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ORDERS OF REFERENCE

House or CoMMONS,
Tuespay, 16th October, 1945.

Resolved,—That a sessional committee on Railways and Shipping owned,
operated and controlled by the Government be appointed to consider the accounts
and estimates and bills relating thereto of the Canadian National Railways, the
Canadian National (West Indies) Steamships, and Trans-Canada Adir Lines, sav-
ing always the powers of the Committee of Supply in relation on the voting of
public moneys; and that the said committee be empowered to send for persons,
papers and records and to report from time to time, and that,. notwithstanding
Standing Order 63, the said Committee consist of Messrs. Chevrier, Clark, Coyle,
Beaudoimn, Belzile, Bourget, Emmerson, Gibson (Comox-Alberni), Harkness,
Harris (Grey-Bruce), Harris (Danforth), Hazen, Jackman, LaCroix, Lockhart,
Maybank, McCulloch (Pictow), Moore, Mutch, Nicholson, Picard, Reid, Shaw.

Attest.

R. T. GRAHAM,
Assistant Clerk of the House.

WebNESDAY, October 17, 1945.
Ordered,—That the following Reports be referred to the said Committee:—

Financial Budget of the Canadian National Railways System and
the Canadian National (West Indies) Steamships, Limited, for the year
1945.

Annual Report of the Directors of the Trans-Canada Air Lines for
the year ended December 31, 1944.

Annual Report of the Canadian National Railways system for the
year ended December 31, 1944.

Annual Report of the Canadian National (West Indies) Steam-
ships, Limited, for the year ended December 31, 1944.

Annual Report of the Canadian National Securities Trust for the
year ended December 31, 1944,

Report of the firm of George A. Touche and Company, Auditors
of the Accounts of the Canadian National Railways System, Canadian
National Railways Securities Trust, Trans-Canada Air-Lines, Canadian

National (West Indies) Steamships, Limited, for the year ended Decem-
ber 31, 1944,

together with the following items of Estimates for 1945-46:—

Vote 377, Maritime Freight Rates Act, Canadian National Railways;

Vote 378, Maritime Freight Rates Act, Railways other than Can-
adian National Railways; ;

Vote 421, Prince Edward Island Car Ferry and Terminals Deficit.
And that the Resolution passed by the House of the 7th September, 1945

referring certain Estimates to the Committee of Supply, be rescinded in so far
as the said Resolution relates to votes Nos. 377, 378 and 421.

Attest,

R. T. GRAHAM,

Assistant Clerk of the House.
47599—13 :
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Trurspay, 18th October, 1945.

Ordered—That the said Committee be authorized 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.

Ordered,—That the said Committee be given leave to sit while the House
in sitting.

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

R. T. GRAHAM,
Assistant Clerk of the House.



RAILWAYS AND SHIPPING v

REPORT TO THE HOUSE
TraUrsDAY, 18th October, 1945

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government, begs leave to present the following as its

First REPORT
Your Committee recommends:

1. That it be authorized 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 given leave to sit while the House is sitting;
3. That its quorum be reduced from 12 to 8 members.
All of which is respectfully submitted.

RALPH MAYBANK,
Vice-Chairman.

Concurred in October 18, 19/5.
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Room 429,
TaurspAY, 18 October, 1945

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. Beaudoin, Bourget, Chevrier, Coyle, Emmerson,
Gibson (Comoz-Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman,
LaCroix, Lockhart, Maybank, Mutch, Nicholson, Reid and Shaw.

The Clerk of the Committee invited the members to proceed with the
election of the Chairman. Whereupon, Mr. Maybank proposed, seconded by

Mr. Beaudoin, that Mr. Murray Clark, a member of The Committee, be elected
Chairman.

And there being no other nomination the question on the motion was

put and carried unanimously, and Mr. Murray Clark was declared elected
Chairman.

Mr. Maybank explained that Mr. Murray Clark, the Cha.irmaﬁ-ele.ct,
was unavoidably absent and suggested that the Committee proceed with

the election of a Vice-Chairman who would preside in the absence of the
former.

The Clerk having invited nominations thereto, Mr. Harris (Grey-Bruce)
proposed, seconded by Mr. Emmerson, that Mr. Maybank be nominated Vice-
Chairman. And there being no other nomination the motion was put and

carried unanimously. Mr. Ralph Maybank was declared elected Vice-Chairman
and he took the Chair.

The Committee decided to ask leave to print its minutes of proceedings
and evidence, to sit while the House is sitting and to reduce its quorum.

On motion of Mr. Reid,

Resolved—That the Committee ask authority 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.
On motion of Mr. Reid,
Resolved,—That the Committee ask leave to sit while the House
is sitting.
On motion of Mr. Nicholson,

Resolved,—That the House be asked to reduce the quorum of the
Committee from 12 to 8 members.

It was agreed that Mr. Maybank, Vice-Chairman of the Committee,

would present the necessary Report to the House and ask for its concurrence
in the above recommendations. ‘

Mr. Chevrier, Minister of Transport, stated that the Officers of Canadian
National Railways would be available to the Committee on Monday, 22nd
October or thereafter. However, the Minister added, the Officers of Trans-

vii
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Canada Air Lines might not be available for some time. Therefore, he suggested,
the Committee might wish to proceed now with any business other than that
which relates to Trans-Canada Air Lines before the Committee, and if necessary
adjourn until such time as the Officers of Trans-Canada Air Lines are available
for hearing.

Some considerable discussion followed. Some members, while recognizing
that the officers of the Transport companies should not be unduly held for too
long a period in Ottawa, felt that sittings should be so arranged as not to
interfere too much with the duties of the members of the Committee engaged
on other Committees, having regard also to the business of the House.

On motion of Mr. Hazen, it was finally agreed that the Committee would
adjourn until 11 o’clock a.m. Tuesday, October 23, 1945, at which time Mr.
R. C. Vaughan, Chairman and President, Mr. N. B. Walton, Executive Vice-
President, and Mr. T. H. Cooper, Comptroller, of Canadian National Railways,
would be heard.

Room 429,
Tuespay, 23rd October, 1945.

\

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

Members present: Messrs. Chevrier, Clark, Coyle, Beaudoin, Bourget,
Emmerson, Gibson (Comoz-Alberni), Harkness, Harris (Grey-Bruce), Harris
(Danforth), Hazen, Jackman, LaCroix, Lockhart, Maybank, Moore, Mutch,
- Nicholson, Picard, Reid, Shaw.

In attendance: Mr. R. C. Vaughan, Chairman and President, Mr. N. B.
Walton, C.B.E., Executive Vice-President, Mr. T. H. Cooper, Comptroller, Mr.
W. S. Thompson, Director of Public Relations, of the Canadian National
Railways; also, Mr. H. J. Symington, C.M.G., C.R., President of Trans-Canada
Air Lines and Mr. C. P. Edwards, O.B.E., Deputy-Minister of Transport.

_ The Chairman thanked the members for his election to the Chair and offered
his apologies for his absence at the previous meeting.

~ Mr. Vaughan was called and made a statement to the Committee, following
which he read his Annual Report of the operations of Canadian National
Railways for the calendar year 1944.

In answering questions thereon from the members, Mr. Vaughan was assisted
by Mr. Walton and Mr. Cooper.

At 1 o'clock p.m., the Committee adjourned to meet again the same day
at 8 o’clock p.m.
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The Committee met again at 8 o’clock p.m., Mr. Murray Clark, Chairman,
presided.

Members present: Messrs. Chevrier, Clark, Coyle, Beaudoin, Belzile,
Bourget, Emmerson, Harkness, Harris (Grey-Bruce), Hazen, Jackman, LaCroix,
Maybank, Moore, Mutch, Nicholson, Picard, Reid, Shaw.

_ In attendance: The Officers of Canadian National Railways mentioned as
in attendance at the morning meeting.

The Committee resumed consideration of the Annual Report of the operations
of Canadian National Railways for the calendar year 1944. Mr. Vaughan
was heard and assisted by Messrs. Walton Cooper and Thompson.

At the conclusion of the study of the Report Mr. Maybank proposed the
adop@mn of the said report and the question being put, the motion was carried
unanimously.

At 10.10 o’clock p.m. the Committee adjourned to meet again at 4 o’clock
p-m., Wednesday, 24th October, 1945.

ANTOINE CHASSE,
Clerk of the Committee.






MINUTES OF EVIDENCE

House or COMMONS,
October 23, 1945.

The Standing Committee on Railways and Shipping met this day at 11
o'clock am. The Chairman, Mr. S. M. Clark, presided.

The Cuamman: Gentlemen, I want to apologize for not being at your
organization meeting. I happened to be away at the time. However, I appre-

ciate the honour you have conferred on me of making me chairman of this
committee.

I think every one realizes that the men we have here from the Canadian
National Railways are busy men. I do not suggest that we should not fca,ke
their time, for they are here for that purpose; but if we can run our committee

as expeditiously as possible, I know they will appreciate it and I think the
members should too.

It has been suggested as a course of procedure, which will be followed if
it meets with your approval, that the C.N.R. report be first taken up, then the
bpdget for the coming year. T might say that we are having two reports run-
ning pretty closely together, because another report will be here shortly, in
anoth_er few months. Then perhaps the auditor for the C.N.R. could give you
jche picture from his point of view. Perhaps that is enough to start with. If that
1s agreeable to you, that is the way we shall proceed.

We have with us the president of the Canadian National Railways, in
pursuance of the arrangement made at your last meeting that these officials

be here. I would call on Mr. Vaughan, the president of the Canadian National
Railway to give his report at this time.

; Mr. R. C. VaveHAN: I think, Mr. Chairman and members of the com-
mittee, for the benefit of the new members I might read a short resume of some

things that we have accomplished. I shall do that with your permission, Mr.
Chairman, and the permission of the members.

Each member of the committee has been furnished with a copy of our
report for 1944 and we shall be pleased to have it examined and discussed in
as much detail as the committee may desire. The report with its accompanying
accounting and statistical statements is a clear resume of the business transacted
by the railway during the year 1944, but in addition there have been included
statistics indicating the gigantic task performed by the railway since the out-
break of war to the end of 1944. I have received many congratulatory letters
since the report was published as to its style and contents and the public press
also has been very kind in its' complimentary expressions as to the work done
by the railway and of the results which have been attained. The railway has
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proved itself to be a valuable national asset in a time of grave emergency, and
has clearly demonstrated its earning power and its ability to handle an immense
volume of business economically as well as expeditiously.

The committee will please note the report is dated March 15th last. I
point this out lest there be in any quarter a misconception as to why we are
reporting at this late date on our 1944 operations. The delay in the committee’s
consideration of the report, of course, has been caused by the short session of
the last parliament. But time marches on and I rather expect you will be
more interested in our present situation than with the results obtained in 1944.
Our budget both on capital and operating account for 1945 will be placed before
you.

For the nine months ending September 30, 1945 our gross revenue was
$327,320,000. This was $28,000 or 3/10 of 1 per cent less than for the cor-
responding period of 1944. To the end of August our revenue had been slightly
larger than in the previous year, but during September the trend turned down-
wards and for that month we had a decrease of $2,350,000, or 6.2 per cent. Our
budget forecast is based on the assumption that our revenues in the last quarter
of the year will be 6.5 per cent under 1944, in which event they will approximate
$433 millions for the full year as compared with $441 millions in 1944, a
decrease of $8 millions or slightly less than 2 per cent. At $433 millions they
will average $1,186,000 per day Sundays included, which indicates the tre-
mendous volume of business depending on our railway for transportation. Prior
to the war only in one year—1928—did our revenues exceed $300 millions.
The figures for the last seven years are:—

115 R s M e P L S R $203 millions
e e O e 247 ok

8L S TS G CaE P LI 304 5

L e e S R R T ey 375 :

107 S R e N R s At e L 440 b5

L L S SRR R S i e 441 “

L e e N it A el 433 4 (estimated)

For the nine months ending September 30, 1945, our operating expenses
were $265247,000. This was $1,690,000 or 6/10 of 1% less than for the
corresponding period of 1944, Our budget forecast for the full year 1945 is
for a total expense of $354,800,000 compared with $362,500,000 in 1944, a
decrease of $7,700,000 or slightly more than 2%.

Assuming our forecasts are found to be reasonably correct we shall have
net revenue in 1945 of $78,200,000 compared with $78,600,000 in 1944, and after
providing for other income charges and for interest payable to the public and
to the government we expect to report an overall surplus of $25 millions, or
$2 millions more than in 1944.

Some of the new members of this committee may not be aware of the
provisions which we have been making in our accounts in view of the excep-
tional conditions which have prevailed during the war years. We have not
attempted to make reports on the most favourable basis. We have been con-
cerned to charge against revenue all normal and special costs created by war-
time conditions so that no portion of such costs shall be carried forward to the
post-war period. :
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Deferred Maintenance

Due to shortages of labour and materials, repairs and rene?vals not
immediately essential have had to be deferred. Controls over maintenance
expenditures had to be enforced so that the limited supply of labour and
material could be utilized to maintain safe operating conditions. To the
extent repairs and renewals not immediately essential have been deferred a
reserve has been provided by direct charges to operating expenses. The reserve
at the end of 1944 amounted to $34 millions and we expect to provide a
further sum of between $6 and $7 millions in 1945. This is a cash reserve,
the funds being invested in Victory Bonds.

War Projects—Amortization

Since the outbreak of war and apart from the acquisition of additional
rolling stock, approximately $15286,000 has been expended on capital account
for so-called war projects, involving the construction, extension or improvement
of tracks, yards, sidings and other railway facilities. It has been considered
the end of the war will terminate the usefulness of some portion of these
facilities and that in such case the capital expenditure involved, less salvage,
should be amortized by charges to operating expenses. The amount so amortized

to the end of 1945 will total $3,826,000. This reserve fund is also invested in
Victory Bonds. :

Depreciation

Prior to the war the practice was followed on our Canadian lines of charging
to operating expenses the loss when units of property were destroyed or worn
out in service. This related to both fixed property and to rolling stock. In
1940 depreciation accounting was adopted with respect to rolling stock. This
matter is the subject of a separate memorandum which has been prepared for
the information of the committee, following a suggestion made by Mr. Jackman.
During the six years 1940-1945 the total charge to operating expenses for
system equipment depreciation aceruals will have been $98,427.000. The funds
thus made available have been used to finance our capital expenditures.

Inventory Reserves

Notwithstanding price controls the war brought in its train substantial
increases in the price of materials used in railway maintenance and operation.
The purchase price of fuel now averages $6.02 per ton against $4.016 in 1939.
Treated ties average $1.90 each against $1.35 and untreated ties $1.26 each
against 61 cents each. New rail costs $7.73 per ton more and there has been
an increase in the price of other railway material of about 174%. To provide
against loss which might have to be taken if there were any important recession
in the post-war prices, involving a write-down of our inventories, a reserve of
$7,524,000 has been provided by charges to operating expenses. This reserve
fund also is invested in Victory Bonds.

Pension Contracts

Previous to 1943 reserves had not been set up against annuity contracts
issued by the railway company to employees going on pension under the 1935
contractual plan. Theretofore the practice had been to charge currently to
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operating expenses the actual pension payments made at the expense of the
company.  Advantage has been taken of the high revenues of the war period
to put the accounting for pension contracts on to a fund reserve basis. The
total additional revenue which will have been set aside 1943 to 1945 under
this arrangement is $25,926,000. This reserve also is invested in Victory Bonds.

The committee I am sure will agree we have amply protected our post-war
revenues against delayed wartime costs.

Apart from these special provisions we have had to shoulder higher wage
rates and higher unit prices for materials. We estimate that last year alone
these two factors inereased our costs over the 1939 price level by $67,823,000.

In spite of these added costs and the special provisions I have mentioned
the railway has earned a substantial surplus which has been paid in to the
federal treasury. While we get much satisfaction from the work we have
accomplished we have also made a significant contribution to the financing of
the war itself. Our surplus earnings during the six war years (1945 estimated
at $25 millions) will have amounted to $95,780,887. This amount has been paid
in to the government in cash. We have also paid to the government $80,271,910
in cash for interest. We have paid $66,500,000 in cash for duty and sales tax.
We have invested $77,776,000 in Victory Bonds from the reserves which T have
mentioned. The total of the figures I have given is $320,328,797. In addition
_to this huge sum we have financed capital expenditures out of the amount
available from depreciation reserves to the extent of $98,427,000.

* That is what the company has done. In addition our employees have made
Victory Bond subseriptions through our payrolls amounting to $62,813,200.
That is to the end of September, 1945. A further $16 millions of Vietory Bonds
have been purchased from their pension fund contributions. I do not know
what their individual income tax payments would amount to but we deducted
from their 1944 pay cheques on tax account the sum of $21,076,301.

The war has demonstrated beyond any doubt the capacity of the Canadian
National Railways to handle traffic in tremendous volume and it is obvious
from the figures I have given that with volume the railway can be operated at
a profit. I feel it is necessary, however, to sound a note of caution. It is
probable that with the war emergency over, traffic will recede from its wartime
levels. To what extent it will recede we shall have to wait to find out. All
the indications are that there is going to be more work in Canada than there
was prior to the war and that there will be more work for the railways. In the
past the railway could earn a surplus on a gross revenue of $300 millions. The
picture has changed in the interval because prices for labour and material have
been substantially increased.

There has been some reduction in our interest charges but they still absorb
far too large a proportion of our gross earnings. Last year 11:44% of our gross
revenues were absorbed by our fixed charges. In 1939 the proportion was
26-24%. May 1 indicate to the committee how we compare in this respect
with other major railroads? . (See exhibit attached).

I am sure anyone studying these figures will be convinced that the burden
of fixed charges on the Canadian National Railways is a very heavy one and
one which may be more than the railway can carry if there should be any sub-
stantial decline in gross revenues and should operating costs remain at the
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present level. Our greatest problem has been and will continue to be one of
obtaining sufficient volume of traffic to enable us to meet our enormous 1n_terest
charges. We shall continue to operate the railway as efficiently and econqmlcally
as possible. That has been our policy during the war notwithstanding our
greatly increased income which has been more than double what it was in 1939.
It will continue to be our policy.

