75,000 whereas Canadian Pacific employees are about 53,000:
the ratio of about 3 to 2.

Moreover, considering the fixed charges of the two roads, it is seen
that the C.N.R. has to find a much larger sum of money for interest each
year than does the privately owned road and if the C.N.R. should fail
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to earn enough to pay its fixed charges, the people of Canada, the owners
of the road, have to tax themselves to make up the deficit. The ratio of
fixed charges of the C.N.R. to the C.P.R. is as 53 to 26. This is another
and further indication that the government should make sure that the
national road gets the major share of all government railway business
and government-controlled business.

As a result of the foregoing as well as other considerations, your
committee strongly recommends to parliament that effective steps be
taken by the government to make certain that from this time forward
the Canadian National Railway will obtain not less than 65 per cent of
all railway business which is in the control of the government of Canada.

I just wish to add to that that I do not want to be understood as making
any attack whatsoever upon the Canadian Pacific Railway. Personally
I appreciate the service that it is rendering to this country and has rendered in
the past. I have every respect for it. I think that Canada has been very well
served by it; but it seems to me that considering all of the facts that from time
to time we discover in relation to the railway business in Canada and with
relation to the manner in which the C.N.R. is carrying on, I think they lead us
inescapably to the conclusion that the people’s road—for I might call it that—
should get the major share of the sort of business that is mentioned in these
clauses that I desire to get into the report.

The CuamrmAN: May I point out, gentlemen, that this is very unusual if it
is in order. I question whether it is in order, but any motion I suppose is in
order. It is very unusual; it makes it impossible for the officials here to comment,
on a report that is not yet submitted because I do not see how we can put it in
the minutes of this committee. The usual practice in the past has been for the
committee to meet in camera and discuss these things and draft a report.

Mr. MayBaNk: Mr. Chairman, I believe I can restore order or a condition
of order if we are for the moment a little out of order. As I said when I intro-
duced this I want to do it at this time so that should there be any factual mis-
statements the officers present could correct them. May I put it this way: I am
giving notice that I shall move that this go into the report.

The CrHAmRMAN: That makes it all right.

Mr. MayBank: Then I would like to ask whether there is anything factually
wrong. I am not asking these officers to talk about the policy in regard to this.
That is not their sphere. But I should like to ask the officers if there is anything
factually wrong with that statement.

Mr. JacRMAN: And does it include the whole truth.

Mr. MayBANK: My proposed proposition is to find out if there is anything
wrong with it other than my figures. They ean go as far as they like in a further
examination of it.

The CramrMAN: We can accept this as a notice of motion and have the
officials here correct you if you have been in error.

Mr. Maysank: For your convenience then I will give you what I have
read from.

The CuamrMaN: Would it be in order for a copy of this to be left with the
officials until we draft our report to-morrow?

Mr. MayBaNk: I submit what has been said by me here now.

Hon. Mr. Carpin: Can not that be considered as a suggestion made instead
of a recommendation? £ .

Mr. Maysank: It may be, Mr. Cardin, when we are actually draftnig Qhe
report that some variation in words may be made. I am not stuck on the precise
phraseology or anything like that. My sole purpose in doing it at this moment
was, as I have said, to get any incorrect facts corrected.
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Mr. Hazen: May I ask what the motion is?

Mr. Gray: There is no motion.

Mr. Hazen: Yes, I understand there is.

The CuHAIRMAN: As the matter stands Mr. Maybank contemplates moving
that this clause be embodied in the report. But he is asking, in order to avoid
his making any misstatement, that the officials of the road who are here correct
any statement that he has made that is incorrect. He is not asking them to
comment on the motion at all, and it is up to them entirely to say anything or
nothing if they wish.

Mr. MayBaNk: The question I put to Mr. Hungerford and his associates
is: Are there any misstatements of fact there?

Mr. HungeErForD: May I ask this, Mr. Maybank, that so far as your state-
ment in respect to numbers of employees and the mileage is concerned we believe
the figures to be correct.

Mr. MayBa~Nk: I noted that from Mr. Armstrong.

Mr. ArmsTrONG: May I add these figures are as reported to the Dominion
Bureau of Statistics.

Mr. MayBank: There may have been a few taken on since.

Mr. ArmsTrRONG: No; what I meant is this: The difference in methods of
reporting may result in some variation. I do not think it would be great.

Mr. MayBank: That is sufficient for the purpose.

Hon. Mr. CarpIN: From a practical point of view do you really think it
would be possible to take the traffic that way, taking into consideration the
situation of the plants along different lines?

Mr. ArmsTrONG: It would not be impossible.

Hon. Mr. Carpin: Would not that entail much policing on the part of the
government if we undertook to do that?

Mr. Huncerrorp: It would be quite possible for the government to deter-
mine how the business was being divided by the amount of money paid by the
government to the two roads.

Mr. ArmstroNG: It has already been done in the case of the Department
of National Defence in connection with the movement of troops.

Mr. DoNNELLY: Are the employees to which you referred a moment ago full
time employees or is part time taken into consideration?

Mr. ArmstroNG: The employees are counted once a month; that is, the
average.

Mr. DonNeLLY: The average?

Mr. ArmsTRONG: Yes.

The Cmamrman: I think a motion to adjourn this meeting would be in
order, but before you do that I should like to suggest that we meet to-night and
consider the drafting of a report. Whether we all get into the drafting of the
report or not, or whether we should appoint a sub-committee, it is up to you.
Before the committee does adjourn or when it does adjourn I should like to
thank all and singly the gentlemen who have so kindly and courteously answered
all the inquiries of this committee.

Mr. Jackman: Before we do rise may I say that Mr, Maybank has elicited
an amazing array of facts. It might be well to make sure that we have all the
facts with regard to these two systems and the amount of traffic they haul
and their relation with the government. For instance, does the C.N.R. pay as
much in taxes as the C.P.R. to the government?

The Cuarman: Gentlemen, we are all out of order. I think the whole
business is out of order. We have finished with the consideration of this report.
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I think Mr. Maybank’s statement is out of order, but it is only a notice of
motion. We are gathered together to prepare the report. If the majority of
the members of the committee feel there is something in this situation that
should not be considered it will be struck out entirely.

Mr. JackmAaN: There are some important things in regard to it, Mr. Chair-
man, leaving aside the question of taxation. I was rather surprised—not while
I was sitting here yesterday but when I had time to think things over—that
someone from the Canadian National Railways, Mr. Fraser, I think, should
suggest that traffic was directed not necessarily by the ministers in charge of
various departments but by those junior to him, the deputies and those under
the deputies; and coupled with that suggestion was one from Mr. Maybank
that one of your C.N.R. officials did not have as much of an expense account as
perhaps certain other people who solicit the traffic. There was no charge made
but the inferences and innuendos are obvious. I think that if there are any
charges against any people who have the direction of government business they
should be most definite and most explicit and they should come before this
committee for further investigation.

Mr. MayBank: I think Mr. Jackman will permit me to interrupt him to
this extent to say that I intended no imputation, no bad imputation upon any-
body whatsoever, either the officers of the C.P.R. or civil servants. When I
said what I did it was half jocular, I only had in mind that very often moneys
are supplied to persons soliciting business for the purpose of making proper
social contacts and that sort of thing. It is done every day in every business.
There is nothing wrong with it. It does not come in the class of bribery or
anything like that. I certainly intended no imputation.

The CrAlRMAN: A motion to adjourn would be in order.

Mr. DonNeLLY: I move we adjourn.

Mr. Jackman: Certain facts have been brought out by officials who are
here, but there are a number of questions which implement those asked by Mr.
Maybank which might throw some light on the subject. If the chair does not
wish to entertain it that is satisfactory.

Mr. DonneLLy: I move we adjourn to meet at the call of the chair.

The CuamrMAN: Eight-thirty to-night?

Mr. Hazex: Mr. Jackman evidently has something in his mind about this
matter that he would like to ask some of the directors who are here to-day. It
seems to me that before we should embody any clause like this suggestion
to-day in our report we should have the opportunity to go into the matter much
more fully. Mr. Maybank’s suggestion, I noticed, said, “We havg inquired
carefully into the amount.” Personally I do not think we have inquired care-
fully at all. The inquiry has been a most casual one. If this matter is to be
gone into I think we should go into it more fully.

The CrarmAx: Mr. Hazen, you had your opportunity to inquire into it
carefully. I did not shut anybody off. T allowed them very very free and
full discussion. :

Mr. Hazex: You did. But this is something new and has just come up.

Mr. Gray: We went fully into it yesterday.

The Caarman: We have finished with all the reports.

Mr. Jackman: As a matter of fact some of these matters have nothing to
do with the reports. I know nothing about-the comparison of the two lines.
That matter came up and I think it is extraneous to the report. The numbgr
of man miles carried by the C.P.R. as against the C.N.R. was mentioned in
connection with soldiers.

Mr. Gray: We can decide whether we are going to incorporate Mr.
Maybank’s suggestion into the report or not when we meet in camera.
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The Craamrvan: I will make this ruling, gentlemen: if you want to ask ques-
tions of the gentlemen assembled here before this meeting adjourns we will hear
the questions, but as far as going into a general debate on the topics is concerned
I will rule against it.

Mr. Jackman: My first question is: Does the C.P.R. pay taxes to the
dominion government and to what amount other than the taxes which are paid
by the Canadian National Railways?