TOTAL DEBT AND RATIO OF FIXED CHARGES TO REVENUES

Miles _ Ratio of
of Road| Operating Total Debt Total Fixed Charges
Oper- Revenues Fixed Charges| to Operating
ated Revenues
$ $ $ 1939 1944
U.S. Class I Roads......... 1939 | 233,277| 3,955,004,251(10, 352,646,039 607,740,479 15245 oo
1944 | 228,624| 9,435,446,955| 9,830,186,255{ 566,400,041 |........ 6.00
Pennsylvania............... 1939 | 10,270| 430,930,778 692,114,134| 79,595,750 | 18.47 |........
1944 10,098| 1,010,015,912 644,425 247 15,530,800 1 5 oot 7.48
New York Central......... 1939 11,008 341,086,708 685,780, 343 48,103,444 S i SR
1944 10, 746 714,963, 385 612,719,371 46,187,801 |........ 6.46
Southern Pacific............ 1939 13,069 217,572,889 716,781,019 30,007,291 1389 B oy
1944 12,595 628, 223, 517 580, 444,416 24,660,432 |........ 3.93
Atchison, Topeka and 1939 13,443 160, 039, 967 332,127,036 11,056, 699 B9% T rasEss
Santa Fe. 1944 13,103 528,080,530, 243,662, 500 10,080,425 |........ 1.91
Union Paeific.: . . ci . 1939 9,901 164,253,371 359,969, 867 14,221,976 % e e
1944 9,781 506, 590, 966 380,749, 652 ;188,881 1. . 0 2.99
Baltimore & Ohio.......... 1939 6,307 161,030,252 677,153,821 20,421,656 1256081 iy
1944 6,144 387,193,036 583,044,588 17,742,199 |........ 4.58
Canadian National........,.. 1939 | 23,668 203,820, 187| 1,308,783 392 53,488,166 | 26.24 |........
% 1944 | 23,496 441,147,510| 1,274,557,778 50,474,480 |........ 11.44
Canadian Pacific........... 1939 | 17,176] 152,148,993 523,848,955 24,700,692* 16.12 |........
1944 17,030, 320,262,132 401,321,229 20,185,720%........ 6.30

* Fixed Charges ex Soo Line Guaranteed Interest.

I shall now proceed with the reading of the report of the chairman and

~ president of the Canadian National Railways.

Mr. Maysank: Before you go on to that, might I say this. In other years
we very often adopted the practice of asking questions as we went along. I
should like to make the suggestion that, as this report is only three or four
pages in length, we wait until it is concluded before asking questions.

Mr. Vaveuan: That would be very helpful if the members agree to it.

The Cuamman: Does it méet with the approval of the committee, that
Mr. Vaughan present his report before questions are asked.

Some Hon. MEMBERs: Agreed.

The CuarMAN: Then go ahead, Mr. Vaughan.
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Mr. VAUGHAN:

Tue HONOURABLE THE MINISTER OF TRANSPORT,
OTTAWA.
Sir,
In conformity with The Canadian National-Canadian Pacific Act, 1936,
the Board of Directors submit the following report of the operations of the
Canadian National Railways for the calendar year 1944.

The fifth full year of the war, which brought victory after victory to the
United Nations, made greater demands upon the people of Canada. The
Canadian National Railways were again privileged to join the citizens of the
dominion and its allies in meeting the challenge.

A review of the year’s traffic reveals the magnitude of the work accom-
plished by the company. Revenue freight amounted to 80,851,179 tons and
the number of passengers transported was 35,928 212. The system carried
almost twice as much freight and four times as many passengers as in 1939,
without serious deterioration in service. Inconveniences were kept to a minimum
and carefully scrutinized with a view to correction. Over the years, the company
has kept abreast of railroad development making for improvement in both equip-
ment and methods and it was this, coupled with the efficient cooperation of
the staffs and the active collaboration of the shipping and travelling public,
that enabled the company to cope with the strain of the war traffic.

Gross revenues rose slightly in 1944, but with a large increase in operating
expenses due to higher wage rates, higher prices of materials and additional
maintenance of track and equipment, the net operating revenue was not as great
as in the previous year.

As compared with 1939, the higher wage rates added $47,823,000 to the
payroll and the higher unit prices added approximately $20, 000000 to the cost
of materials.

As the result of the 1944 operations a cash surplus of $23,027,000 has been
turned over to the federal treasury, after the payment of interest due the public
and the government.

The following is a summary of operating results. The full income statement
appears on the opposite page.

1944 1943

DL AbIDGT PENERUCE. . s v duiiiteleas svakenwaadeie sus s aa it oot o $441,147,510 35 $440,615,954 58
BT RS, SRPEARER =, s b s e ST b s e B ey Ak 362,547,043 53 324,475,669 50
Nl ODEYALINE TEYEDUE < o5 5o floss s i siine e a's vovoanssd oo $ 78,600,466 82 $116,140,285 08
Revenue appropriated for pension reserve................. 19,069,000 00
Net operating revenue after appropriation for pension

ROHOTIEE 1o ot T 0 oy O o S Clo o o o o it B s &0 b € e m iy $ 78,600,466 82 $ 97,071,285 08
Taxes, equipment and joint facility rents.................. 10,875,822 81 15,437,346 89
Net railway operating income. ..:..ceeeeereruoeeenssnensn $ 67,724,644 01 $ 81,633,938 19
Other income, less deductions............. Or. 3,871,920 27 3,668,518 37
Interest on funded debt—public 28,135.938 36 30,998,196 32
Tnterest on governmient OB« . b« s e s soetonse s oslonioe 19,933,701 57 18,664,848 01
SRBR BOYDIIE -k i voavis s s o e e s s s e vt $ 23,026,924 35 $ 35,639,412 23
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7
RESULT OF 1944 OPERATIONS
CONSOLIDATED INCOME ACCOUNT
RAILWAY OPERATING REVENUES: 1944 1943
R B e R SV L st i i ata o A oy e 1k i i Sw $321,588,728 39 $324,899,723 64
1T R DS e RS e R 2 RS R I 69,776,256 67 66,891,033 94
e e T e S S A e ol © o v e o s 4,204,761 03 4,047,893 92
TEXDRBRRL o o ines e 0o i oS e A SOl S e mwd i Rrare ¥ 18,008,142 96 17,490,783 01
Commercial Telegraphs:...ocecosssssasecssosessoassses 7,012,442 34 7,103,475 65
BT B i S e e A e S S L R P 20,557,178 96 20,183,044 42
ToTAL OPERATING REVENUES....cuoeivsancoosss $441,147,510 35 $440,615,954 58
RATLWAY OPERATING EXPENSES:
Maintenance of Way and Structures.................... $ 76,503,925 59 $ 67,308,429 46
Maintenance and Depreciation of Equipment............ 80,215,292 75 72,366,530 73
ST e S e eyt i e bl DR i S R e S e 6,058,693 52 5,647,080 21
TN OTTREION 211 s oivs & SR Gein s sl S ST e o o i S W s 177,889,699 03 159,477,448 33
Misgcellaneous: OpeTationE. ..o« sa s oeivmnse domyesimns dans 5,922,378 37 5,380,416 75
T e SRRt S Ay et i S L SR SO SO 15,957,054 27 14,295,764 02
ToTAl. OPERATING EXPENSES.......... e AT $362,547,043 53 $324,475,669 50
NET. OPEBATING BEVENUE. .. 1vcsoiiocsomenasscsaase $ 78,600,466 82 $116,140,285 08
Revenue Appropriated for Pension Reserve........ 19,069,000 00
NET OPERATING REVENUE AFTER APPROPRIATION FOR :
BENSTONCRESERVRL '3 0% »5on ansbaie;surk o s a8 ko & 5. 0gs 5 $ 78,600,466 82  $ 97,071,285 08
R ety e B SN e T R e AR S 7,341,513 86 8,390,677 72
Equipment Rents—Net Debit............coiveieein.... T 2,956,314 10 6,488,739 04
Joint Facility Rents—Net Debit.......coviiiiieinnnn.. 577,994 85 557,930 13
NET RATLWAY OPERATING INCOME.......vveeneee L. $ 67,724.644 01 $ 81,633,938 19
OrHER INCOME:
Income from Lease of Road and Equipment............ $ 61,578 31 $ 56,663 39
Niseellaneous. Rent THeOMes sl iees virtbiie s vva it o us 954,858 42 864.379 75
Income from Non-transportation Property............... 598,717 23 452,410 38
Results of Separately Operated Properties.............. 767,528 37 3.013.645 15
Hotel Operating’ Incomie 5 v sias ve i3 s thima b o s aidies prote 1,188,802 92 1,030,033 68
T8 5 (5 (2307 Mgl B ehoos o1 -ORMCE S A RSN LA N L A S T e 659,726 10 685,755 62
FRberest IRCOME. 7 & ceitseas 1% Shie Ssle s s b s A e 3,923,760 98 3,255,318:-57
Miscellaneous INCOMIE. . ovvis s oiososmnssonees e S 2,367,210 34 556,359 05
TOTAL OTHER ENCOMBs - o o Dibon S earaa ek $ 10,522.182 67 $ 9,914,563 59
DepUCTIONS FROM INCOME:
‘Rent for Leased Roads and Equipment.................. $ 1,163,904 38 $ 1,246,514 40
Miscellancous TembE. i o S i ey s e AR s Ny o g AT 539,891 47 529,207 28
Miscollaneote TAKERT « v s 5ronr i s et P L e g 90,839 21 91,427 71
Interest on: Unfunded DRbE: il cat sl il iaesie et s 40 oilss 304,644 93 219,512 32
Amortization of Discount on Funded Debt.............. 936,291 03 1,060,464 64
Miscellaneous Income Charges and Appropriations....... 4,142,362 79 3,068,782 60
Profit and Loss Ttems—Net Debit or Credit............. 27,671 41 30,136 27
TorAL DEDUCTIONS FROM INCOME............. $ 7,150,262 40 $ 6,246,045 22
NET INCOME AVAILABLE FOR PAYMENT OF INTEREST.. $ 71,096,564 28 $ 85,302,456 56
Interest on Funded Debt—Public...............o0inn... 28,135,938 36 30,998,196 32
Interest on Government Loans. .....ccvuuveeevnncunnans 19,933,701 57 18,664,848 01
B RRH A STRPLUIN o i oo s et 2 s $ 23,026,924 35 $ 35,639,412 23
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The property was maintained to meet the heavy traffic requirements, but
shortages of labour and materials restricted certain classes of work.

The number of Canadian National men and women in the armed forces
continued to grow and now represents twenty-five per cent of the peacetime staff.
The problem of training substitute staff and rehabilitating those returning to the
company from wartime service is receiving the attention of all officers.

The production by the company of weapons of war, including ships, showed
little diminution from other war years.

During the year consideration was given to a program of post-war projects,
and a special committee was actively engaged in selecting works which, by
geographical distribution and the nature of the undertaking, would permit
participation by the company in any government plan for post-war employment.

In addition, the company is engaged in a program of research designed
to improve its facilities with the joint object of achieving economy and improv-
ing the quality of service. In particular, trends in passenger equipment design
are being studied and new passenger equipment will be lighter in weight, for
more economical operation, and much improved as regards the convenience and
comfort of the travelling public. Attention is also being given to the design
of freight equipment and locomotives, both steam and diesel, as well as to
improvements of stations, terminals, road and shop facilities.

OPERATING REVENUES

Operating revenues amounted to $441,147,000, the highest in the company’s
history, the increase being $532,000 over 1943. Revenue from the transporta-
tion of freight was less by $3,310,000, but passenger revenue increased $2,885,000
and other revenue $957,000. Total revenues averaged $1,205,000 per day
throughout the year.

Apart from minor adjustments, freight and passenger rates remained fixed
at the pre-war level, this being in accordance with the regulations of the Wartime
Prices and Trade Board.

Whereas there was an increase of some 424,000 revenue tons handled, freight
revenues at $321,5689,000 were less by 1-02 per cent. This resulted from
decreased movements of higher rated war and industrial materials and increased
movements of lower rated products. There was also a sharp decline in move-
ment of traffic for war projects in Alaska and Northern Canada.

Every effort was made, with the co-operation of the Transport Controller,
to secure a continuance of heavy loading of freight equipment. Beneficial
results were also obtained through other measures for the intensive use of rolling
stock.

Notwithstanding that equipment was urgently needed for other important
loadings, the company was able to meet the demand for increased grain deliveries
and the necessary stocks were maintained at the Lakehead to permit of the
expeditious loading of vessels there. The elevator stocks at the Lakehead have
been increased during. the winter months in preparation for a heavy movement
down the lakes when navigation opens in the spring.

Passenger revenues reached a new high level at $69,776,000, an increase of
4-31 per cent over 1943, and an increase of 291-62 per cent over 1939.

Increases were again reported in revenues from mail, express, sleeping cars,
and hotels.

-

OPERATING EXPENSES

Operating expenses increased by $38,072,000. Stated briefly, this increase
was occasioned by higher wage rates in 1944 as compared with 1943 amounting
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to $23,348,000, higher prices of materials $7,102,000, and additional maintenance
of track and equipment $5,893,000. The amounts referre.d.to for wages and
materials do not represent additional man hours or additional quantities of
material, but result from the higher unit prices paid by the Railway for labour
as the result of retroactive wage awards by regulatory authorities, and the

increased prices paid for fuel, ties, rail and other materials used in maintenance
and operation.

Of the increased charge to operating expenses of $23,348,000 due to higher
wage rates, $18,956,000 represents the recent wage awards granted by the
National War Labour Board, $3,436,000 the additional cost of living bonus,
and $956,000 the increased wage rates on the United States lines of the System.

As regards materials, the largest item of increase over 1943 is locomotive
fuel. Fuel cost in 1944 was $43,329,000. The average price increased from $5.37
to $6.10 per ton, involving an added expense of $4,906,000. New rail averaged
$57.33 per ton compared with $55.26 in 1943. Treated ties averaged $1.65 each
compared with $1.42 and untreated ties $1.04 compared with 88 cents. There
was an increase of 2.5 per-cent in the price of other railway material.

The directors feel that more than passing attention should be directed
to the higher cost of operation due to these increased unit prices for labour
and material over which the management has no control.

$10,000,000 was charged to operating expenses as provision for deferred
maintenance, $1,140,000 for amortization of war projects and $2,375,000 for
inventory reserve. The amount charged for depreciation on rolling stock was
$19,853,000, or approximately $7,000,000 more than would be provided under
average traffic conditions. These special charges have been taken up in the
operating accounts, in continuance of the practice adopted in 1941, to ensure

that future results will not be burdened with delayed charges arising out of
wartime operations. -

SURPLUS FOR THE YEAR

In the accounts below net revenue, the major changes were:—decreased
taxes $1,049,000, principally less income taxes due to less income of the Grand
Trunk Western Railroad Company; decreased debit balance in the per diem
account $3,672,000, brought about by increased freight car ownership and
changes in the trafic and operating conditions; decreased interest charges
$1,593,000, arising from the retirement of securities held by the public with
funds borrowed from the government at current interest rates; and on the
reverse side the less favourable results from the operation of Northern Alberta
Railways $1,486,000. The gross operating revenues of this railway, which is

jointly owned with the Canadian Pacific Railway Company, were lower by
$3,853,000 than in the previous year.

The surplus for the year 1944 was $23,027,000, as compared with $35,639,000
in 1943, a decrease of $12,612,000.

CaPiTAL EXPENDITURE ACCOUNT

The capital expenditures during the year amounted to $36,063,077, details
of which are given on page 18. Of the total expenditures $32,359,097 was for
new equipment. Under hire-purchase agreements with the dominion govern-
ment there were acquired 20 Mountain type locomotives and 7 Northern type
locomotives, 4,762 box cars, 200 flat cars, 500 hopper cars, 250 ore cars and 54
refrigerator cars. Purchases for the Grand Trunk Western Railroad included
10 diesel switehing locomotives, 1 passenger car, 200 automobile cars, and 300

gondola cars. 41 units of work equipment were also acquired.
47599—23 :
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Construction of the new line from Eastern Junction to Bout de 1'Ile, on the
Island of Montreal, contract for which was let on March 22nd, is nearing com-
pletion and the line will be ready for operation during the summer of 1945. The
Butler Street line from Atwater Avenue, Montreal, to the west end of the
Victoria Bridge (two miles) was completed. These much needed undertakings
Wi% be of material assistance to operations and give improved service to the
public.

FiNaANCE

The details of funded debt and government loans outstanding are shown
on pages 19 and 20. Funded debt was reduced uring the year by $114,778,566
and government loans increased $107,780,106—a net reduction of $6,998,460.
Details are as under:—

Funded Debt Retirements

23% T-year guaranteed bonds, matured February 1, 1944 ............... $ 15,500,000 00
3% 9-year guaranteed bonds, matured May 1, 1944 .................... 35,000,000 00

5% 40-year guaranteed gold bonds, called for redemption July 1, 1944, at
$I00——par. cvalue 5 o S e S i e O TR D e 56,684,000 00

' Various securities repatriated under the arrangements referred to in the
1942 annmal  PepOTE DA CMRIIE L Bit b s s oraeie s e P e e s a4 s o 1,805,079 32
Equipment trusts—annual principal payments ....................... 5,789,000 00
A e T T e MRS R AR T Sl e e S SR NS S e ¥ 487 35
Roduction in Langed et v o il i vy Cons s svanis e e s i al $114,778,566 67

New Government Loans

Balance of 1943 refunding requirements, etc. ...........c.ceeuiiiiinnnnnn $ 1,750,636 92
Loans to retire the three issues of bonds referred to above, at par; and
and warious securities repatriated at market value ................. 108,945,843 56
Loan to acquire Atlantic and St. Lawrence Railroad Company shares under
YDA TIAEI0D ", BIT ADPEICTIEE . e v e koths wa 4 o ot o s waiy e paATR 57,846 26
Loans under equipment hire-purchase agreement 1943 .................. 17,753,889 06
Loans under equipment hire-purchase agreement 1944 ................. 13,680,405 62
G AR T B L e R e e g g P ey O S ey S e i$142,188,621 42
Loans repaid out of 1943 surplus earnings .........c.ccevennecesnenvens $ 5,639,412 23
Loans repaid out of 1944 surplus earnings ...............oeeeeieennn. 20,000,000 00
Equipment hire-purchase annual prinecipal payments ................... 2,891,775 68

Payment under Financing and Guarantee Act, 1943. The amount available
from reserves for depreciation and debt discount amortization in 1943

exceeded the total capital requirements for the year ............... 5,877,326 94
s R oo i et g 2 R S S SR TR S e N s e WS—S_
Inctease: dn gOVerNINeRl JORME i ol s = s vra ot as ss ok i ol s g m
Net reduction in debt during the year ............c.covveivnnn. $ 6,998,460 10

GENERAL WAGE NEGOTIATIONS

Pursuant to the provisions of the Wartime Wage Control Order 1943, P.C.
9384, the cost of living bonus was incorporated in the basic rates of pay.

Six days’ vacation with pay was awarded by the National War Labour
Board for maintenance of way employees and other hourly rated employees
not previously receiving vacations with pay.

The National War Labour Board directed the application of a general wage
award of six cents per hour or $12.48 per month for steam line railway employees
in Canada not above the rank of foreman.

Numerous applications for increases in basic rates of pay continue to be
received from labour organizations. Hearings will be held before the National
War Labour Board.
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-CANADIAN NATIONAL EXPRESS

Owing to the completion of military contracts there was a considerable
decrease in the number of carloads of war materials carried b_y the express
department, but the volume of merchandise traffic was exceptionally heavy.
Shipments aggregated 15,780,767, an increase of 7-55 per cent over 1943. Fruit
and vegetable traffic was the heaviest on record.

Express revenues at $17,375,000 were the highest in the company’s history

but, in common with other departments, opérating expenses were affected by wage
and other increases.

CANADIAN NATIONAL TELEGRAPHS

The volume of business in 1944 was on a level with .the peak year 1943,
revenues amounting to $6,998,000. Leased wire revenues, including those from
broadecasting circuits, were the largest on record.

During the year Canadian National Telegraphs completed its large cons-
truction program for the Department of National Defence in connection with
the Pacific Communications Project and Defence Communications Limited, as
-well as furnishing the Department of Transport with a network of telephone
despatching circuits for airways traffic control. Substantial improvements in

equipment were also made in the teletype network used by Trans-Canada Air
Lines across the continent.

HorerL OPERATIONS

The combined revenues of the year-round hotels amounted to $5,639,000,
the highest in the history of the Hotel Department. Despite the difficulty in
obtaining supplies under wartime restrictions, and the extreme shortage of
skilled labour, service has been maintained at a high standard. The three

resort hotels, Jasper Park Lodge, Minaki Lodge, and Pictou Lodge, were not
operated in 1944.

The Hotel Vancouver, operated by a separate company for the Canadian

National and Canadian Pacific Railways, had a very large measure of
patronage. 2

SLEEPING AND Dining CArs

The company, under war conditions, has been unable to augment its supply
of sleeping and dining cars. War traffic has put a great strain on both equipment
and personmnel, but the public has shown an understanding of the difficulties.

The number of dining, cafe, buffet, commissary, kitchen, sleeping, tourist

and parlor cars in service in 1939 was 531, and the number in service in 1944
was 535.

Meals served in the company’s dining cars totalled 4,903,968. This was
more than five times the number served in 1939.

TraNs-CaNaDpA A1r LINES

~In 1944 the number of passengers carried by Trans-Canada Air Lines
mncreased by 12 per cent, air express volume by 4 per cent and air mail by .3
per cent. The trans-Atlantic air service operated by T.C.A. for the Dominion
government was expanded. A large amount of military aircraft overhaul was

carried on in the T.C.A. shops. During the year plans were made for
additional domestic and international services.
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OTHER ACTIVITIES

In addition to providing railway transportation, air service, telegraph and
express service and hotel accommodation, the National System continues to
make its contribution to the nation’s war effort in a number of other ways.
Canadian National Steamships are playing a distinguished part. The Prince
Rupert Dry Dock and Shipyard, National Railways Munitions Limited and
the Company’s shops are meeting their war contract schedules.

The Railways had the honour of operating two special trains from Halifax
to Quebec for Prime Minister Churchill and his party attending the Second
Quebec Conference in September. It also handled the trains for Mr. Churchill
and President Roosevelt from Quebec en route to Hyde Park, N.Y. and to
Highland, N.Y. at the conclusion of the conference. The Railway participated
in the movement of a special train from Washington to Montreal and return
carrying some 300 delegates to the United Nations Relief and Rehabilitation
Administration Conference in September. In October, fifty delegates of the
British Commonwealth travelled by Canadian National from Montreal to
Chicago to attend the International Civil Aviation Conference.

Victory LoaNn CAMPAIGNS

In the Victory Loan campaigns held during the year, Canadian National
employees subscribed $22,860,550, an increase of $7,435950 over 1943. Contri-
butions by personnel of Trans-Canada Air Lines, included in this total,
amounted to $568,600 and those of National Railways Munitions Limited to
$265,850. The number of subscribers to the Seventh Vietory Loan was 90,779.

Through the payroll deduction plan employees invested a further $1,465,036
in War Savings Certificates during the year.

Apart from the individual purchases by employees, the Company subscribed
$27,646,500 to the 1944 loans for account of reserve and other funds.

The employees on lines in the United States subseribed substantially for
United States war bonds during the year.

THR STAFF

_The railway is proud indeed of its employees who have enlisted for active
service. They have done a magnificent job in all branches of the armed
forces on all the battle fronts, at sea, on land and in the air. The company
will remember and honour those who have given their lives for their country,
and to their bereaved families the directors extend their deepest sympathy.

The company is making the necessary plans for the re-assimilation of its
employees on their discharge from the armed forces. Already some 1,400
have been welcomed back to the railway’s service. A committee has been set
up at headquarters to aid in the task of re-establishing all employees who wish
to return to the service and every effort will be made to ensure satisfactory
employment for those who by reason of disability are unable to resume their
pre-war occupations.

Thanks are expressed to the men and women of the system whose duties
{m\i:, kept them on the home front for their loyal co-operation in the common
ask. :

The CrammAN: Gentlemen, would you like to take the balance sheet page
by page, or have you some comments which you would like to make first,
following Mr. Vaughan’s statement?

Mr. EmumersoN: I would like to ask a question bearing on the last part of
the statement with regard to absorption of men who served overseas and have
been discharged from the army, more particularly with regard to apprentices
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in the shops who replaced these men as they enlisted—that is, other apprentices
were started on their apprenticeship. These soldiers are returning and are
coming back to work. What does that mean so far as the young boys who have
started during the war on their apprenticeship are concerned?

Mr. VaveHaN: Do you mean what allowance has been made for their
war service?

Mr. Emumerson: No, I am thinking of the young men who were in there
on their aprpenticeship, not those serving overseas. Will they be displaced on
the return of these other apprentices or will they complete their time?

Mr. VaveaaN: If it is necessary to do so, that will be done. Of course, first
consideration will be given to the men who went overseas.

Mr. EMMERSON: Yes, but s it going to mean that?

Mr. Vaveuan: We cannot say what will be done there until the situation
develops. We are not going to lay any of them off if we can avoid it.
Mr. Warron: As Mr. Vaughan has said, I think much will depend upon
developments. Naturally, the men who have served overseas and come back
_are entitled to first consideration. It may work out satisfactorily for all
concerned because we have taken on fewer apprentices during the war. In many
cases there were no available suitable young men; so it may develop that there
is room for everybody. If not, to put it briefly, the returned men get the
preference over the men who are here.
Mr. EmMmEersoN: And should many of the young men have to be laid off
it would only be a temporary lay-off until they can be again absorbed to complete
their apprenticeship? .

Mr. Warron: Yes, they are allowed to retain their former service rating
and come in again whenever there is a call for additional men.

Mr. MayBaNk: You keep them on the roster?

Mr. WarLton: Yes. C

Mr. Murca: In the case of personnel who were apprentices at the time
that they enlisted, have you had a sufficient number of them back to enable
you to state whether generally they are satisfied to go back and complete their
apprenticeship?

Mr. VaveaaN: I think our experience is that most of them are satisfied
to come back and quite a number have come back.

Mr. Murca: They may be four or five years older and still in the
apprentice class. ;

Mr. WarroN: Some of them have been in positions where their war service
was a direct addition to their experience as mechanies; for example, men who
have been working as naval artificers and trades like that, and that experience
works in with their work if they had been apprentice machinists.

Mr. Murca: That was to be my next question. With regard to these men
who have been employed, for instance, as machinists or mechanics or artificers
in the services, do you give them credit on their apprenticeship?

Mr. Warton: Yes, where their employment in war service has been of a
nature that couples in with the railway work that is allowed as qualifying
experience.

Mr. MayBank: The labour unions have something to say. Is it a fact
that they co-operate fully?

Mr. WartoN: Yes, this whole arrangement has been by co-operation with

the unions, sir, and the whole thing has been worked out in a mutually
satisfactory way.

Mr. EmymersoN: I have one more question to ask. Take the case of an
apprentice who enlisted and became a casualty or suffered a disability to such
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an extent that he cannot continue on in that particular craft—he may be a
boilermaker—now, suppose he wanted to continue in some other craft that
would be permitted by the medical officer, what could be done for him?

Mr. VaueaaN: We have a committee set up to deal with all these cases,
and they would endeavour to put him in some satisfactory position.

Mr. EMmmERsoN: There would be an endeavour to place him?

Mr. VauvcHAN: Yes, we have a committee set up especially to deal with
these sort of cases.

Mr. Beaupoin: I understand that the employees who were hired during
the war to replace service men were hired on a temporary basis; they were not
allowed to believe that their jobs would be permanent?

Mr. Warron: In all the different departments the date that a man starts
to work establishes his seniority. Now, as all the men who went into the armed
forces were assured of continuity of service they automatically are senior to
those who came in later during the war years; so that the relative position
between the two groups—the men who were in the armed forces and those who
were not—is automatic.

Mr. Beauvpoin: Your company has many post-war projects, according to
your report. A special committee has been instituted and has listed certain works
which would enable your company to participate in the post-war employment
projects. Could you give us a list of the post-war projects?

Mr. VaucuaN: There was a committee set up by the House to deal with all
these matters, and we, in common with other interests, submitted a list at that
time. There is a list on file in some department of the government.

Mr. MayBank: The list is also in the report of that committee. It was put in
verbatim in the proceedings of the Reconstruction Committee of last year.

Mr. Beauvpoin: Of last year?

Mr. MayBank: Yes. What was the amount you set at that time in that
committee which you estimated you would be able to expend in this fashion?

Mr. VaveHAN: I do not remember the exact amount; we divided it into
several categories.

Mr. MayBank: I remember it was a large sum.

Mr. VaveHaN: Yes, we did point out that we ourselves did not feel like
spending and did not propose to spend any money unless we could see some
return on it, but if the government expected to give some assistance from a
reconstruction fund we would be able carry on certain work on that basis.

Mr. MurcH: The reserves which you have created for the express purpose
. of completing maintenance which you have not been able to do and furnishing
rolling stock is in itself a help.

Mr. Vaveuan: Exactly; but those reserves were not created for new capital
work.

Mr. Murcu: They do create jobs.

Mr. VaucHan: Yes, undoubtedly, they will create a lot of jobs.

_ Mr. Beavpoin: I notice with regard to the subject of negotiations on wage
increases that the employees have already been granted by the National War
Labour Board six cents per hour increase. There is also the statement that
many more demands for wage increases are now before the National War Labour
Board. Could you give us an idea of what are the new wage increases?

Mr. Vaveaan: We have got applications. We have to bear in mind that
this is a 1944 report; increases have been granted since; and we have now before
us applications from many of the different classes of labour in our employ, and
those applications will go before the War Labour Board in due course. The
total amount involved would probably be $25000,000—that represents all the
requests. I do not think I have a list here, but I have a list some place of the
various organizations’ requests.
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Mr. Maysank: Would it not be a fact that you have them from practically
every organization? :

Mr. VavcuaaN: We have that here some place. I could probably get it for
you, but we have so many papers before us here that I cannot find the informa-
tion at the moment. It represents applications from many classes of labour.

Mr. Hazex: Did you say it would amount to $25,000,000?
Mr. VaucuAN: Pretty close to that.

Mr. Hazenx: If you had to pay that amount then, instead of having a
surplus of $23,000,000 last year, you would have a deficit?

Mr. Vaveuan: That would be quite true.
Mr. Hazex: And that deficit has to be paid by the taxpayers of the country?

Mr. VavcHAN: Quite so. We do not expect to have to pay anything like
that amount, though.

Mr. MayBank: I think that is a bargaining figure. ot

Mr. VaucHaN: I see at the present time there are applications presently
before the National War Labour Board for $13,547,000 and then there are
others pending that have not yet reached the Board.

Mzr. Beauboin: This is not a joint submission.

Mr. Lockuarr: Could 1 have those figures repeated?

Mr. Warron: $13,547,997. T think it should be emphasized that these are
applications before the National War Labour Board and what the outcome
will be we do not know.

Mr. Beaupomy: That is not a joint submission; it is made by the union?
Mr. Warron: Yes.

Mzr. VaucHAN: Our position is that we have told the men we could not
afford to pay these wages and they have been referred to the War Labour Board.

Mr. Rem: If there is a decline in passenger and freight traffic will there be
a proportionate drop in the personnel—the employees?

Mr. Vaueuan: Undoubtedly, as our traffic goes down we will have to reduce
our expenses, and the only way or the principal way of doing that is to reduce
the number of employees. We cannot get away from it.

Mr. MayBank: Personnel now numbers about 100,000?

Mr. VaueHAN: Approximately.

Mr. Lockuarr: Will there be any reduction in wage scales? Will the present

wage scales, as awarded, be maintained on a permanent basis, or will there
be reductions? .

Mr. VaveuaN: They have already been granted by the National War
Labour Board at Ottawa as permanent increases. They have not been given
as war bonuses.

Mr. NicuorsoN: The president mentioned the reduction of labour costs.
As a member of the committee during the war years I wish to express my own
personal appreciation to the president and the officers and staff of the Canadian
National Railways for the wonderful job they have done during the war years.
I was down in Halifax recently when the New Amsterdam and the Ile de France
arrived over the week-end, and I never realized before what a tremendous
organizational job it is to get those troops moving out in the course of a short
time. They had to see that the troops were moved to British Columbia and
Alberta and all other parts of Canada and provide sleeping cars and dining
cars and all other facilities. In connection with the point we were discussing,
I would like to ask the president to enlarge on the last paragraph on page 5
of his brief where he says that the burden of fixed charges on the Canadian
National Railways is a very heavy one and one which may be more than the
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railway can carry if there should be any substantial decline in gross revenues
and should operating costs remain at the present level. I wonder if Mr. Vaughan
could give us some indication as to what sort of adjustment there should be to
bring the ratio of fixed charges and operating revenue in line with those of the
Canadian Pacific, for example?

Mr. VaucHAN: We think that our ratio of gross earnings to fixed charges
should at least be about on the same average as class 1 railroads in the United
States, which is almost half what it is in the Canadian National Railways.

Mr. NicuoLsoN: In terms of dollars and cents, how much is involved in
your capital?

Mr. VaveHAN: Last year it would have been $23,000,000 or $24,000,000 as
against $45,000,000 or $46,000,000.

Mr. Nicuorsox: That would be half a billion dollars; you would have to
write your capital down.

Mr. VaueHAN: Yes, while we have this traffic we can meet those charges,
but I think it is only fair to point out that when traffic declines, if wages remain
as they are, there is bound to be a different showing.

Mr. NicHoLson: What attempts have you made during the years to get
your eapital brought down?

Mr. VauvcHAN: We have accomplished quite a bit. The maximum fixed
charges in 1932 were $56,000,000, and we have reduced them down to below
$46,000,000.

Mr. Nicuorson: That still represents a large amount. What was your
point, precisely: to have the government of the country face up to your capital
structure and give you a chance to operate on the same basis as American
railways, for example?

Mr. VaueHAN: There have been many discussions, as the minister knows,
and he might want to say something himself.

- Hon. Mr. Cuevrier: The only thing I can say with reference to that is
as to what has already been done in the Capital Revision Act. You probably
remember that an amendment was brought in to amend the Act the other day
and certain general statements were made having to do with the different method
of revising the capital of the Canadian National Railways. That was done in
1937 under the Act of that time.

Mr. VaveuaN: I think T might point out that at that time none of our
capital was written down— o

- Mr. Cooper: That was so as regards debt held by the publie.

Mr. VaveHAN: None of the public debt was written down?

Mr. Cooper: There.was no reduction in the debt to the publie.

Mr. MayBaNk: As a matter of fact, it comes to this, that the only way to
improve that situation, barring a very long time of exceptionally good net
revenue, is for some person to lift that load of debt off the railroad, and that
person is the government of Canada. Is not that what it comes down to?

Mr. VaveuaN: That is so.

Mr. Jackman: We seem to be jumping around and the subjects do not
check up. How much was written off by that Capital Revision Act? Have
we now to give consideration to this problem?

Hon. Mr. Cuevrier: I wonder if we could not discuss that when we come
to the report on the securities trust?

Mr. JackmAN: Any time is suitable, but we started off this way. Now,
may I ask about these apprentices in the services who are now being taken
back? Mr. Walton said they had to have qualifying experience, implication
being that the military experience—
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Mr. Warmon: I did not mean they had to have qualifying experience before
they got back, but that where their work was-comparable to the work they
had left on the railway that did count in advancing them and qualify them
for graduating out of the apprentice class.

Mr. JackmaN: Is that a rather rigid qualification put in there, because after
all, while the movement of supplies and troops is very essential to the military
authorities nevertheless most of the men are in the fighting commands? .