Mr. ArmsTrONG: We do not know in detail what the taxes of the Canadian
Pacifie Railway are. The total taxes paid by the Canadian Pacific both direct
and indirect are substantially less than those of the Canadian National Railways.
We pay in direct taxation something like $11,000,000.

Mr. Jackman: Including sales tax?

Mr. ARMSTRONG: Municipal and provincial taxes over $7,000,000. Exclud-
ing sales tax and all other taxes, those are readily discernible. In direct taxes
we pay probably $11,000,000 or a little over. Of course, on everything we buy
there is an indirect tax. Taxes are included on all materials we buy. Taking
the whole thing together we pay in taxes more than the Canadian Pacific
Railway.

. Mr. Jackman: Do you pay corporation tax now of 40 per cent on your
earnings? Are you subject to the corporation tax which is now 40 per cent on
any earnings?

Mr. ArmsTtrONG: We do not happen to have any net earnings at present.

Mr. JackmaN:  The C.P.R. will pay 40 per cent on any earnings which it
may have.

Mr. ArmsTRONG: Naturally they must abide by the laws of the country.
Mr. Jackman: How much non-productive mileage would you say was
contained in the C.N.R. system?

Mr. ArmsTrONG: Just what do you mean by that? I do not understand
your definition.

Mr. JackmaNn: T understand that is the term apparently used and means
the taking of all mileage which does not gather up traffic on the way, that is,
it is just merely between two points. : ?

Mr. ArmstroNG: Every mile of line is productive to some degree or other.
Just what do you mean by “productive”? 1 do not quite get your definition.
It is a matter of relativity.

Mr. Jackman: Yes but there are long distances between points, such
as in Northern Ontario, where you do not pick up traffic. You might pick up
traffic at a few way stations, perhaps, but it is hauled between one point and
another where there is no tributary traffic, if you like, for long stretches.

Mr. ArmsTtroNG: That is not quite correct. There are few stretches where
there is not some local traffiec. The question is how much traffic do you eall
productive; that is, when does the line become productive? If you could define
that, T might be able to give you an answer.

Mr. Jackman: Tt is a relative term, perhaps, but there must be some
stretches on both lines where the amount of traffic picked up is of such a small
percentage as compared with the amount of through traffic that it is infinitesimal,
. Mr. ArvstronG: That is true. The through traffic on the main line, for
instance, between Ottawa and Winnipeg is much more important and much
%rea;;;er in volume than the local traffic. But would you call that an unproductive
ine?

Mr. JackMaN: It certainly is not producing anything.

- Mr. Armstrong: It is producing transportation between eastern and
western Canada. '
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Mr. Jackman: Yes, but I am trying to find out whether your lines are
located so that you are in a position to acquire as much traffic as does the C.P.R.

Mr. ArvsTrRONG: I would say we are in a much better position.

Mr. JAcRMAN: As a whole?

Mr. ArmsTRONG: Oh, yes, much because of our much greater mileage in
the industrial areas. Furthermore, as far as potential traffic is concerned, I
would say we are in a much more favourable position, because we serve
territories which have not even been tapped- yet, as far as natural resources are
concerned. When I say “not even tapped,” I mean not to anywhere near their
full extent. I particularly mention the line in the vieinity of Noranda. That
line was built for one purpose as a Transcontinental line, but has developed into
a very good branch line.

Mr. Jackman: I suppose that some people might have a different opinion
as to the amount of unproductive lines held by the two systems?

Mr. ArmsTroNG: Definitely. It is a question, as I pointed out yesterday,
of what you are going to credit to the line for revenues, and what are you going
to debit to the line for expenses. In other words: when does a line become
productive or unproductive?

Mr. JackmaN: Passenger man miles is a railroad term?

Mr. ArRMSTRONG: Passenger miles, not passenger man miles; the ladies are
counted too.

Mr. Jackman: How many passenger miles for the carrying of troops or of
government people—

Mr. ArmstroNG:  We have not any such figures.

Mr. Jackman: —did you receive as against the C.P.R.?

Mr. ArmstroNG: We have not any such figures; we do not know.

Mr. Jackman: In other words, a great deal of the comparison between the
movement of government business carried by the two systems must be a matter
of conjecture?

Mr. ArmsTrONG: We know the money fairly definitely, as you saw by the
return made in the house. The money is really what we want; it is not so much
the matter of carrying passengers; it is a question of getting revenues.

Mr. Jackman: When you speak of money, take the amount, of money which
is paid to the respective railways or the amount of money which they retain;
obviously if a ticket is purchased at a C.N.R. station and part of the route lies
over a C.P.R. line, you have to pay them, and vice versa?

Mr. ArMsTRONG: Quite.