Mr. Wavtox: The point we cannot ignore is that the apprentice is working
toward the point where he graduates from the apprentice class and becomes a
fully qualified man in his trade, whether as a machinist, a boilermaker or
whatever it may be. If he, by any chance, is given his rating as a machinist
when he has not properly learned his trade then he is of no use to himself
or to the railway or to any other employer as a machinist; we have to have
some record of his qualifications for his rating as a machinist, so to speak,
before he can take over that work. It is a matter of the praectical working
out of the finishing of his trade, so to speak.

Mr. Jackman: With regard to the boys who have had this qualifying
experience in the armed services, there is no objection on the part of the unions to
advancing them to master mechanics, is there?

Mr. VavguAN: No, they have gone along with that.

Mr. JackmaN: Do the unions allow you to give full priority if the employee
has been in the services; there is no line of seniority by reason of military
services?

Mr. Warron: No. That was agreed to by the company at the outset of the
war; and in order to avoid any misunderstanding it was reduced to the form of
an agreement with the respective brotherhoods for the various classes of
employees. They are very glad to go along with it, and there has been no diffi-
culty on that score at all.

Mr. Jackmax: The pension plan was kept operating, I believe, as far as
the company is concerned?

Mr. Vaveaax: That is correct.

Mr. Hargness: What is the position of a man who joined up who would
have become a passenger agent in Calgary, but during the time he was away
somebody else, who was junior to him, might get that job?

Mr. Vaveaan: We have obligated ourselves to re-employ each one of these
men who left our services to enter war services in at least as good a position as
he would have had had he remained; so he would not have to take second place
tg some man who had been junior to him and had received promotion during
the war.

Mr. JackmAN: In other words, he is fully protected.

Mr. VaveHAN: Yes, he would not suffer at all by reason of his overseas
service.

Mr. MayBaNk: I suppose you would have more difficulty in that regard with
offices than in cases where there is seniority?

Mr. VAUGHAN: Yes. E

Mr. MayBank: You cannot do it in offices, can you?

Mr. Vaveaan: We are following it out pretty well. There are many diffi-
culties. We have had men who have gone over as office boys and have come back

as squadron leaders, and we have had a man who had gone over as a clerk and
come back as a major general.

Mr. MayBank: Some one of them might have become president?

Mr. Vaveuax: Yes, As I said, we have a committee studying these things,
and we are trying to put these people in a suitable place.



18 STANDING COMMITTEE

Mr. Warton: Out of some 1,500 employees who had returned there were
four cases in which there was some difficulty as to just where they could be
fitted in, and these cases are being dealt with.

Mr. JackmAaN: Do you have a retiring age?

Mr. VaveHAN: Yes, 65 is our compulsory age. A man may retire at 60
after 35 years of service.

Mr. JackmaN: And he gets all the pension?

Mr. VaucHAN: He gets what he has earned up to the time of his retirement.

Mr. Rem: Is it contributory?

Mr. VaucHAN: The company matches the contributions of the men up to 5
per cent of their wages.

Mr. Jackman: I know you have several pension plans, but about what
what would be the average percentage of a man’s earning capacity if he retires at
65—would it be 30 per cent?

Mr. Coorer: The average pension under the present plan is $503 a year.

Mr. JackmaN: At 657

Mr. Coorer: Yes, at 65.

Mr. Jackman: Is that likely to increase owing to the more modern pension
plans that have been introduced in more recent years?

Mr. Vaveaan: We have not altered our pension scheme except that we
have changed one or two of our rules. For example, up until recently a man
could not retire before age 65, regardless of how much service he had, unless he
was incapacitated, now he can retire at 60 years of age if he has a minimum of
35 years’ service. We have altered some of the rules, but the basic pension
plan has not been altered.

Mr. JackMAN: A man cannot look forward to retirement in the near future
and getting an average of much better than $503?

Mr. VaueHAN: No, I do not think so.

Mr. Cooprer: The present arrangement is that if he contributes 5 per cent,
his pension will not be less than it would have been under the old rules where it
was 1 per cent for each year of service.

Mr. Jackmax: You may have noticed that 5 per cent used to be the maxi-
mum that a company was allowed to deduct, and the suggestion was made by Mr.
Ilsley that it be raised to 9 per cent if it be agreeable to the company.

Mr. Coorer: He now permits a deduction for tax purposes up to $900 a
year. Our plan, of course, does permit an employee to contribute up to 10 per
cent, but the company will only match up to 5 per cent.

Mr. Jackman: You have a few who do not contribute.

Mr. Coorer: That is so.

Mr. Jackman: Would you have as many as a third or half?

Mr. Coorer: I think you are about right as to the proportion. I believe
that under the budget proposals, which will permit the deduction of pension
contribution for tax purposes, there will be an incentive to our employees to
contribute, which they did not have prior to the amendment which Mr. Ilsley
has made.

Mr. Jackman: You have had a 5 per cent maximum, $600, for some years
now—now that is to be increased in order to allow a fund to be built up, which
would more adequately take care of a man’s old age?

Mr. MurcH: Is the pension optional?

Mr. Cooper: The. contribution is optional. Of course, Mr. Ilsley was
gpeaking of a pension equal to one-half of the salary.
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Mr. Jackman: That was the desired objective.

Mr. Coorer: Very few of us have any hope of getting anything like that.
Mr. Warton: There are a lot of temporary employees not in the fund.
Mr. Jackman: Are you faced with a shortage of help on the railways?

Mr. VaugHaN: In some classes we are still short of help, but men are

coming back now and we think that in six months or a year’s time that situation
will correct itself.

Mr. Ssaw: Mr. Vaughan, you have a compulsory retirement age of 65,
but I understand that you did grant extensions beyond that age. Can you give
us. the number who have continued to carry on beyond 65?

Mr. VaveHaN: We did grant extensions, particularly during the war. In
fact, we asked such men as mechanics and telegraphers who had been retired to
come back into our service. As the labour situation corrects itself, these men
will go out on their pension immediately. Apart from this I do not suppose we
have half a dozen men in the service who have had their service extended beyond

. 65 years of age; they are nearly all specially trained technical men whom we

have had to keep on due to the shortage or inability to get men trained in a
particular class.

Mr. Smaw: How many have been brought back from retirement to the
service? :

Mr. VAUGHAN: Are you referring to mechanics and telegraphers?
Mr. Seaw: I should like an answer that is all-embracing, if possible.

Mr. Cooper: At the present time we have 462 people who are on extension
in the service; that is, beyond the age of 65. :

Mr. SEaw: I have one other question. Have you any idea of the per-

centage of former employees who went into the services, who have come back
and requested reinstatement?

Mr. VaveHaN: Yes.

Mr. Cooper: The proportion brought back from retirement has been very
small. .

Mr. Smaw: A very small percentage?

Mr. Coorer: Very small.

Mr. Warron: Just to make the situation clear, I might say that arrange-
ments are already in hand, for those who were brought back in and who were
continued beyond the age of 65, to terminate those extensions. In the classes
such as engineers, conductors, firemen and brakemen, they are already running
out, there may be a few extensions yet, but as they reach the end of that
extension it will not be renewed, and new extensions are not being granted. The
same applies in the shops to mechanics and so on. Telegraphers are still short.
But just as soon as the situation permits in any of those departments, we are
bringing to an end these services over age 65.

Mr. Vavguan: 1T think this will perhaps answer part of your question.
The number of employees resuming service after being discharged from the
armed forces up to September 30, 1945, was 3,269.

Mr. Suaw: Out of about 25,0007
Mr. Vaveuan: Hardly 25,000; something nearer 20,000 went overseas.

Mr. Smaw: Can it be assumed as reasonable that applications will not
come from a larger percentage than that for reinstatement?

Mr. Vaveaan: I have no doubt that most of these men will come back
to our service. We feel that they will.
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‘Mr. Jackman: In those classifications where you have no shortage of
men now, largely because of the re-employment of ex-service personnel, you
have had to let go some of the temporarily employed men during the war?

Mr. WarTon: Yes, some.

Mr. JackmaxN: Have you had to let them out of the service or have you
been able to transfer them? What I want to find out is this: what is their
reaction? You are going to have many more men, as Mr. Vaughan has sug-
gested, applying for re-entry intc the railway service; and I want to find out
whether or not you expect to have a real problem on your hands.

Mr. Warron: We will take care of any we can, but there will be some
inevitably who will be dropped. Just what that number will amount to it is
difficult to say. In the maintenance of way department, for track work,
starting next spring we will require a large number of men. If men of that
class are available, there will be a very good number required.

Mr. JaAckMaN: When you transfer a man from one class of work to another,
what, happens? Suppose he was in the shop and you want to put him out on
the maintenance of way. Do you have to go through National Selective
Service?

Mr. Warton: No; not as long as he stays in our organization.

Mr. VaveHAN: Not unless he had left our service; we would not have to do
that, unless that were the case.

Mr. Warron: National Selective Service contemplates separation notice.
If you do not separate from your employment, you do not have to go through
National Selective Service.

Mr. LockuArT: You can transfer without permission?

Mr. VaucHAN: Yes. :

Mr. Harxngss: Could you tell us what proportion of your revenues were
derived both from the point of view of freight and passengers from the govern-
ment, from hauling troops and government war supplies?

Mr. VaveHAN: That question was asked last year, but it would be im-
possible for us to separate our crdinary revenues from that which might be
attributed to war revenue; because they are all mixed up and the same firms
are shipping war materials and other materials. It would be a very difficult
matter to segregate them.

Mr. Hargness: What I was trying to get at was what reduction in revenue
you would likely suffer due to the ending of that traffic.

Mr. VavguaN: That remains to be seen. It depends upon the general
condition of industry in Canada. Undoubtedly, during the four war years,
or the five or six war years quite a substantial proportion of our increased
revenue has been due to the movement of war materials and troops.

Mr. Harkngss: No doubt you have made estimates as to what would be
the loss of revenue because of that?

Mr. Vaveuan: Have we any figures on that, Mr. Cooper?

Mr. Coorer: No, sir; we have not considered the 1946 budget yet.

Mr. VaueaaN: No. When we deal with our 1945 report, we will also
deal with our 1946 budget. I presume we will be dealing with that 1945
report about March or thereabouts.

Mr. JackmaN: Mr. Vaughan, when you have commandered by the army all
possible cars for troop movements, as at the present time, sending cars from
Ontario, and elsewhere probably, to Halifax, what do you charge for them?
After all, the cars take perhaps three or four days or a week in order to go
down there and bring the boys home. How do you assess your charges for that?
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Mr. VaucHAN: There are special rates, which I think Mr. Cooper has
on record here. The rates charged the Department of National Defence on
that account are as follow: 250 or more, 100 miles or more, 1} cents per mile,
all ranks; 250 or more, less than 100 miles, 23 cents for officers, 1% cents for
other ranks. Then there are various other rates. I think what you have in
mind, Mr. Jackman, is what we assess the department, for bringing empty

cars from Vancouver to Halifax to bring the troops up to Montreal and points
west.

Mr. JackmaN: Are you charging enough to the proper department?
Mr. VaveuaN: I think the rates are low, but we cannot get any more. -

Mr. Wavron: Of course, as far as handling the equipment for that pur-
pose is concerned, we do not get anything for that.
Mr. VaveuAN: No.

Mr. Warron: We have to place the equipment in position for this business,
and then we get those rates.

Mr. Jackmax: You must be losing tremendously from the operating point
of view. H

Mr. Vaveuan: There is very little money in it. Of course, Halifax is
an exclusive point on our line, and being the principal point of embarkation
and debarkation, we have to handle everything in and out of Halifax. We
have to haul cars sometimes long distances to accumulate enough of them to
take care of the troops from a vessel such as the Queen Elizabeth which will
have 12,600 troops on board. Of course, the C.P.R. will supply some of the
equipment, but it will be turned over to us at Saint John. We will move their
empty equipment from Saint John, and then we will turn back some of the trains
to them for which they have supplied empty equipment, back at Saint John
again. But we have to move everything for that entire 278 miles.

Mr. Jackman: In view of the fact that you have to mobilize all these cars
there, are you not bound to lose?

Mr. VaveuaN: We have to mobilize and ‘service all the cars and trains at
Halifax. ;

Mr. JackmaN: Are you not bound to lose on that particular operation, in

view of the fact that you are probably making enough on some other aspect of
troop movements?

Mr. Vavenan: Passenger traffic or troop movement is like everything else.
If you get it in sufficient volume, a little money can be made. We do not think
we have lost anything in the movement of troops, although the rates charged are
low. But we did not think it was opportune for us during the war to try to get
increased rates for the carriage of troops. Those rates were all agreed upon and
were considered as fair and reasonable at the time. The same rates are, of
course, paid to the other railroads as are paid to us. We all get the same rates.

Mr. Rem: Would not the great number of men coming to Halifax com-
pensate you to a considerable extent for the equipment you have to provide? If
you were sending down for 100 men you would have to send down a certain
amount of equipment and a certain number of crew, as you would if you send
down for 12,000 men. The extra number would compensate the company, would
it not?

Mr. Vaveuan: Yes.

Mr. Rem: It compensates you in the great number you handle from Halifax.

Mr. Warrox: Tt largely means an empty movement in one direction in
order to get the equipment placed, and that is a non-revenue movement in one
direction. That is substantially what it means.
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Mr. VaveaAN: There is very little profit, if any, in the movement of troops,
because we have so much empty haulage of equipment.

Mr. NicuoLsoN: How about the movement of troops from Halifax to
Calgary, for example? Do you move them all the way over the C.N.R. or where
do you turn them over to the C.P.R.?

Mr. VavcHAN: The business is divided fairly well between the two com-
panies. On account of our larger mileage and as we originate most of the
traffic, we handle more of the troops on the C.N.R. than the C.P.R. do. That is
only natural. We handle trains from Halifax right through to Vancouver and
right through to Edmonton and right through to Winnipeg; and the C.P.R. may
handle similar trains via Saint John. We would deliver them to them at Saint
John. We could not supply all the equipment for all the troop movements.

Mr. Hazex: In your report to the Minister of Transport on March 15,
1945, which you read, there is an item, “Revenue appropriated for pension
reserve, 1943, $19,069,000.” This year, or rather for 1944 nothing was
appropriated.

Mr. VaucHAN: Something for that has gone into ordinary expenses.
Mr. Hazex: Why was nothing appropriated in 19447
Mr. VaveHaN: Mr. Cooper will answer that.

Mr. CoorEr: 1943 was the year in which we placed our pension contracts
on a fund reserve basis, and we then had to take up the arrears on all contracts
issued from 1935 to 1943. $19,000,000 represents the arrears prior to 1943. The
amount chargeable for that year itself was included in operating expenses and
likewise in 1944, the charge for the contracts issued during 1944 was taken up
as an ordinary operating cost.

Mr. Hazen: It sets out, in the first statement that Mr. Vaughan read, that
the total additional revenue which will have been set aside, 1943 to 1945, under
this arrangement is $25,926,000.

Mr. Cooper: Mr. Vaughan’s statement is speaking as if we had reached the
end of 1945. The situation is that the cost applicable prior to the year 1943
was $19,000,000. The charge for 1943, 1944 and 1945, which is in the neighbour-
hood of $2,000,000 a year, is taken up in the operating costs of each of those
three years; and that is why we say that as of the end of 1945, the cumulative
figure would amount to $25,000,000.

Mr. Hazenx: It appears from this statement to the minister that the net
operating revenue for 1943 was $116,140,000. In 1944 it had dropped to
$78,600,000; and the drop apparently was due or largely due to the fact that
operating expenses increased by $38,072,000 as stated on page 7.

Mr. VaueHAN: Yes.

Mr. Hazex: This $38,072,000 increase in operating expenses was made up
of $23,348,000 higher prices of materials—

Mr. Jackman: No, wages.

Mr. Hazex: Pardon me. It was made up of $23,348,000 higher wage rates
and $7,102,000 higher prices of material. Is that right?

Mr. VaveHAN: Yes. :

Mr. Hazen: Then you go on in your report and you say, “The directors
feel that more than passing attention should be directed to the higher cost of
operation due to these increased unit prices for labour and material over which
the management has no control.”

Mr. Vaveuan: That is right.
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Mr. Hazex: I should like to ask you, Mr. Vaughan, if you think this
committee should direct their attention to this matter; and if you think they
should direct their attention to it, have you any suggestions to make as to how
they should approach it and how they should deal with it?

Mr. Vavcuan: That is a difficult question to answer, Mr. Hazen.d Af{cez
all, these bodies that have granted these wage increases have been dear st 1?0
have been appointed by the government. They have heard the evi ﬁncel p
and con in connection with these applications for wage increases, and they 1av<;
come to their decision, apparently based on the evidence given to thegn.th
presume the increases have been granted largely due to what is said to be the

increased cost of living and so on. I would not think that this committee could
do very much about it. :

Mr. Rem: What about the cost of materials? I notice that fuel oil has
gone up by at least 14%; coal has gone up; new rail has advanced and the
price of steel. Some of these articles were under the price ceilings. Evidently
something has escaped the price ceiling.

Mr. VaveuaN: That is true. When some of the steel mills wanted an
increase in the price of their products, it was felt that the ordinary consumer
of steel could not pay. Apparently in Ottawa they thought the railways were
doing pretty well and they could afford to pay, so they selected some of the
commodities the railways used and advanced the price.

Mr. Rem: And they went over the ceiling. Those steel prices were not
under the ceiling, so they made the railways the goat.

Mr. VaveHaN: Those prices were ceiling prices. That ceiling price was
raised by the wartime price control on some of these commodities that the
railways used. That was true of other commodities such as ties and lumber.
All those prices were increased very substantially.

Mr. Rem: Do you think the raise was allowed so the steel companies eould
get a little more from the railway companies on their steel?

Mr. VaveuaN: Well, it was felt that the railways used certain steel com-
modities that no one else used, such as tracks fastenings, steel rails and things
of that kind; and apparently at that time if the steel mills received an advance
on the products that the railways used that would satisfy them for the time
being.

Mr. Rem: What about fuel 0il? It was inercased considerably too.