Mr. JackmAN: And the answer to that is—

Mr. ArvsTtrOoNG: I explained that, I think, yesterday, in giving an answer
to Mr. Maybank; that the return in the house showed the money paid to each
railway. In each case that would be the railroad which originated the movement.

After an adjustment was made for inter-line settlements the figures showed there :

was a slight balance, as far as we could figure it, in favour of the Canadian
National.

Mr. Pourior: What is the total mileage of the lines of the C.N.R. as com-

pared with the total mileage of the lines of the C.P.R.?

Mr. ArvsTRONG: 23,000 for the C.N.R. and 17,000 for the C.P.R.

Mr. Pourior: Therefore the mileage of the C.N.R. is considerably more
than the mileage of the CP.R.?

Mr. ArmsTroNG: Considering the total mileage of the Canadian National
and C.P.R., it is about 58 per cent for the C.N.R.

Mr. Pourtor: To be fair, it should be divided on that basis. There is a big
railway and a small one, and it is divided fifty-fifty.

4
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Mr. Mayeank: Mr. Chairman, while Mr. Pouliot is substantially in agree-
ment with me I nevertheless mention a point of order.

The CrarMAN: Yes, gentlemen; there is a motion before the committee.

Mr. MayBaNk: You opened this up. :

Mr. Pourior: I did not open up this question. :

The CuARMAN: I was permitting Mr. Jackman to ask a few questions. For
the last twenty minutes there has been a motion before this committee to adjourn.
Is the motion carried?

Some Hon. MemBERs: Carried.

The CuHARMAN: The committee stands adjourned.
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MINUTES OF PROCEEDINGS

Room 277
Moxpay, May 26, 1941.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government, met in camera this day at 11.30 o’clock, p.m.
The Chairman, Mr. J. P. Howden, presided.

Members present: Messrs. Bercovitch, Donnelly, Emmerson, Howden,
Jackman, McCulloch, Maybank, Pouliot, Sanderson, Shaw, Sissons.

The Committee took into consideration the draft of a Report submitted
by the Chairman on behalf of the subcommittee.

On motion of Mr. Maybank, the first paragraph of the draft-Report was
adopted unanimously.

On motion of Mr. Maybank, the second paragraph of the draft-Report
was adopted unanimously.

Mr. Bercovitch moved that the draft-Report as read be adopted in its
entirety and that the Chairman be instructed to make the Report as adopted
to the House.

The question being put on the motion it was agreed to in the affirmative
as follows: Yeas, 7; Nays, 2.

Mr. P. T. Coolican, Assistant Deputy Postmaster General filed with the
Committee certain statistics and estimates for the Trans-Canada air mail
service. (See appendix “A” appearing in to-day’s minutes of proceedings and
evidence.)

At 12.30 o’clock p.m., the Committee adjourned sine die.

ANTOINE CHASSE,
Clerk of the Commattee.
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REPORTS TO THE HOUSE

]

Fripay, May 23, 1941.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government begs leave to present the following as a ;

SECOND REPORT

Your Committee has considered the following Items of the KEstimates
referred to the Committee on May 6, 1941, and approves of same, viz:—

Vote No. 403—Maritime Freoight Rates Act—Canadian Na-

tional Railways Eastern Lines.:.........ccuoivuinionn. $3,350,000 00
Vote No. 404—Maritime Freight Rates Act—Railways other

than Canadian National Railways.................... 900,000 00
Vote No. 416—Canadian National (West Indies) Steamships, |

Ltd., Capital—Advances....... DT RN LR 20,000 00

Vote No. 417—Prince Edward Island Car Ferry and Terminals

s TR, R e e 400,000 00

All of which is respectfully submitted.

J. P. HOWDEN,
Chairman.
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Moxpay, May 26, 1941.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government begs leave to present the following as a

THIRD REPORT

Your Committee views with satisfaction the purchase of a block of 4 per cent
perpetual consolidated debenture stock of the former Grand Trunk Railway
Company of Canada by the Canadian National Railways Co. through the
Canadian National Railway’s Financing and Guarantee Act, 1940, and would
respectfully suggest the acquirement of the balance of this outstanding perpetual
issue. The Committee holds the same view with regard to purchase or refunding
of the 64 per cent Sinking Fund Debenture Bonds of the former Canadian
Northern Railway.

In accordance with the recommendation of the duly appointed auditors,
the Committee recommends the establishment at an early date of uniform
accounting regulations of a mandatory character applicable to all Canadian
railways under the Statutory authority of the Dominion.

Your Committee has enquired into the position of the Canadian National
Railway with regard to the amount of Government or Government-controlled
business it receives in comparison with its chief competitor, the Canadian
Pacific Railway. It would appear that in relative strength the respective
systems are as follows:—

Mileage. .. . ..... Tt & i S C.N.R. 21,790 miles of road

C.P.R. 16,829 miles of road
Number of employees........... C.N.R. 75,000

C.P.R. 53,000
Ratio of fixed charges........... C.N.R. 53

C.P.R. 26

The major differences in miles of track, number of employees and ratio of
fixed charges would indicate the desirability for a rational division of Govern-
ment-controlled business.