Mr. VaueHAN: Yes. Fuel oil has increased very substantially. Fuel oil
increased about $500,000 over 1939. That was based, of course, on the cost
of production. We have not been ‘able to get as much, or very little fuel oil,
from the United States. On our lines from British Columbia, before the war
they used fuel oil that was brought up and put in our tanks at Vancouver or

Prince Rupert. We were able to get but very little of that fuel oil during the
war, and we had to get it where we could obtain it.

Mr. MayBank: Do you suggest that there is the possibility of a drop in
fuel oil?

Mr. VaveHAN: Well, we hope it will drop. That is -all we can say.

Mr. MaysaNk: You hope, but there is no real expectation of that, is there?
Mr. VaveaAN: Not immediately, no.

Mr. Picarp: On page 2 of the chairman’s statement there is a paragraph

on deferred maintenance. Do you expeet that the amount of $40,000,000 reserve

that you expect to have at the end of 1945 will provide sufficient coverage for
the expected new expenditures?

Mr. VaucuaN: Yes. We think it will.
47599—3 p
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Mr. Prcarp: What would be the proportion of that which would apply to
the renewal of rolling stock and so on? '

Mr. VaucuEAN: You have that figure here, Mr. Cooper?

Mr. CoopEr: At the end of 1944 we had $19,000,000 for deferred main-
tenance of way and $15,000,000 for deferred maintenance of equipment; that
is $34,000,000 in the accounts at the end of 1944..

Mr. Picarp: Do you include in maintenance of equipment your buildings
and railway stations and so on, or just rolling stock? Of course I do not know
the details of your administration.

Mr. VaucaAN: We expect these amounts which we have set aside will
provide for all the deferred maintenance on locomotives and cars; that is the
amount we would have spent had labour and material been adequate to take
care of our ordinary requirements.

Mr. Prcarp: I suppose that all the equipment, passenger, freight and so on,
must have aged considerably on account of being overworked during the war

and will need to be replaced on a larger scale than had there been just an
ordinary amount of wear and tear?

Mr. VavegaAN: These amounts set up, of course, are entirely for repairs
to existing units of equipment. They do not apply to new equipment at all.
Take, for instance, passenger cars. As you know, our passenger cars do not
look as nice as we would like to see them look, either inside or outside. We
have kept the running gear in safe condition for operation but we have not
been able to doll them up inside and outside as we would have done under
ordinary circumstances. This amount we set aside for deferred maintenance
of equipment will take care of items of that kind.

Mr. Picarp: Do you have any reserves for renewals of rolling stock,
because there must be a great need for that?

Mr. VaveHAN: You are referring to new rolling stock?
Mr. Prcarp: New rolling stock equipment.

Mr. Vaveaan: We have no reserve to provide for new rolling stock. Any

purchases of new rolling stock will be taken care of from year to year as the
need arises.

Mr. Prcarp: My question is this: Do you not expect that, after these
last four or five years, that would be needed on a much heavier scale than
normally?

Mr. VaveHAN: The need will largely be for passenger equipment, modern-
ized passenger equipment. We think we will have sufficient locomotives except,
perhaps diesel switchers or something of that kind and there might be a few
freight cars needed; but we do not see any need for large purchases of freight
equipment or locomotives.. We have quite substantial new locomotives and
freight deliveries since 1941, but there is need for passenger equipment. -

Mr. Prcarp: As it is a fact that the equipment has been overworked,

according to your statement, will that not mean that there will be large orders
for replacements? i

Mr. Vaveuan: No.
Mr. Prcarp: Then there would be large amounts of repairs?

Mr. VaveaaN: No, because we have added a large number of new units
of equipment during the war, freight equipment and locomotives. There will
be a lot of equipment which will have to go into the shop for rehabilitation,
and those reserves will provide for that.

Mr. Prcarp: You divide your expenditures from the $34,000,000 reserve
between $19,000,000 for road maintenance and $15,000,000 for equipment.
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Mr. VauGHAN: Yes.

Mr. Picarp: Where would stations and buildings and so on be provided
for; in which of those two items?

Mr. Coorer: In the $19,000,000.
Mr. Picarp: In the road equipment?
Mr. VauguAN: In the road provision.

Mr. Picarp: Would it be possible for you to give us an idea of when the
company would be in a position to start to put into effect these new repairs or
alterations? : .

Mr. Vaveuan: That will depend largely on labour and material. It will
be a gradual process. It will not be done all at once. It will be a gradual
process when men and materials are available. i

Mr. Picarp: Do you feel that whatever you would have to purchase in
the way of new rolling equipment and so on, over a period of time, would help
in the reconstruction era and help solve many of the problems that might con-
front us in the years to come?

Mr. Wauron: It means work.

Mr. Vaveran: It will assist, because we will have to employ large numbers
of people and purchase large quantities of material to do this rehabilitation
work.

Mr. Picarp: It will have to be spread over a number of years.

Mr. VaveHAN: Yes.

Mr. Moore: Will most of that construction which the railways will have to
make, be made in their own shops? 1 have reference to rolling stock.

Mr. VaveaAN: Most of the new equipment we get is purchased from
outside shops. We do build some equipment in our own shop, especially in
the Winnipeg shop, such as refrigerator cars. Generally speaking, we have not
the facilities in our own shops to keep pace with repairs to our equipment already
in service and build new equipment.

Mr. Hazen: In your statement to the minister it sets out that you acquired
in 1944 twenty Mountain type locomotives and seven Northern type loco-
motives, 4,762 box cars, 200 flat cars, 500 hopper cars, 250 ore cars and 54
refrigerator cars.

Mr. VaugaAN: That is right.

Mr. Hazex: And in addition there was purchased for Grand Trunk

Western Railroad 10 diesel switching locomotives, 1 passenger car, 2 automobile
cars and 300 gondola cars.

Mr. VauGHAN: Yes.

Mr. Hazen: And 41 units of work equipment were also acquired.
Mr. VaveuAN: Yes.

Mr. Hazen: Would you tell us from whom you made those purchases?
I notice on page 18 of your report, it says, “Equipment purchased or built,
$32,000,000 odd.” X

Mr. VaveuAN: There are only three companies in Canada building railway
cars. There is the National Steel Car Corporation in Hamilton, the Canadian
Car and Foundry Company and the Eastern Car Company. There are two
locomotive builders, Canadian Locomotive Company at Kingston and the
Montreal Locomotive Works at Montreal. - The business has been spread between
them, but in the last few years the allocation of business has been controlled
by the Department of Munitions and Supply, and we have had to place our

rollilx{lg stock where they thought there was space available not occupied by war
work.
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Mr. Hazen: Take the 20 Mountain type locomotives. Can you tell us
from whom they were purchased? b

Mr. VaveHAN: Yes. They were purchased from Montreal Locomotive
Works. :

Mr. Hazen: What about the 7 Northern type locomotives?

Mr. VaugHAN: They were purchased from the Montreal Locomotive works.

Mr. Hazen: Then there were 4,762 box cars. Were they all purchased
from them?

Mr. VaucHAN: Have you the list there, Mr. Cooper?

Mr. Coorer: Yes, sir.

Mr. Vavguan: Well, there were some 1,240 of those purchased from
Canadian Car, 1,350 from National Steel Car, 250 from the Eastern Car |
Company. Those are box cars. There were 200 others from Canadian Car and
Foundry, 750 hopper from the Eastern Car Company.

Mr. Hazen: You have 500 down in your report.

Mr. VaveHAN: There is a difference in that they were deliveries. The figures
I have just given were purchases. L

Mr. Hazen: Those are the orders?

Mr. VaucHAN: Yes, these are the orders.

Mr. WaLton: This is restricted to 1944; actual deliveries would be in the
calendar year.

Mr. VaucHAN: Those cars I mentioned were under the 1943 program. Then
under the 1944 program there were 20 Mountain type locomotives, 250 freight
cars, National Steel Car; 850 box cars, Canadian Car; 700 box cars, National
Steel Car; and 450 for Eastern Car. You will see that the business is pretty
~ well divided between the car companies.

Mr. Hazen: Was any of this equipment purchased in the United States?

Mr. VaugHAN: Only for our United States lines.

Mr. Hazen: Was there any of this equipment that is mentioned for your
United States lines; that is Mountain type locomotives and Northern type
locomotives? :

Mr. Wartox: No. -

Mr. VaucHAN: No. Those engines were all used in Canada and were pur-
chased in Canada and built in Canada.

Mr. NicuoLsoN: Where were the diesel locomotives purchased?

Mr. Warron: They were purchased from the American Locomotive Company
for use on the United States lines.

Mr, Hazen: What equipment was purchased in 1944 for your United States
lines, and from whom was it purchased? .

Mr. VavcaAaN: We purchased for United States lines 10 diesel locomotives
from the American Locomotive Company; 200 automobile cars from the Pressed
Steel Car Company ; 300 gondola cars from the Pressed Steel Car Company.

Mr. MayBank: I wonder if I might ask this question on deferred maintenance
reserves. You have got $34,000,000 and up to $40,000,000 or in that
‘neighbourhood.

Mr. VAUGHAN: Yes.

Mr. MayBaNk: Arriving at that total or estimate of what would be
necessary, did you work on the wage level and commodity price level as they
exist or did you try to proteet yourself to get what it would be at the time you
would be spending the money?

-
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Mr. VaugHAN: There was a regular formula worked out. Mr. Cooper has
it, I think. : ‘

Mr. Cooper: We worked it out on a number of bases, but In the final
analysis we took the opinion of the technical officers, principally that of
Mr. Walton here, as to the amount of deferred maintenance which in his
judgment exists on the Canadian National Railways.

Mr. Warton: And for that purpose we used the wage rates as of to-day.
We did not think we could accurately state what they will be when we can
get the material and labour for this work.

Mr. Mayeank: Then your deferred maintenance, if wages rise and material
costs rise, will buy less?

Mr. Wavron: The money will not go so far.
Mr. VavcuAN: That is correct.

Mr. Beaunoix: What proportion of American and Canadian coal does the
C.N.R. buy?

Mr. VaueHAN: In normal times I would say from 65 to 70 per cent of our
total coal purchases are made in Canada; but during the .War,.espemall.y during
the last year or two, we have not been able to get anything like sufficient coal
in Canada to meet cur requirements. The result is that we have had to buy
American coal and rail it all the way down to Truro and send it out to the west
instead of bringing Alberta coal down to the head of the lakes. We have had to
rail American coal as far west as the Saskatchewan boundary.

Mr. Beavpomw: Was it a matter of decreased production or freight rates?

Mr. VaveuAN: Decreased production and inereased consumption.

Mr. Jackman: With regard to Truro, is that just for the eastern traffic,
or have you used more American coal for other parts of the country? It seems
a long way to an outsider.

Mr. Vaveuan: Truro is an important divisional point not very far from
Halifax; it serves the two territories either east or west of there. I simply
mentioned Truro to show how far east we have to haul American coal.

Mr. Jackmax: You have stock piles too?

Mr. VaueHAN: Yes, we have American coal stocked at Moncton, Mount
Joli and Riviere du Loup, and up into Ontario as far as Fort William, and
at Winnipeg. We have piles of American coal all over.

Mr. Hazex: Prior to the war had coal come from Nova Scotia?

Mr. VaveHaN: Prior to the war we were using Nova Scotia coal as far
west as Toronto.
Mr. Hazen: Is there any coal used from the Minto mine in New Brunswick?
Mr. VaveHaN: 1 believe we have been the largest users of Minto coal,
but we have not been getting anything like sufficient coal from the Minto district
to meet our orders in recent years. We have been taking every ton of Canadian

coal we could get, but it has not come near meeting our requirements in the
territory where it was used prior to the war.

Mr. Nicuorson: Two years ago we had some discussion in the committee
regarding the volume of business going to the C.N.R. and the C.P.R., and there
was some order requiring the business to be divided on a fifty-fifty basis. Can
the president say whether he is satisfied with the share of business he is getting?

Mr. Vaveaax: Following discussions in this committee and after several
conversations with cabinet ministers we got those orders lifted. I think the

situation is, perhaps, on a satisfactory basis at the present time. We still do
not think we are getting as much business as we should, but the condition is
Improving. -
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Mr. NicsoLson: Would you have any idea whether you are getting 60
per cent of the government business? At that time you argued, I think, for
60 per cent.

Mr. VaveHAN: It is a difficult thing to say what percentage we are getting
at the present time, but I would say that of the troop movements we are
getting 60 per cent.

Mr. NicuoLsoN: And of the freight business? .

Mr. VaveaAN: The freight business is hard to determine, because a great
deal of the freight is billed by the shipper, and we cannot say whether it is
government, business or other business.

Mr. Hazen: How does the cost of American coal compare with the cost
of Canadian coal?

Mr. VaveHAN: The cost of American coal at the mine is very much less
than the cost of Canadian coal. For instance, the cost of American coal at
the mine to-day would be about half the cost” of Nova Scotia coal.

Mr. HaggNess: That is not true of Alberta coal?

Mr. VaveuAN: No, Alberta coal is very much lower in price than Nova
Scotia coal.

Mr. Hazen: What is the cost delivered at Truro, comparing American coal
with Canadian coal? ;

Mr. VaueHAN: The cost of delivering American coal at Truro to-day is
very great. If we assess the transportation charges down to Truro the cost is
very much greater than the cost of producing Canadian coal; but we cannot
get Canadian coal. That is the difficulty. Under normal conditions we would
never think of taking American coal down there, but we have had to protect
qur requirements by stocking American coal at a number of places in the
maritime provinces.

Mr. JackMaN: Our maritime coal mines are not producing enough coal for
the eastern district?

Mr. VauegHAN: No, nothing like it.

Mr. Warton: We obviously would not have hauled that coal over our
road if we could have provided it nearby. .

Mr. VaveaaN: We have been taking every ton of ‘coal we could get and
have been forced to stock American coal at Truro and at other points.

Mr. JackMAN: At other times you were able to use Canadian coal as far
west as Toronto?

Mr. VaugHAN: Yes.

Mr. JackMAN: And this was due to the lack of production.

Mr. WarLton: And the usage is so heavy in these times.

Mr. Vaveaan: The mines in the maritime provinces themselves have been
producing less coal. "Of course, there has been a tremendous demand for bunker
coal and coal for war purposes.

Mr. NicHoLson: Again raising the question of traffic between the C.P.R.
and the C.N.R., as I understand it, any arbitrary division between the two
railways on the part of the various government departments was done away
with, and the new basis of getting traffic is entirely based on the question of
service; is that a fair statement of the case today? ;

Mr. Vaveaax: We would like to believe that that is the case. However,
we have no complaint to make at the present time.

Mr. Seaw: You said a couple of years ago, did you not, that you would

be completely satisfied operating on a competitive basis for government
business? '
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Mr. VaveHAN: Yes, we made that statement. The point at that time was
that the fifty-fifty division be lifted and we would take our chance on getting
the business.

Mr. Hazen: Some years ago there was an Act passed by the dominion
%}(l)vernmegt providing for co-operation between the C.N.R. and the C.P.R., was

ere not?

Mr. Vavcuan: There was what was known as the Canadian National-
Canadian Pacific Act, yes.

. Mr. Hazen: What was the purpose of the Act? Could you tell us what
it provided? '

Mr. VayeuAN: It is so long since I read the Act, I do not remember the
exact wording of it; but it was designed, I think, to create closer co-operation
between the two railways; that was one of the objects.

Mr. Hazen: Did it have any useful purpose?

Mr. Vaveran: T think it had, although the arbitration clause provided for
under the Act has not been used. We have tried to reconcile our differences
without the necessity of going that far.

Mr. Hazex: I notice here in the statement you read to the committee that
you say, “It is probable that with the war emergency over, traffic will recede
from its wartime levels. To what extent it will recede we shall have to wait to
find out.” 1 suppose you expect a considerable recession, and you expect you
will have a good deal more difficulty in showing us that surplus some years after
the war?

Mr. Vaveuax: The results which the Canadian National Railway will
produce or can produce will depend entirely upon the traffic we are able to
obtain. We will operate the road just as efficiently and just as economically as
we can, but a railroad force cannot be cut down as a factory force can; you
have to keep the Railway operating and you have therefore to maintain it;
as our traffic declines we watch our expenses very carefully and we reduce our
expenses in accordance with the decline in traffic. There is a point beyond which
we cannot go and keep the line in a safe condition for operation.

Mr. Hazex: Do you think it would help matters if there was closer co-opera-

tion between the Canadian Pacific and the Canadian National? Are you
working toward that end? In other words, are you in touch with the C.P.R.

“officials and do you work with them with that end in view?

Mr. Vavcuax: The C.P.R. officials and our officials are in touch with each
other almost every day on some matter. We do co-operate with them closely.
Like every other concern there are times when we cannot agree. After all,
we are keen competitors. I do not suppose there is any other place in the
world where there is keener competition than between the C.N.R. and the C.P.R.,
I do not think that can be avoided so long as the two railways are operating
as they are.

Mr. Hazen: Competition is all very well, but there has to be co-operation,
has there not? -

Mr. VaveuAN: Yes; but where we have direct competition there is a point
at which co-operation ceases. *

Mr. Jackman: Referring to the question of depreciation and war projects
and amortization, in the little report you gave us you say that $15,186,000 had
been spent for war equipment and you had written off $3,826,000. Is that
writing it off as fast as it is desirable in view of the facts as you see them?
Is it not also a fact in the United States they have been allowed to charge
such costs of war assets to operations; they have been allowed to write them
off? If I recall correctly somiething in the newspapers, the railroads were

R
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allowed to write off these assets by September 1 of this year, or some such
time as that. There was a time fixed during which period all the war assets
could be written off, and the consequence is that some railways in the United
States are showing a much better working capital position than they anticipated.
Are they being more generously treated by the United States government than
you are?

Mr. VavgHAN: Their situation is entirely different from ours. They were
permitted—MTr. Cooper is familiar with the Inter-State Commerce Commission
rules—I think they were permitted in the ease of the purchase of new equipment
to write the cost of new equipment off against operating expense in a short
period of time.