Your Committee, therefore, recommends that steps be tken to assure a
division of Government-controlled business more in accord with the relative
responsibility of the two roads. ;

A copy of the printed evidence taken is tabled herewith.
All of which is respectfully submitted.

J. P. HOWDEN,
Chairman.
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~ APPENDIX “A”

Orrawa, May 26, 1941.
A. CHuassg, Esq.,
Clerk, Committee on Railways and Shipping,
Room 431, House of Commons,
Ottawa, Ontario.

Dear Sir,—Enclosed herewith please find statistics and estimates for the
Trans-Canada air mail service.
The statements are self-explanatory and, I believe, will supply you with
the required information. '
Yours truly,
COOLICAN,

Assistant Deputy Postmaster General.

AR AND LAND MAIL SERVICES,
Orrawa, May 23rd, 1941.

SYNOPSIS OF THE DEVELOPMENT OF TRANS-CANADA AIR MAIL
SERVICE :

September 1, 1937—Trans-Canada Air Lines commenced Air Mail opera-
tions on September 1, 1937, when the Vancouver-Seattle route was taken over
upon the request of Canadian Airways Ltd., who had operated the service until
that date. The service was performed at the existing contract rate of 50 cents
per mile. Mail prepaid at air mail rates only was carried.

March 1, 1938—On March 1, 1938, experimental air mail flights were com-
menced between Vancouver and Winnipeg, ordinary first class mail being
carried at the rate of 50 cents per mile. The rate was increased to 60 cents
per mile on July 1, 1938.

October 1, 1938—Carriage of ordinary mail discontinued over the Van-

couver-Winnipeg route. Only mail prepaid at air mail rates carried. Leth-
bridge-Edmonton service commenced.

December 1, 1938—Service extended experimentally east to Montreal.

March 1, 1939—Service between Montreal, Toronto and Vancouver
inaugurated on night schedules.

July 18, 1939—Service between Montreal and Toronto increased by one
round trip daily.

November 1, 1939—Daylight familiarization flights commenced between
 Montreal and Moncton, ordinary mail being carried. Regular schedules were
inaugurated on January 1, 1940, and carriage of ordinary mail discontinued.

April 1, 1940—Extra daily flights commenced between Montreal and Van-

couver and a third daily trip placed on the Vancouver-Seattle route starting

April 14, 1940.

_July 15, 1940—Toronto-Windsor service commenced on a daily frequency,
which was increased to semi-daily on July 25, 1940.




nuwus?mn mmmm ke d
August 1, 1940—One extra round trip between Montreal and Tnmnto. £

e September 29, 1940—Vancouver-Seattle service reduced from ﬂmee to tw‘o
i round trips per day

- April 1, 1941—Rates reduced from 60 cents to 45 cents per mlle

i April 15, 1941—Service extended from Moncton to Halifax, and the fre- s

s quency east of Montreal increased to two round trips per day. Service betwee :
~ Montreal and Toronto increased by one round trip daily. The Moncton-Char-
lottetown A.S.S. was also taken over temporarily from the Canadian AW“Ié i
- Ltd. at the request of the Post Office Department.

Apnl 30, 1941—Toronto-New York service maugurated on a frequem'.y
of two round trips per day. :