Mr. Cooper: Yes. Their situation, of course, is entirely related to their
income tax position and the regulation as to writing off within a relatively short
period of time is really a restriction against taking an undue proportion in the
operating expenses for tax deduction. We are not in that position. As Mr.
Vaughan has said, we have to deal with an entirely different situation. With
relation to the $15,000,000 and the $3,500,000, as the statement says, some
portion of these wartime facilities will be of no value for commercial purposes
at the termination of the war. By this year we shall have written off $3,500,000
out of $15,000,000. We shall have written off 100 per cent of the facilities for
which we will have no commercial purpose after the termination of the war.

Mr. Jackman: You are quite satisfied that of the $15000000 the
$3,000,000 represents the amount which would be of no economic value in
the post war period?

Mr. Coorer: Yes.

Mr. BeavpoiN: When do you expect to open Jasper Lodge and the lodges
at Minaki and Pictou?

Mr. Vaveaan: They will be opened next summer.

Mr. Jackman: May I ask if the Inter-State Commerce Commission and
the American regulating authorities have allowed the railways to set up
deferred maintenance accounts? I see you have inventory reserve here too.

Mr. Coorer: As far as deferred maintenance is concerned, yes, the Inter-
State Commerce Commission do make provision in their regulations for
deferred maintenance. That is to say, they permit a railway to set up accounts
for deferred maintenance. But the Internal Revenue Department of the
United States denied the railways the deduction of the amounts set up for
deferred maintenance as deductions for tax purposes. The result was, speaking
broadly, that none of the United States railways accrued deferred m’untenance
because it did not give them any tax relief. There is no question at all that
there is a tremendous amount of deferred maintenance on the United States
railways, but it has not been reflected in their accounts.

Mr. Jackman: Does the same apply to inventory reserve?

Mr. Cooper: No, sir, as far as inventory reserves are concerned we are

somewhat of an exception; there is no provision in the Inter-State Commerce
Commission’s regulations as to that.

Mr. MayBaxk: Mr. Cooper is the man making most of the answers now

and I wonder whether we might not be advised to get him to take up his portion
of the report.

Mr. VaveuAaNn: Is it customary for Mr. Cooper to read the financial
parts of the report?

Mr. Maysank: I had one or two questions I thought would arise from the
matter which he would detail, and since he is moving in anyway I
think this is a good time to ask 'those questions.
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Mr. VaveHaN: Is it the desire of the committee that we go through
this report page by page?

Mr. MayBaxk: In former years we generally took a page and glanced
down it and if any questions arose we asked about it and went on from there.

The CmamrManN: It is now 1 o'clock. We have permission from the
House to sit while the House is sitting. Would it be agreeable if we adjourned
until 4 o’clock?

Mr. Nicsorson: I understand that the T.C.A. discussion is coming up in
the House this afternoon and I think the members would want to be there.
Members have other obligations too:

Mr. LockuArT: There are other duties and other obligations that
members here have. I wonder if we could have some indication of what
is going to be expected of us in the days ahead, so far as this committee is
concerned? We ought to have something concrete before us so that we would
know how to plan our time. If we cannot get here, we cannot get here; that is
all.

Mr. MayBank: You ought to he able to finish this thing in six sittings.

Hon. Mr. CuEvriER: Perhaps I might be allowed to say something on -
that point. There is no intention, I am sure, of trying to hurry the committee
through its work. But with the officers of the Canadian National Railways here
I think, if possible, we should sit at least twice a day, say at 11 and 4. If we
cannot sit at 4, then let us sit at 8. But if we could sit twice a day, I think
we could get through the business reasonably quickly. I know that in the
past they have sat as often as three times a day, but I do not think the com-
mittee will want to do that at this time. Tt would be my suggestion—and of
course it is subject to the approval of the committee—that we should adjourn
and sit again at 4 o’clock, unless there is some objection to that.

Mr. Hazex: Mr. Nicholson gave a very good objection to that, and that
is that the T.C.A. bill comes up in the House this afternoon, and the members
of the committee will want to be there.

Mr. Lockuarr: Why not sit this evening?

Hon. Mr. Cuevrier: Could we sit this evening at 8 o’clock?

Mr. NicuorsonN: Would the discussion be over by 8 o’clock?

Hon. Mr. Cagvrigr: I do not know. That depends on the House.

Mr. Hazen: Could we sit from 2 to 3?

Mr. Maysank: No.

Mr. Rem: There are private bills tonight for an hour.

Mr. Nicuorson: From 8 to 9.

Mr. Rem: That would not interest so many.

The Cuamman: Well, if it is agreeable, ecould we sit at 8 o’clock this
evening, and perhaps sit from 8 till 10?7 There are private bills for an hour,
anyway. Is that agreeable to the committee?

. Mr. Nicmonson: If the other discussion is ended, we could go on from
to 10.

The Cramman: I believe the T.C.A. officials will not be available this
week. I think they had in mind that, if possible, we might get this C.N.R.
report taken care of and then we could perhaps take on the T.C.A. officials
next week or when they are available. That is just an idea. Mr. Lockhart
mentioned what might be in the offing; so that is just what they have in
mind, if it is possible for the committee to act on it.

We will adjourn now until 8 o’clock tonight.

The committee adjourned at 1.05 p.m. to meet again at 8 p.m. this day.
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EVENING SESSION

The committee resumed at 8 o’clock p.m.

The CramrMAN: Gentlemen, I believe Mr. Vaughan has a statement or
two to make in order to clarify some questions that were asked him this
morning. ~If it would be agreeable to the committee; I think some one suggested
before we adjourned that we should go on with the report. After Mr. Vaughan
reads these statements, would that be agreeable?

Mr. Rem: May I ask this question first of all, Mr. Chairman? I am a
new member of the committee this year.

The CHAIRMAN: So am 1.

Mr. Rem: My question is regarding questions more or less of, shall T say,
a local nature. Shall we ask them of Mr. Vaughan or shall we wait until some
of his officials are here?

Hon. Mr. Crevrier: I think perhaps you should ask Mr. Vaughan; and
if he cannot give you the information, some of the other officers here could,
I believe.

Mr. Rem: I just wanted to know.

Hon. Mr. Cuevrier: There will not be any difficulty about that, Mr. Reid.

Mr. VaueHAN: Mr. Picard I think asked a question this morning about the
replacement of equipment and Mr. Jackman asked scme question about pensions.
I am going to ask Mr. Cooper to give some information in that connection, in
order to clarify the points raised.

Mr. Cooper: On the question asked by Mr. Picard with respect to the
provisions which we have made for deferred maintenance of equipment: Of
the $34 millions acerued to December 1944, $15 milliens is with respect to
equipment. This $15 millions will be increased to about $18 millions by the
end of 1945. May I explain that this provision is in respect of deferred
maintenance only; that is to say, it represents the cost of repairs which would
have been made had labour and material been available.

In addition to this provision we are making provision for the wearing out
of the equipment, that is, obsolescence or retirement loss as distinguished from
ordinary repairs. We are making provision against retirement loss by setting
up repreciation accruals and, as Mr. Vaughan pointed out in his statement
to the committee, in the years 1940 to 1945 we will have set aside $98,427,000
for this purpose.

During the war years, therefore, we have maintained our equipment to

. the highest standard possible considering labour and material shortages. To the
extent repairs have had to be deferred we have set aside $18 millions so as to be
in a position to restore the equipment to first-class condition as soon as
conditions permit and we have set aside $98 millions towards the day the
equipment will have to be finally taken out of service and scrapped. This $98
millions represents 24 per cent of the service value of all our rolling stock.

Then there were some questions in respect of the pension plan. My
remarks relate to the present plan which was put upon a contractual basis in
1935. Prior to that date there was a non-contributory plan and there are also
two other plans, one the Intercolonial and Prince Edward Island Provident
Fund and the other the Grand Trunk Superannuation Fund.

The contractual plan went into effect January 1, 1935. It is a contributory
plan, but contributions are not compulsory. The employee may contribute any
percentage of his wages up to 10 per cent and the company will match up to

.5 per cent. The amount so contributed up to the date of retirement (which
is age 65), the company’s matching contribution, together with interest accruals,
is available to purchase a supplemental annuity. This supplemental annuity
is additional to a pension paid entirely at the expense of the company. This
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latter pension, which we call a service pension, is payable to employees who
had been in service 10 years or more prior to 1935. If an employee is not
entitled to a service pension by reason of late entry into the service, or if his
service pension is less than $25, he receives a basic pension of $25 per month
at the expense of the company. Every employee, therefore, receives either a
service or a basic pension, plus a supplemental annuity, the latter only if he
is a contributor to the fund.

The number of pensions under the 1935 plan at December 31, 1944, was
6,020 and the average pension was $503. Some of these are on a straight
life basis, others on a joint and survivor basis and others for a guaranteed
term; and while the average pension may appear small in relation to the total
income a retired person would desire to have, it is expected, of course, that the
employee himself will have made some provision for the period when his earning
capacity has ceased. :

Mr. Jackman: After the large contribution you made to the pension fund
in the year prior to the last—and it was $19 million, if I recall correctly—did
that put all your pension schemes or supplemental schemes on a fair actuarial
basis or do you still need a little bolstering up?

Mr. Cooper: It did not touch the old pension plan which was closed at the
end of 1934. Any pensions which had been granted under that plan are still
being paid, and we take up the pension pay roll currently in our operating
expenses.

Mr. Jackman: But what about those prior to 19357 Are they self-
supporting. ,

Mr. Coorer: There is no reserve against them.

Mr. JackMAN: There is no fund at all?

Mr. Coorer: No. We take care of the current pension payments as an
operating expense.

Mr. Jackman: Do you really need another appropriation such as you
had two years ago to put this on an actuarial basis?

Mr. Coorer: No.
Mr. JackmaN: You do not want it?

Mr. Coorer: No. It is now more than ten years ago. Anybody who
was on pension in 1934 could be assumed today to be, say, 75 years of age,
and the number is diminishing. Having regard to the diminishing obligation—
last year, for example, 1944, the annual pension pay roll was $770,000, in
1943 it was $940,000. It will diminish quite rapidly and will not be a serious
charge after the next two or three years.

Mr. Jackman: Your main fund, with the appropriations you made two
years ago, is actuarially sound with the annual appropriations you make now,
which merely cover the fair annual premium. You do not have to appropriate
money now to bolster it. You know what I mean when I say actuarially sound?

Mr. Cooprer: I should like ta make it clear that the reserve which was
set up in 1943 was the actuarial capital sum necessary to provide for all the
pension contracts which had been issued at that time.

Mr. JAcEMAN: Yes?

Mr. CoorEr: And every year, as we issue additional contracts, we take
the capital sum necessary to meet those pension payments over the life
expectancy of the new pensioners, and we set that aside to our reserve account;
80 that we have in reserve and invested in Victory Bonds, an amount—it is now
$25 million—which is calculated to pay all the pensions which have been
granted to date under the 1935 contractual plan. Each year as we go along
with the new contracts, we estimate what the capital amount is accruing at
interest and set it aside.
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Mr. Moore: Mr. Chairman, in connection with the payment of pensions,
I have had some complaints from the maintenance of way department who
say that if, through ill health, they have to retire before the age of 65, under
certain circumstances they lose their pension rights. Do you know anythmg
about that?

Mr. Coorer: That depends. If a man over 60 years of age with 20 years’
service must retire on medical grounds, he is entitled to his pension just the
same as if he were 65. If, however, he is less than 60 years of age he does not
qualify under the rules. But if he was 50 years or more and he had 20 years
of service, we give him a gratuity. .

Mr. JackMmAN: I am not too sure, Mr. Cooper, that I yet understand this
exactly. We have a man of 65, and he leaves the service and applies for his
pension. Is there a sufficient fund set up and accruing up to the time of his
retirement which will support the pension which he is entitled to?

Mr. Coorer: Not while he is in service. We do not acerue the pensions
until the man reaches the retiring age. At that time we set aside sufficient
money to meet his pension.

Mr. Jackman: Take an individual case. Suppose this man is entitled
to a pension of $500.

Mr. Coorer: Yes?

Mr. JackmAN: Do you have to set up in the year 1945, at the end of the
year, a sum sufficient to amortize that pension over the period?

Mr. Cooper: That is right. A pension of $500 at age 65 would require
a capital sum of about $4,900. We take $4,900 and put it into the fund.

Mr. JackmaN: Out of operating?

Mr. Coorer: Out of operating; except to the extent that he may have
contributed.

Mr. Beavpoin: Where can we find the items which Mr. Cooper is supposed
to give us tonight, Mr. Chairman? -

The CuARMAN: Page 12, I believe.

Mr. Beavpoin: In this report?

The Cuamrman: Yes, that is right, Mr. Beaudoin; when the committee
is ready to go on.

Mr. Jackman: If I may I should just like to ask Mr. Cooper this question:
If by good fortune you had a large sum of money which you did not have any
particular use for, you could put a good many millions of dollars into this
pension fund in order to put it on an actuarially sound basis instead of ap-
propriating each year enough to support that year’s crop of pensions. Your
system is quite unlike a pension company’s system or an insurance company’s
system.

Mr. Coorer: I think in the case of Canadian National Railways, we have
done very well indeed. I think you will find few companies that have a fund
invested in government guarantees that is sufficient to meet all pension obliga-
tions which have been contracted for as of a particular date.

Mr. JackmAN: I am not trying to make out a bad comparison. I am
just trying to find out how near you are to what we might call the ideal
situation and that which should he your objective, or perhaps should be your
objective. I do not know enough about it.

Mzr. Coorer: You are suggesting that we should have accruing the pension
liability with respect to employees still in service, I take it?

Mr. Jackman: That is so, yes.
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Mr. Coorer: We have not reached the position where we have those many
millions of dollars to set aside for that purpose.

Mr. Jackman: If you had a fairy godmother who left you $20 million or
$30 million, it could perhaps very nicely go into that fund to put it on a sound
basis, so that you would not have to worry so much about the future.

Mr. Coorer: If somebody would contribute $30 million, I am sure it would
be very gratefully received.

Mr. Hazen: May I ask Mr. Vaughan if the company is building any ships?
Mr. Vaveaan: We are not building any ships at the present time.

Mr. Hazen: 1 notice in the report to the minister that you state that the
production by the company of weapons of war, including ships, showed little
diminution from other war years?

Mr. VaveHAN: I should qualify that. I thought you meant building ships
for ourselves.

Mr. Hazen: I did not know just what that meant.
Mr. Vavecaan: We still are building at Prince Rupert. We still have two

to finish for the Department of Munitions and Supply. They will be finished -
in the next few months.

Mr. Hazen: What kind of ships are they?

Mr. VaveuAN: They are small ships, the coasting type.

Mr. Hazen: Are they naval ships? I mean are they armed ships?

Mr. VaveHAN: They are classed as coasting vessels. They are for the
carriage of cargo.

Mr. Warron: Ships of 1,350 tons; coasters, they were called.

Mr. VaucHan: I think some of them perhaps were to be used in England
for coast service around the various ports in England. They have lost so many
of those vessels.

Mr. Hazen: Where were they built?

Mr. VaugHAN: In Prince Rupert. They are being built now.

Mr. Hazen: There are two still to be completed?

Mr. VaucsAN: Yes.

Mr. Hazen: How many have you built during the war?

Mr. Vavcuaax: We have built 4 mine sweepers and 10 of the large ten

thousand-ton cargo boats, and we are now building the two coasting vessels just
referred to. '

Mr. Hazex: Where did you build your cargo boats?

Mr. VaveuAN: -We built them all at Prince Rupert.

Mr. Rem: Do you keep the ship yards at Prince Rupert in operation or
have you kept them in operation all through the years or has it just been war
activities?

Mr. VavcHAN: The ship yard has been kept available there. We have
always done considerable repair work there, and we have operated a large float-
ing dock there. We kept it going all during peace. It had been almost entirely
a repair dock up until the time the war came along.

Mr. Rem: Do you keep a regular ship building crew of men there all during
the peace years and from now on, when there is little probable chance for ship
building?

Mr. VaucHAN: Oh, yes.

Mr. Rem: There must be quite a loss there.

Mr. VaveHAN: Oh, yes, there was a loss in normal times. The plant has
been there for a long time. The dry dock was subsidized, the same as all dry
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docks are subsidized, for 25 years; and the other dry docks in the country were
subsidized for 35 years. We were only subsidized for 25 years. That 25-year
period has expired and we are hoping to get a renewal of the subsidy.

Mr. Wavron: Mr. Vaughan, I think there might be some misunderstanding
about Mr. Reid’s question. If I understood him correctly, the question was
whether the full staff of shipbuilders had been kept on in the years in which
repair work only was being done.

Mr. VauGHAN: I am sorry. I misunderstood you. No, that is not so. We
only kept a skeleton crew there, so to speak, to take care of such repairs as
might have come in from time to time.

Mr. Rem: What was that loss with respect to abandoning dock facilities
at Seattle, Washington. T see an item of $626,000?

Mr. VavcHAN: That was a different matter. The Grand Trunk Pacific owned

a dock at Seattle. At one time they sent their vessels down to Seattle from Van-

couver and Victoria. But the service was stopped some years ago and that dock
had not been used for several years, so it was sold at a substantial sum below
what it cost when originally purchased.

Mr. Hazen: I do not suppose you are making any weapons of war now?

Mr. VaveaAN: No. We have shut down our war plants.

Mr. Hazex: How many men were employed in those plants?

Mr. Warton: In the National Munitions plant at Montreal, which was a
Crown company, operated by the Canadian National Railways, the total of
employees was about 950, of which about 100 men were key men furnished by
the Canadian National, and they returned to our service with the closing up
of the munitions shop. They were simply loaned to munitions.

Mr. VavcHAN: I think we had nearly 1,500 or more employees at Prince
Rupert.

Mr. Wavton: Yes. Prince Rupert got up to about 1,700 at the time of the
large cargo ships.

Mr. Hazex: They were making cargo ships?

Mr. Warton: Yes, and in addition to that, we did considerable work for
the Department of National Defence, making various naval devices, and so on,
apart from what was being done with munitions in the separate shop.