May 12, 1941—Vancouver-Seattle service discontinued.-




STATISTICS REGARDING AIR MAIL SERVICE PERFORMED BY TRANS-CANADA AIR LINES

PREPARED BY AIR AND Lanp MarL Services Division

Gross Weight of Average Estimated Revenue Difference | Difference between
) Mail Carried Gross Attributable to Air between | Cost and Revenue in
Mail (pounds) Daily Average Mail Service Cost and terms of Poundage
Miles Poundage Cost Daily Estimated Surplus—Black
— Flown At At (Air Cost Revenue Deficit—Italic
Ordinary | Air Mail Mail (Approxi- Daily Surplus-Blk.
Rate Rate only) mate) Average |Deficit-Ital.| Per Month | Per Day
$ cts. $ cts $ cts. | § cts. | § cts
4,724 157 3,172 00 106 00 4,742 00 158 00 1,570 00 785 26
3,778 122 3,172 00 102 00 4,408 00 142 00 1,236 00 618 20
3,307 110 3,172 00 106 00 4,106 00 137 00 844 00 422 14
2,697 87 3,172 00 102 00 3,586 00 116 00 414 00 207 1
ToraL (1937)....... Q86| e 14,506 119 12,688 00 104 00 16,752 00 137 00 4,064 00 508 17
1938
A LTS o R AN AT 2,533 82 2,989 00 96 00 3,034 00 98 00 45 00 23 1
ST T T R 2,692 96 3,172 00 113 00 3,710 00 133 00 538 00 269 10
1O TR ST e o B 3,875 125 23,024 00 743 00 7,750 00 250 00 15,274 00 7,687 246
AP, i ? o 4,438 148 44,626 00 1,488 00 8,876 00 296 00 | 85,750 00 17,875 596
) E e e i R e 5,165 167 48,079 50 1,551 00 10,330 00 334 00 | 87,749 50 18,875 609
o e AR 5,980 199 49,604 00 1,653 00 11,960 00 398 00 37,664 00 18,832 628
2 (1 e S U e 7,460 241 52,004 40 1,680 00 14,920 00 482 00 | 87,174 40 18,487 600
0 Ve RSl S 7,416 239 52,387 20 1,690 00 14,832 00 478 00 | 87,4654 20 18,778 606
September............. 6,975 233 50,002 80 1,670 00 13,950 00 466 00 | 86,142 80 18,071 602
Ootober: v rces v vaus 16,173 522 61,881 60 1,996 00 32,346 00 1,044 00 | 29,435 60 14,768 476
November............. e 14,042 468 57,339 00 1,911 00 28,084 00 936 00 | 29,255 00 14,628 488
DIOBEIRBOY s Wb v 0 ik oo b's o _27,493 887 110,903 60 3,578 00 54,986 00 1,774 00 | 46,917 60 27,969 902
TorawL (1938)....... 1,098,310 | 267,168 | 104,242 286 556,193 10 1,524 00 204,778 00 564 00 | 851,435 10 14,648 481
1939
-
IRBUARY s (o L L Ol I8 18051 L f a5t 21,382 690 115,599 60 3,729 00 42,764 00 1,380 00 | 72,835 60 36,418 1,175
February............ 176,114 |.... 24,221 865 105,009 60 3,750 00 48,442 00 1,730 00 56,567 60 28,28 1,010
AYOI. i St s 216,805 42,245 1,363 129,497 40 4,177 00 84,490 00 2,726 00 | 45,007 40 22,604 726
AT e AR e v o bl ¥ 41,879 1,396 128,442 00 4,281 00 83,758 00 2,792 00 | 44,684 00 22,842 46
I e e i S S 223,510 48,844 1,576 133,227 60 4,298 00 97,688 00 3,152 00 | 85,539 60 17,770 578
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46,955 1,565 129,058 80

June. .. 215,830 4,302 00 93,910 00 3,130 00 | 85,148 80 17,674 586
July.... 234,318 49,580 1,599 139,712 40 4,507 00 99,160 00 3,198 00 | 40,6562 40 20,276 6454
RURORL. o e s 247,320 53,648 1,731 147,806 40 4,763 00 107,296 00 3,462 00 | 40,510 40 20,255 653
September:. . LT 238,313 52,388 1,746 142,015 20 4,734 00 104,776 00 3,492 00 | 37,239 20 18,620 621
Ooibare. i S 8 244,382 48,411 1,562 143,746 20 4,637 00 96,822 00 3,124 00 | 46,924 20 23,462 787
NOVeIbBOr: v ois v v 275,506 62,205 2,073 162,367 20 5,412 00 124,410 00 4,146 00 | 37,957 20 18,979 633
Pgeamber. .7, . L s 269, 640 74,575 2,406 156,390 60 5,045 00 149,150 00 4,812 00 7,240 60 3,620 117
Total (1939)....... 2,754,356 68,727 | 566,333 1,552 | 1,632,873 00 4,474 00 | 1,132,666 00 3,104 00 | 400,207 00 20,842 685
1940

R F S o A S S AR 28081 |l | 64,880 2,093 159,978 80 5,161 00 129,760 00 4,186 00 | 30,218 80 15,109 487
269,015 ... AL 63,701 2,197 152,653 20 5,264 00 127,402 00 4,394 00 | 25,251 20 12,626 451

209977 (s cainosa 64,685 2,087 159,056 40 5,131 00 129,370 00 4,174 00 | 29,686 40 14,848 479

SELahd 2. or s 57,235 1,908 227,591 40 7,586 00 114,470 00 3,816 00 | 113,121 40 46,4661 1,752

431,471 76,536 2,469 258,360 00 8,334 00 153,072 00 4,938 00 | 105,288 00 52,644 1,698

403,856 68,270 2,276 241,946 40 8,065 00 136,540 00 4,552 00 | 105,406 40 52,703 1,428

443,859 78,765 2,544 265,165 80 8,546 00 157,530 00 5,088 00 | 107,635 80 53,818 1,738