Mr. JackmAN: You mentioned that the railway had to pay more for steel,
ties, spikes and so on?

Mr. VaucHAN: Yes.

Mr. Jackman: They had to pay more than they had to under the 1940
ceiling price? I suppose it was because the Wartime Prices and Trade Board
thought that, because of your more favourable financial situation, an increase in
the price to you would not raise the cost of living. How far did they carry that
on with regard to supplies that you purchased? Take linens and towels. The
government gave a heavy subsidy on cottons. I wonder if they thought that the
railways could pay more for it?

Mr. VaucuAN: The only increase we paid over the ordinary man, or firm,
was, 1 think, on steel and ties. Our other prices were the general prices paid
for the particular material concerned.

Mr. JackmaN: Only those two items?

Mr. VaveaAN: Steel, ties, and lumber.

Mr. JackmaN: And fuel?

Mr. Vauveuan: The price of fuel has been not only increased to us from
time to time but to the general public. Then there are other items here; for
instance, coal which increased by $9,914,000. That covers the United States as
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well as Canada. Ties were increased $1,925,000. Lumber and timber, $1,000,005,
Rails, $900,000, and so on.

Mr. Jackman: That is above the basic price?

Mr. VaucHAN: Those are above the 1939 prices. It is quite likely that some
of those prices were general—

Mr. Jackman: Were general?

Mr. VaueHAN: The general selling price. Take for instance, the .cost of
machinery, stationery, commissariat supplies, uniforms, textlies, rubber goods
and things of that kind.

Mr. Jackman: How frequently was the railway, the other railway too,
singled out to pay higher prices than other customers?

Mr. VaveHAN: I think only in the case of steel.

Mr. JackmaN: Members of parliament do not very often have the opportun-
ity of coming eclose to business, but I think we can say that the Canadian
National Railways is as efficiently operated as any private company or as
any free enterprise. I wonder if the president would care to say a word or
two about the cost of meeting various war orders and regulations which are
still in force and as to whether they do or do not interfere with the smooth
running of the business? Do they require a great deal of clerical work and
worry ?

Mr. VaveuAN: They do, undoubtedly, have caused a great deal of clerical
work, but I do not think we can say what the actual increased cost would
be. It would apply to other activities as well as to the railways.

Mr. Jackman: Regarding yourself as a private industry, what are your
worries with respect to war orders and regulations?

Mr. VavegHAN: Mainly increase in clerical staff.

Mr. JackMAN: Are there many orders and regulations which seem to you
to be just irritation and nuisances that serve no useful purpose so far as your
business is concerned?

Mr. VaveaAN: That is a difficult question to answer. We are in the same
boat as everybody else. Many of those orders we consider to be necessary
nuisances, brought about as a result of the war.

Mr. JackmaN: But now that the war is over, how about present conditions?

Mr. VaveaAN: I suppose these regulations will be lifted as soon as those
in control think it is desirable to do so.

Mr. JackmaN: We were endeavouring, perhaps, to help you to get them
released. We would like to know more about them and to get specific cases.
I think it is a fair question to ask you just what are some of these irritations,
which, in your opinion, could be dispensed with so far as the railways are
concerned ?

Mr. Hagrris (Grey-Bruce): I wonder if we could get on with the report?

Mr. Beavpoin: We might ask Mr. Vaughan what are some of the benefits
also derived from that policy as well as the detriments, because I understand
that the Canadian National Railways is buying not only ties and steel but all
sorts of things like nails and so on.

Mr. VaveaAN: We have benefited by price control on certain commodities.

Hon. Mr. Cumvrier: I would think that many of the orders of the
transport control, for instance, would have been of great assistance to the
Tailway?

Mr. VavemAN: Some have been very beneficial. ,

Mr. Braupoin: And they are still necessary, right now, according to
conditions prevailing. .
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Mr. Rem: I noticed a certain increase in 1944 in connection with pas-
senger traffic, and I also noticed that dining and buffet was away less than
formerly. I would think that with a greater number of passengers, at least, you
would have drawn as much money.

Mr. VaveHAN: You are looking at page 15. Yes.

Mr. NicuorsonN: I wonder if we might follow the custom you suggested
of taking this page by page?

Mr. Rem: I am just rushing into this because I am new to the committee.

Mr. VaugHAN: Probably it would be well to take the balance sheet first
on pages 12 and 13; then, if there are any questions in connection with it, we
will try to answer them.

Mr. Hargness: On page 7, under surplus for the year, you have a loss of
$1,486,000 in connection with the Northern Alberta Railway due to the revenue
being lower by $3,853,000. What is the reason for that? Is that likely to
continue? ;

Mr. VaveuaN: The Northern Alberta Railway had a very large increase
in revenue due to the construction of the Alaskan highway. But that traffic
of course, has disappeared and will not return. T do not think that the Northern
Alberta can ever hope to have anything like the traffic they had during that
period.

Mr. Haregness: You anticipate a deficit of something like $1,500,000
from it?

Mr. VaveHAN: I believe the Northern Alberta will show a deficit for some
time to come. The loss will be divided equally between the Canadian National
railway and the Canadian Pacific railway.

Mr. HarknEuss: Entirely due to lack of traffie?

Mr. VaveHAN: Yes, entirely due to lack of traffic.

Mr. Hargness: Would it help the situation if that railway were continued
on to the Pacific coast?

Mr. VaveHAN: It might increase the losses.

Mr. Hargness: It would not improve the situation from a financial point
of view?

Mr. Vaveuan: I doubt it.

Mr. JackmanN: The question addressed to Mr. Vaughan about regulations
and orders was not meant to be particularly contentious. I think Mr. Vaughan
would like me to treat his report the same as I would treat the report of any
other company, even though it be a private one. One frequently reads in the
addresses of the presidents of private corporations some reference to the
wartime regulations and orders, but such a reference is noticeably absent from
this report, and perhaps for a good reason. But we are assembled here to
help the railway and at the same time we may be helping general business. So
I think it is a fair question to ask Mr. Vaughan to comment on some of the
regulations now that the emergency is over, or partly over, and to tell us whether
these regulations are in the nature of nuisances and might be speedily withdrawn?

Mr. VavesAN: . You would not expect me to criticize my proprietors?

Mr. Jackmax: I think that is where public ownership versus private owner-
ship comes in. I think there is a splendid job being done on this railway, and
that the competition of a private company is a healthy factor. But at the

same time, I do not think you should for a moment be concerned about being
asked questions in conmection with the railway that might have busmess
throughout the country.

Hon. Mr. CHEVRIER: We are all anxious to get rid of restrictions as quickly
as possible.
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Mr. JackMmAN: Yes, but we do not know how these restrictions interfere
with the people. It may be that the government or the government ministers
may know how they operate against business, but I think we are entitled to a
little information from Mr. Vaughan.

Mr. Vauvcuan: I would say that the annoyances to-day are counter-
balanced by the benefits. That is about all I would say. We would not like
to see price control taken off because then prices might go sky high and we
would have inflation.

Mr. Jackman: Yes, but are there not some restrictions which you think
are bad, and which are nuisances as compared with others which may be of
great service to you?

Mr. VavegaaN: 1 do not think there are any restrictions at the present
time which give us any difficulty other than extra clerical work which is
required to carry them. Do you know of any Mr. Walton?

® Mr. WaLton: No. Obviously it takes extra clerical help to take care of
these various reports.

Mr. Jackman: Is national selective service a bother to you?

Mr. Beavpoin: I would suggest that the honourable gentleman is out of
order. The members of the Canadian National railways come here to give us
information as to the company’s activities and to answer questions which are
within their field. Right now the honourable gentleman is asking Canadian
National officials for their opinion on national selective service regulations and
the Wartime Prices and Trade Board regulations. I should say that the com-
mittee had better question Mr. Donald Gordon. :

Mr. Hazen: The railway comes under national selective service. I presume
you have to go to them when you want employees?

Mr. VaucHAN: We have had the usual difficulties with national selective
service that everybody had, but they have generally disappeared now.

Mr. Warton: They have been also helpful to us upon occasion.

Mr. JackmaNn: All we are asking for is information in regard to them and
we are very glad to get information from the Canadian National railways if
they would like the restrictions and that they have found them to be helpful.

Mr. NicuorsoN: I think that is a fair statement.

Mr. Vaveuan: I said that the annoyances are counterbalanced by the
benefits.

Mr. JackmaN: I was trying to get you to give us a breakdown on some
of the annoyances, because after all the continuance of these restrictions will
come up in the House of Commons and all members must know whether it is
a good thing or not. No one wants inflation and we want the continuance of
those orders which are salutary.

The CrarrmaN: Gentlemen. I do not want to do anything but co-operate
with the committee. I feel that this question has been laboured pretty well on
both sides. I think Mr. Vaughan has gone perhaps as far as he can go. He
has expressed both sides of the story. Perhaps Mr. Jackman is not quite
satisfied with the breakdown but it might take a long while to go through all
the orders that might affect a railway as large as the Canadian National. As
I said before I do not want to interfere with the committee in any way but I
think there has been a fair discussion on that. Am I unfair about that, Mr.
Jackman?

Mr. JackMAN: Oh, no, not very unfair, but I should like to see this
company and its executives feel just as free as any other company to say what
they wish to say as sensible executives. Here they are not wanting to criticize

their masters, as Mr. Vaughan said. That is one of the difficulties of public
47599-—4
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ownership. If things are not right we want them changed. We want the business
to prosper and be serviceable to the people. It may be a bit embarrassing to
Mr. Vaughan. :

Mr. VaucHAN: If there is any opinion in your mind that we are afraid
to express an opinion on any matter, whether it be right or wrong—

Mr. JackmaN: You referred to your masters.

Mr. VaueHAN: I want it to disappear because that is not the case.

Mr. Jackman: I did not think it was.

Mr. Vaveuaan: I think the minister will bear me out when I say we do
not hesitate at any time to say what we think about any particular thing. On
this matter you raised I do not know what more I can say. In order to
answer your question we would have to sit down and analyse all these controls
and see what they mean to us. .

Mr. Jackman: I will not labour the question further, Mr. Vaughan. eAll
I want to know is are there some things that come right to mind that really
irritate you that you think parliament should give consideration to in order
to help business in general and your company in particular? - If nothing comes
to your mind immediately T would not bother about the individual orders.

Mr. VavcHAN: I cannot think of anything at the moment. There may be
some things that do not come to my attention but they cannot be very serious
or they would be brought to my attention.

Mr. Moore: Possibly if the executives of some private companies were to
come out in favour of certain controls they would not meet with very much
favour from their respective companies. Therefore I think we ought to accept
the president’s statement with respect to the Canadian National Railway.

Mr. Rem: I wonder if I can ask Mr. Vaughan this question. Has it ever
been possible to find out whether freight revenues or passenger revenues pay?
You can show your profit and surplus, but has it ever been gone into to find
out whether the operating expenses for freight taken with the revenues for
freight really show a profit and whether passenger revenues as against passenger
expenses show a profit?

Mr. VavgaAN: That has come up at these meetings in previous years. We
have pointed out the difficulties of breaking down particularly the division of
expenses between passenger and freight trains. Generally speaking passenger
operation is not profitable on any railroad. There may be some particular trains
that have a heavy density of traffic between two important cities such as
Toronto and Montreal that may make money but generally speaking passenger
business on a railroad is not profitable.

Mr. Rem: The reason I asked that is I remember arguing a freight rates
case before the Board of Transport Commissioners and the statement was made
by the railway companies that no one could tell how much it cost to haul a
passenger or a ton of freight. I was wondering if they had changed their views
or had gone into it since that time.

Mr. VaveHAN: We can tell pretty well what it costs to haul a ton of freight
for a given portion of railroad but when you come to haul a ton of freight
three thousand miles it is pretty hard to apportion the cost to any particular
part of that railroad. You have got varying grades, and a number of other
conditions to contend with, but we have from time to time in these various
freight rates inquiries submitted costs of hauling freight.

Mr. WaLron: Then again many of the expenses are common to bhoth
passenger and freight, and in separating them you either have to take an
arbitrary basis or it gets down to practically a matter of opinion.
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Mr. VaveHaN: For example, you cannot break down the cost of maintaining
track as between your passenger business and your freight business. It is

- impossible to do it.

Mr. Rem: I had in the back of my mind an application being made to the
board for an increase in passenger fares and an increase in freight rates. I was
wondering in my own mind how they could show which had an operating loss
and which had a gain.

Mr. VaueHAN: No application has yet been made nor has one been prepared
but if one should be made it would in the ordinary course of events be submitted
to the Board of Transport for their consideration. The Board of Transport
would hold hearings and listen to everything that the various localities con-
cerned had to say and in turn they would ask the railways to submit costs of
operating certain portions of their lines for whatever traffic was involved, and
I presume they would come to their conclusions on the basis of the evidence
submitted. There is a tribunal to deal with those matters, and we cannot
increase a freight rate of any kind without the approval of the Board of
Transport.

Mr. Rem: I thought I would ask for information. This is the first oppor-
tunity I have had to ask the head of a railroad about it. I know the stand
taken by the Board of Transport Commissioners. I have had experience in
that line. I have been wondering in my own mind if they could really tell
what it cost to haul a ton of freight or a passenger?

Mr. VaveaAN: We ean give figures for specific localities of the cost of haul-
ing freight taking into account certain factors but it is very difficult, as I say,
to determine the division of cost as between passenger and freight earnings
on account of so many expenses being common to both.

The Cuamrmax: Could we go on with the balance sheet on page 12 and
then you can ask any questions you have of any of the gentlemen here as
you go along, if that is satisfactery.

47599—41
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INVESTMENTS:

STANDING COMMITTEE

CONSOLIDATED BALANCE SHEET

ASSETS

Road and Equipment Property.$ 1,958,892,347 76

Improvements on Leased

DL vosaty - as o e s s e 3,034,936 52
Miscellaneous Physical
T3 o s o e St e ML 65,127,197 72
_— $2,027,054,482 00
Sinking Funds:
System Securities at par...$ 542,618 73
Other Assets at cost...... 279,503 .03
_— 822,121 76
Deposits in lieu of Mortgaged
Property Sold:
System Securities at par..$ 471,500 00
Other Assets at cost....... 4,442 675 10
—_—_— 4,914,175 10
Deferred Maintenance Fund................... 34,000,000 00
Investments in - Affiliated Companies........... 40,710,024 85
Other Investments:
System Securities at par..$ 80,000 00
Other Assets at cost...... 1,837,994 82
—_—— 1,917,994 82
CURRENT ASSETS:
s et e S e S ¥ S MU P TER, PR Rk L $ 15,257,088 67
Bpetial DEePORIEE. . ity sy et bisity o s s b 12,421,737 17
Net Balances Receivable from Agents and Con-

QUCTOTS | < omcds it e v o oh o o8 s Sk e 14,719,121 54
Miscellaneous Accounts Receivable............. 16,239,003 64
Material and Supplies—Ledger Balances....... 55,622,709 91
Interest and Dividends Receivable............. 558,445 86
ELenEs R oCeIVABIOL o 5t las oo v oo et a e b s e 468,027 15
©Other  Current ~Asgetiis, v fan St adasiieivns 9,747,616 29

DEFERRED ASSETS:
Working Fund Advances iaaiitvitcscesssns s $ 377,447 09
Insurance Fund:
System Securities at par..$ 6,679,184 06
Other Assets at cost....... 6,076,933 45
————— e 12.756,L17 51
Pexision: Contract Fand .. iSvise vesiovedeavesss 24,649,000 00
Other Deferred AsSets:.icv.escviresasesserss 3,176,378 22
UNADJUSTED DEBITS:
Rents pdid in' Advanee. ... cceivesvsassnssiosiass $ ITLI22 11
Discount on Funded Debl.....c.ccivviviiviiais : 6,886,208 53
Other Unadjusted Debits...cciviveiivesivoosas 4,043,054 44

$2,109,418,798 53

125,033,750 23

40,958,942 82

11,100,385 08

$2,286,511,876 66

Lid
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AT 31st DECEMBER, 1944.

LIABILITIES
Stocks: ®
Capital Stocks of Subsidiary Companies held by Public............. $ 4,669,840 00
Long TerM DEBT:
Funded Debt Unmatured:
Held by Pablie.y, . s ac oo iive s haninm $ 621,680,603 14
Held inSpecial Funds.' .o .i i coavee 7,773,302 79

629,453,905 93

DoMiNION OF CANADA (Accounts treated as assets in ;
Public Accounts of Canada):
e i e MR = A S SR AT N B L $ 645,103,871 64

Canadian Government Railways—Working
Bapital 0 i e T S e S s R e R s R R 16,771,980 54
CURRENT LIABILITIES:
: : —_— 661,875,852 18
Traffic and Car-Service Balances—Credit........ $ 7,014,709 06

Audited Accounts and Wages Payable. .
Miscellaneous Accounts Payable.....
Interest Matured Unpaid....

14,153,334 28
5,665,989 76
6,493,574 52
vl 6,353,598 86
Unmatured Rents Accrued....... cieuciacaqson 194,259 59
Retrned . Tax: LAGDIITEY .. v ves s sonsive shiaiss s siom 3,106,930 95
Other Current -Jdabilifies. s i iiletaiicisrasie an 12,612,178 23

—_—— 55,594,575 25
DEFERRED LIABILITIES:

e ' Pension: Contrach - Reserve. . v vee.iaes sasonne $ 24,649,000 00
Other Deferred Liabilitiesi. i ciiscvastovssons 6,405,273 45
et P 31,054,273 45

UNADJUSTED CREDITS:

Fhsurance’ RBBOYVE . i b oo vich 83 e s winte s s dsmas sl $ 12,756,117 51
Accerued Depreciation: :
Canadian Lines—Equipment only.......... 56,481,794 70
U.S. Lines—Road and Equipment.......... 21,035,703 74
T8 Tpased LiNeR: i vqws e s hnss 516 weaed 81,409 85
Deferred Maintenance Reserve................ 34,000,000 00
D ther- ReNeTVOR T 5% tre e s S s SNt SR g A e 11,589,013 74
Other Unadjusted Credits....v.eeesveeeeooasos 13,223,904 16
B 149,167,943 70
DominioN oF CANADA—PROPRIETOR'S EQUITY—
(See Note)

Represented by:— .
1,000,000 shares of no par value capital stock of

Canadian National Railway Company..... $ 18,000,000 00
5,000,000 shares of no par value capital stock of

The Canadian National Railways Securities

RGeS e SRR a b R N A A 359,080,515 31
Capital Expenditures by Dominion of Canada on
Canadian Government Railways........... 377,614,970 84

754,695,486 15
CONTINGENT ILIABILITIES:
Major contingent liabilities, as shown on state-
ment attached.