485,076 86,664 2,796 290,058 00 9,357 00 173,328 00 5,692 00 | 116,730 00 48,366 1,883

465,718 86,078 2,869 278,949 60 9,298 00 172,156 00 5,738 00 | 106,793 60 53,397 1,780

475,626 |0 v vk 94,164 3,038 284,746 80 9,185 00 188,328 00 6,076 00 | 96,418 80 48,209 1,645

Novemberi ... covoun o 437,425 |.......... 89,829 2,994 258,894 60 8,630 00 179,658 00 5,988 00 | 79,236 60 39,618 1,321
IDRCOTADRY. T3 i s ie irny 4255068 1. ... v 96,230 3,104 254,962 20 8,225 00 192,460 00 6,208 00 | 62,602 20 81,241 1,008
Torar (1940)....... 4,108 99811 L 1ol 927,037 2,533 | 2,832,363 20 7,739 00 | 1,854,074 00 5,066 00 | 978,289 20 40,762 1,336

EstimATED REVENUE ATTRIBUTABLE To AIR MAIL SERVICE is approximate and gives only a very general idea of the situation. Itsuse lies principally in observing
the trends in air mail development and should not be considered as an accurate profit and loss statement. Several factors prevent its computation with any degree
of accuracy.

: Thg poundage figures listed show gross weights, containing a certain amount of duplication due to the same mails being carried over more than one link of the

service. Any attempt at obtaining net figures for strictly new air mail would involve a costly system of recording with a probable slowing up of transmission.

2. Mail prepaid at air rates, but given surface routing, does not appear in the poundage figures; nevertheless, the extra revenue derived therefrom is directly
attributable to the existence of the air mail service.

3. The various Branches of the Post Office Department are auxiliary to and dependent upon each other, thus preventing an exact segregation of revenues and costs
to one Branch. Nor canany practical means be devised for determining accurately the revenue per pound of air mail. The following system has been employed
whiech, it is believed, gives a fairly close estimate:

Sampling has shown an average of fifty letters to the pound, prepaid at 6c. per letter; of this, 3c. is the air surcharge. To this surcharge is added Ic. as
the saving to surface transport caused by air transmission. The revenue attributable to air mail service, is therefore, estimated at 4c. per letter.

ONIddIHS ANV SAVMTIVY
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CHART SHOWING PROBABLE COSTS AND REVENUES FOR TY%%E{%?%&QANADA AIR MAIL SERVICE DURING YEAR 1941 AND FISCAL

Prepared by the Air and Land Mail Services Division

The statistics for the month of January 1941 show the actual sxperience,’and, using this month as a basis, an estimate was made of the poundage for the balance
of the calendar and fiscal years in the following manner:

(1) Pounpace—An analysis of the Daily Average Poundage, shown on Page I, discloses the fact that since March 1939; i.e., since the inauguration of overnight
schedules and a regular transcontinental air mail service, the Daily Average Air Mail Poundage carried has increased by an average rate of 4% per month approxi-
mately. Assuming therefore that this rate of progressive growth will continue during the next year, the poundage for the months February-December 1941 was es-
timated by increasing the January 1941 Daily Average Poundage by 4%, per month. The poundage for January 1942 was estimated by pro rating the estimated dail;
average poundage for December 1941 according to the ratio of January 1941 to December 1940 poundage. This was done in line with the observation that the mont
of January also shows a marked decline in air mail poundage in relation to the preceding month. The figures for February and March 1942 were computed by increasing
the average daily poundage for January 1942 by 4%, per month.

(2) MrLeace AND Cosr—Figures for January 1941 show the actual experience, the others being estimated as follows:

(a) February and March, 1941: 95% performance of schedules (15,144 miles daily) at 60c. per mile.

(b) April, 1941-March, 1942 inclusive: 97% performance of schedules at 45¢. per mile. It has been assumed that the current schedules will remain unchanged
for the balance of the fiscal year.

Percentage performance according to Trans-Canada Air Lines Tentative Operating Budget for 1941.

(3) EsTIMATED REVENUE ATTRIBUTABLE TO ATR MAIL SErvVIcE—See footnote to Page I.

Gross Weight of | Average Estimated Revenue Difference | Difference between
Mail Carried Gross Attributable to Air between | Cost and Revenue in
Mail (pounds) Daily Average Mail Service Cost and terms of Poundage
Miles Poundage Cost, Daily Estimated Surplus—Black
1941 Flown At At (Air Cost Revenue Deficit—Italic
Ordinary | Air Mail Mail (Approxi- Daily Surglus—Blk.
s Rate Rate only) mate) Average |Deficit-Ital.| Per Month | Per Day
$ cts. $ cts. $ cts. | $§ cts. | § cts.

ST e i AP SN P 44R78700 [t Vs 82,920 2,677 265,602 00 8,568 00 165,840 00 5,354 00 | 99,762 00 49,881 1,609

WEDTUREY <20 0 oo o sode 402,830 |.......... 77,952 2,784 241,698 00 8,632 00 155,904 00 5,568 00 85,794 00 42,897 1,632

) SRR R e AABTOE 1B L s 89,745 2,895 | 267,595 00 8,632 00 179,490 00 5,790 00 88,105 00 44,063 1,421

7o AR U e et F R 472,082 % i i, 90,330 3,011 212,414 00 7,080 00 180,660 00 6,022 00 81,764 00 15,877 529

Ry O R S e o 551,400°). . oo es 97,061 3,131 248,130 00 8,004 00 194,122 00 6,262 00 | 64,008 00 27,004 871

T R TE L S 528,089 . ... 97,680 3,256 237,910 00 7,930 00 195,360 00 6,512 00 | 42,631 00 21,816 710

4L e e T SRS 840,819 |+ vy 104, 966 3,386 245,840 00 7,930 00 209,932 00 6,772 00 | 85,908 00 17,954 579

O Jin by ot s bk o5 s e 88,302 | coil s 109,151 3,521 245,840 00 7,930 00 218,302 00 7,042 00 27,538 00 13,769 A

September. . ........... 828,680, ..., .. .5 109,860 3,662 237,910 00 7,930 00 219,720 00 7,324 00 18,271 00 9,135 305

allGotobeni i L, Ll 546,312 |5 A 118,048 3,808 245,840 00 7,930 00 236,096 00 7,616 00 9,744 00 4,872 157

& ! November............. BA8. UBY 1., e 118,800 3,960 237,910 00 7,930 00 237,600 00 7,920 00 391 00 195 7

£ Bevembole: 3 . s L d D R 127,658 4,118 245,840 00 7,930 00 255,316 00 8,236 00 9,476 00 4,738 153
ToraAL—CALENDAR

’g NEAR 1081 . . ot G, 088,288 1. ...¢0. 5. 1,224,171 3,354 | 2,932,529 00 8,034 00 | 2,448,342 00 6,708 00 | 484,430 00 20,185 664
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1942
B ES 1170 o SRR RSN Y S46.812 }... . .:... 4 110,112 3,852 245,840 00 7,930 00 220,224 00 7,104 00 25,616 00 12,808 413
'February ............... ORI, A 103,432 3,694 222,049 00 7,930 00 206,864 00 7,388 00 15,185 00 7,692 271
47 8 T R O L o ARSI, 119,102 3,842 245,840 00 7,930 00 238,204 00 7,684 00 7,636 00 3,818 123
ToraL—F1scaL YEAR :
19411942, . . v s e 6,880,814 |. . ...iias 1,306,200 3,579 | 2,871,363 00 7,867 00 | 2,612,400 00 7,157 00 | 259,206 00 10,800 356

The following table showing actual results for February, March and April 1941 compares favorably with the estimated poundage for the thiee months as shown
above It should be noted that the figures for January in the above chart, show the actual results and are therefore excluded from the table below. The actual
poundage has in every month so far exceeded the estimated figure by a comfortable margin. The estimated cost has also been exceeded due to the fact that per-
centage performance has been better than anticipated. :

The figures for the month of April 1941 do not include statistics for the Moncton-Charlottetown Air Stage Service which has been taken over temporarily by

the Trans-Canada Air Lines since April 15, 1941, at the request of the Department. g‘:
S
Gross Weight of Average Estimated Revenue Difference (Difference between E
Mail Carried Gross Attributable to Air between |Cost and Revenue in ~
Mail (pounds) Daily Average Mail Service Cost and terms of Poundage ]
Miles Poundage Cost Daily Estimated Surplus—Black
— | Flown At At (Air Cost ] Revenue Deficit—Italic .
Ordinary | Air Mail | Mail (Approxi- Daily Surplus-Bik. ol
Rate Rate only) mate) Average | Deficit-Ital. |PerMonth| Per Day >
| .
$ cts. $ cts. $ cts.’| $ cts. | § cts. ~
1941 g
Pebruary; /. i Lok 417,837 |i,.oaivrns 82,487 2,946 249,819 00 8,922 00 164,974 00 5,802 00 | 84,8456 00 42,428 1,616 5
b, h g T R ABAYY 1T e e 91,453 2,950 275,251 80 8,879 00 182,906 00 5,900 00 | 92,846 00 46,173 1,480 Q
APPH. L i 488IH2Y LT s 99,071 3,302 216,629 80 7,221 00 198,142 00 6,604 00 18,488 00 9,244 308
7 5
— \“I
& !
i
- -N._x s I g =
i A AR A Y] o 13 ¢ Lt 7 e Sl e





