—— e

$2,286,511,876 66

Norte.—The Proprietor’s Equity is included in the net debt of Canada and is disclosed in
the historical record of Government assistance to railways as shown in the Public Accounts of
anada in accordance with the Canadian National Railways Capital Revision Act, 1937.

T. H. COOPER,
Comptroller.

CERTIFICATE OF AUDITORS

We have examined the books and records of the companies comprising the Canadian
National Railway System for the year ended the 31st December, 1944, and subject to our report
Parliament, we certify that, in our opinion, the above Consolidated Balance Sheet is
Properly drawn up so as to exhibit a true and correct view of the affairs of the System as at
the 31st December, 1944, and that the relative Income Account for the year ended the 3lst

ecember, 1944, is correctly stated.
GEORGE A. TOUCHE & CO.,
Chartered Accountants.

15th March, 1945.
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Mr. Beavpoin: I should like to ask Mr. Cooper what are the special deposits
which are mentioned in the section entitled “Current Assets”?

Hon. Mr. CHEVRIER: Page 12.

Mr. Beaupoin: Current Assets.

Mr. Coorer: $12421,000, Special Deposits?

Mr. CoorEr: We have some bond issues which have matured and the holders
of some of the bonds have not presented them for payment. The amount
necessary to take up those bonds has been placed in a special bank-account to be
available whenever the holders present their bonds for redemption. That is a part
of the account. The other part very largely consists of interest which has
matured and is due for payment as of say January 1, 1945. Again we take the
cash out of our general funds and we put it into a special bond interest account
at the bank. That is what that account consists of.

Mr. Beavpoin: What about miscellaneous accounts receivable, $16,000,000?

Mr. Cooper: The major portion of that item would represent accounts
against the government on government business. As you know in the case of
passenger traffic all military personnel travel on warrants. It takes us some
time to get those warrants in from the stations, check them over, list them up
and set a bill against the government, but for the time being we relieve the agents
of the outstanding warrants and we hold them in this particular account until
our bills against the government are rendered. There is a certain delay in the
rendering of bills particularly on government business. That is the principal
reason the amount appears to be high.

Mr. NicuorLsoN: The second item on this page is improvements on leased
property. Could we have some explanation as to what that item covers?

Mr. Cooper: When we make investments or capital expenditures on our
own property it is charged to the first item there, but if we have property which
is under lease such as the New London Northern Railway or the Northern
Pacific Railway, we do not own the property itself but we operate under lease,
and any improvements which we make to that leased property are segregated
and kept out of our own property investment account.

Mr. Rem: Does miscellaneous physical property include hotels?

Mr. Coorer: The major portion of that account represents our investment
in our hotels. It would also include other non-railway property owned by the

Canadian National Railways.
' Mr. JackmaN: Under deposits in lieu of mortgaged property sold you have
other assets at cost, $4,442,675. That is something you are allowed to substitute
under a bond mortgage for something you have sold?

~ Mr. Coorer: If a mortgaged property is sold occasionally under the terms
of the trust deeds the proceeds of the sale must be turned over to the trustees to
maintain the security of the outstanding bonds.

Mr. Jackman: What type of assets would there be in that $4,442,675?

Mr. Cooper: They are invested in interest bearing securities.

Mr. JackmaN: Mostly government bonds probably?

Mr. Coorer: Of the $4,914,175, $3,375,000 is Dominion of Canada bonds. =

Mr. JackMAN: As to investments in affiliated companies, $40,000,000,
perhaps you will recall that some years ago among the affiliated companies, if I
recall correctly, there were some in which you did not have the entire capital
owned by the railway. I think there were a few lines running out of Montreal.

Mr. VaueHAN: A small minority interest.

Mr. JaAckMAN: You were going to clean them up if you could.
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Mr. VauveHAN: We are working on them. I think there have been one or
two cleaned up. It is a long legal process in some of these things. We are
working at it consistently and we are making some progress although the
progress is not as fast as we would like. :

Mr. Jackman: The fact it is necessary to make improvements of these
affiliated companies, not wholly owned, from time to time does not interfere
with your bargaining?

Mr. VaugHAN: No, not at all.

Mr. Cooper: You will find full details of that item set out on page 21,
Mr. Jackman.

Mr. JackmaN: I do not think it is important enough to inquire what those
are just now, the ones you are trying to tidy up and get the worthless proprietor-
ship out of the way. : >

Mr. Cooper: I think the ones we are trying to clean up are included in the
first item of the liability side.

Mr. Jackman: Capital stock of subsidiary companies held by public?

Mr. CooPer: Yes, and if you will turn to page 22 you will see the particular
lines to which it relates. Those are the companies where there are minority"
shareholders to which this account refers.

Mr. JackmAN: Canadian Northern Quebec Railway Company; is that a
paying line? When I say “paying” I mean as far as stock?

Mr. VaveHAN: The Canadian Northern Quebec is merged with the rest of
our system and has been merged with the Canadian National Railways for
many years but there are a few bonds outstanding and we are trying to get
those in.

Mr. Jackman: This is capital stock, not bonds.

Mr. VaveHAN: There is some stock outstanding.

Mr. CoopEr: The stock is shown on page 22.

Mr. JackMaN: $3,849,200, but that stock is worthless really.

Mr. Cooper: In our opinion absolutely worthless.

Mr. VaucuAaN: Yes. We do not propose to pay anything for it.

Mr. JackmaN: What about those public markets there?

Mr. Vauncean: The public market is the Winnipeg stockyards. That is
owned jointly by the Canadian Pacific railway and ourselves.

Mr. JackmaN: I understand that you have some kind of slaughter-house? -

Mr. VaveaAN: We have no slaughter-houses. We have substantial stock-
yards, but we do not operate slaughter-houses. We have not come to that yet.
1 t%\/Ir. JackMaN: Which item is that, the stockyards in Monteral? Who owns

a )i :

Mr. Coorer: The stockyard is a fully owned subsidiary of the Canadian
National Railways. That is not an affiliated company.

Mr. Jackman: Is this the big stockyard in Winnipeg? 2

Mr. VaueHAN: Yes, it is. It is a profitable stockyard. It makes a return
on the investment.

Mr. JackmaN: Who owns the rest of it?

Mr. VaugHAN: The Canadian Pacific Railway and ourselves own it jointly.

Mr. JackmaN: The Vancouver hotel is doing very well now?

Mr. VaucHAN: Yes.

Mr. JackmaN: Would you give us a breakdown statement on the hotels
owned by the system; something similar to what you have in former years?
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Mr. VaveuAN: We can file that with you if you so desire.

CANADIAN NATIONAL HOTELS

Year 1944
Revenues Expenses Taxes Net
CHarIOBteloWn 6 v oot vosivossss $ 164,603 92 $ 136,263 87 $ 5,155 61 $ 23,184 44
No?rl;oScotian ................... 826,489 50 583,329 02 19,832 90 223,327 58
R Akean EmUTIOn 15 % au ¢ inisim 5 2,258,708 67 1,668,000 81 75,192 71 515,515 15
Prince Arthur 237,899 18 195.626 22 5,905 82 36,367 14
Fort Garry --ol.ivivoine 667,058 01 504,112 55 30,331 89 132,613 57
Prince Edward 183,429 52 155,879 67 4,091 65 23,458 20
MACAonRId s s e s e 743,836 14 579,996 57 16,600 30 147,239 27
Besaborongh = ..., it e ik 541,811 90 424,144 36 3,357 60 114,309 94

Mr. JackMaN: Thank you.

Mr. Rem: I would like to see how the Vancouver hotel is doing.

Mr. Jackman: That will hardly be possible. It is only half owned by the
Canadian National.

Mr. Rem: I know that.

Mr. VaveaAN: The Vancouver hotel itself and the furnishings are entirely
owned by the Canadian National Railways. The Vancouver Hotel Company,
the operating company, is jointly owned by the Canadian Pacific Railway and
ourselves. The Vancouver Hotel Company leases the hotel and furnishings from
the Canadian National Railways.

Mr. Rem: Have they changed the telephone system? It is the worst in
the country.

Mr. Vauvcuan: Is that a fact?

: Mr. Rem: You have to wait three or four minutes any time you put in a
call.

Mr. Vaveuaan: That is probably the fault of the telephone company. We
will be glad to look into it.

Mr. Rem: No, it is not the fault of the telephone company.

Mr. Vaveaan: I will certainly look into that.

Mr. Rem: That has been going on for the last three or four years that I
know of.

Mr. NicuoLson: Was there some special reason for taking the C.P.R. in on
this?

Mr. VaugHAN: There is a long story behind that, Mr. Nicholson. This
hotel of ours remained unfinished for some time, work was stopped on it during
the depression. Then an arrangement was made with the Canadian Pacific
Railway Company. The hotel was finished, and under the agreement they under-
took to close down their own hotel and not to operate it again as a hotel during
the period of the agreement, which is for 21 years. The arrangement was
intended to be beneficial to both parties.

The CuAIRMAN: Any questions on liabilities here?

Mr. Rem: That is on page 12?

The CuamrMAN: Yes. And now, page 13.

Mr. Rem: I notice on page 13 reference is made to a deferred maintenance
reserve of $34,000,000; also there are items there for accrued depreciation.
Would you mind explaining what “accrued depreciations” means?

_ Mr. Coorer: In the case of deferred maintenance the funds are separately
invested. We have victory bonds to the amount of $34,000,000. We are holding
those funds because we will need them when the work gets under way; but in

the case of accrued depreciation, the funds are not held in a separate fund but
are used currently to finance capital expenditures.
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Mr. Beavpoin: What about the use of your lines by the radio corporation;
how much does that bring in the way of revenue per year, how much do you
charge per line? 3 \

Mr. Cooper: The item in which the revenue is included you will find on
page 13—the item of $6,998,160.62.

Mr. Beavpoin: Have you got information on that? Possibly you could
give us a breakdown of it at a later date.

Mr. Vaveaan: That is a three-way contract, between the C.B.C., the
C.P.R. and ourselves.

Mr. Coorer: The amount of revenue from broadcasting purposes in 1944 was
$409,583.

Mr. Beaupoin: And, how much do you charge per line?

Mr. Coorer: That is something I'll have to look up.

Mr. VavcHAN: We have not the agreements with us.

The CrHAIRMAN: Have you any more questions? Shall we turn over the
the page?

Mr. NicmoLson: Other current liabilities, $12,612,178.23. That is a very
large item compared with the other items listed in the breakdown, isn’t it?

Mr. Coorer: Again I am pretty sure that the large proportion of that is
due to the bonds which matured and which have not been presented for redemp-
tion. As you know, in July we called an issue of $56,000,000 bonds, and at
the end of the year there were between $5,000,000 and $6,000,000 of those bonds
which had not been presented for redemption, although the interest on them
stopped as of July 1st. I suppose when the holders did not collect their interest
on January st they would wake up and turn them in. We have $5,823,000 of
the 5 per cent bonds which we call for redemption on July 1st, 1969; altogether
we have 6 million dollars of different issues which have matured and for which
the bonds have not been presented. Then there is an acerual against bills
which have not been vouchered. For instance, bills have been received at the
end of the year for fuel. We would take a debit in our fuel stock account and
set up an accrued liability pending receipt of invoices. When we receive the
invoices we voucher them and the amount is then transferred to accounts
payable; a considerable amount of the $12,000,000 represents unvouchered bills.
There is always a certain carryover.

Mr. LaCroix: On page 13 I notice there is an item of capital expenditures
for Canadian Government Railways amounting to $377,614,971.84. Could you
give us some explanation about that?

Mr. Coorer: When the Canadian Government Railways were entrusted to
the Canadian National for management, and the revenues and expenditures for
those railways were going into our operating accounts we felt that a corresponding
investment item should be set up in the property investment account; so that
the first item on page 12 of the balance sheet, road and equipment property,
includes the ledger value of the Canadian Government Railways at the time they
were entrusted to us for operation. The offset to that is this liability to the
government. The funds were provided by appropriation of public moneys. The
item represents the amount of money which the government of Canada invested

~ in what we call the Canadian Government Railways.

The CuamrMAN: All right, gentlemen, are there any more questions on
page 14?
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DOMINION OF CANADA—PROPRIETOR’S EQUITY ACCOUNT

Balance at Transactions Balance at
3lst Dec., 1943 year 1944 31st Dec., 1944
CAPITAL STocK OF CANADIAN NATIONAL RATL-
AN GO MPAN L . T i e S e o b o s n s ot $ 18,000,000 00 $ $ 18,000,000 00

CArPITAL SToCK OF THE CANADIAN NATIONAL
RAILWAYS SECURITIES TRUST

Detial stated value 5 . ocuinionl vios $270,037,437 88 $ ERE $270,037,437 88
Barplus eaPnings ..o .. i Vi vas sa e 64,719,007 29 23,026,924 35 87,745,931 64
BRI IS Lt s v S v e & 19,105,651 38 A5 19,105,651 38 G
Ganilal tomten 1000 o i it . 17,181,633 8% * 626,871 75 17,808,505 59

$336,680,462 71 $ 22,400,052 60 $359,080,515 31

CAPITAL [EXPENDITURES BY DOMINION OF

CANADA ON CANADIAN GOVERNMENT RAIL-
SRANE fose v, Do e e s e S T $377.614,971 84

Nominal consideration for transfer of

property ...... s S N T e $ 1 00 $377,614,970 84
$732,295,434 55 - $ 22,400,051 60 $754,695,486 15

* TLoss on abandonment of dock facilities at Seattle, Wash.

All right then, page 15, operating revenues and operating expenses:

OPERATING REVENUES

1944 1943
e e e e S e e e Ry S e e $317,735,454 78 $320,758.860 87
Marltlme Rates Reductwn ............................ 3,853,273 6 4,140,862 77
Passenger ..... : 69,776,256 67 66,891,033 94
Baggage . 156,989 88 130,045 98
e T e e T B e G A L o 4,564,393 26 4,177,870 17
P IEOT ARG (OHARE, CAT % vy sivini o s s a v stk R o0 eitabts 226.215 49 217,126 00
3. 3 C il AR e YRR O oo 4,204,761 03 4,047,893 92
Railway Express Agency ... s 632,953 99 630,036 91
EERE. Tt T e T e e S A ain s 17,375,188 97 16,860,746 10
Other - Passenger-Train . . iai oo sdyiasi 28,720 17 14,079 88
(o) S S S S LS I e o S S Sl SRS A L 0 429,094 53 432,293 55
i L A e Ry i T M RS N T e 3.294,605 94 3,092,258 36
T g i L 2 S s SO SR S b O B o 190,916 37 137,498 71
B0 I BNIEOE: 42 o e « 2 e s T o8 b o Rt 4,471,567 77 4,711,769 37
REETHUTHHLS  T4/e n 0 Wi fan Slie 20w soaionin s 400 w3005 + S A 272,862 79 131,986 46
Station, Train and Boat Privileges ..........occveinns 582,179 49 432,043 30
e R R S s e e e e 153,319 74 149,151 84
BEorae—Treighty, < o o i s B Gioterms e S les N LA A s 75,808 82 97.879 32
S OTaEe—— PR AEE 5 5 o v ss S ale b Bl A S TS g 97,881 62 80,652 28
TRCYIMILTALE v 3 i osie 4 W5 S NOTTa 6 2r P NS o e e & e S AR T 1,886,518 72 2,442,762 99
Telegraph ‘Commission’ (U.8.) o. . teiiaiiivaionityas 14,281 72 14,096 83
TPelegraph—Commereial = ici i oiiiii v cas e se ihows 6,998,160 62 7,089,378 82
AL PN cag ol i e o PR R eiss e o T AT 539,617 91 530,487 67
Rents of Buildings and Other Property ............... 779,617 34 633.436 54
Miscellaneous . .v.veeeiviereseeeuiiiiorastairaiaiains 2,179,313 58 2,162,239 27
Joint Facility—Credit .......ccooceiviiiiiiiiiiiiinn., 736,613 73 713,175 05
FORC R ACHIT——BEIIE L 50 v o s Wiy Sk drobs ©o % bioTpan s e s i7q 109,058 19 103,172 32

$441,147,510 35 $440,615,954 58




RAILWAYS AND SHIPPING 49

OPERATING EXPENSES
MAINTENANCE OF WAY AND STRUCTURES

Superintendence ......ceciieiiiann. N R e e $ 4,100,471 88 $ 3,400,526 42
RoAdWay MAIRteRanUE i siisaa i v vio s keason wlhsaons 8,660,168 89 6,976,895 50
Forthely ., And DUDWATE ., i Fh cansis o x xwl wht S 4BV a b s 38,050 80 50,985 29
Bridges, Trestles and Culverts ... ... ... iivieveniveren 2,424 967 38 1,838,391 52
B e o e e B L R R N e W e e 8,294,237 25 6.190,555 28
R AR o L e i o o B B A S e s TP Lo 4,026,706 50 3,237,902 31
Dler Erack ARl al - o o i s o v or SR g e e 3,229,879 48 2,774,329 90
150 1P o STt SR SR e S T s sty g T 1,502,041 15 1,437,333 74
Track Liaying and ISuplaoing . S il i menii st 18,979,235 81 15,801,141 43
Fences, Snowsheds and Signs .........ccvvvvivnevenans 561,071 48 467,317 50
Station and Office "Buildngs - i 6l i eiss suvdners e 2,779,798 12 2,201,496 33
Roadway Bl s s eveivs 05 vas or e s aptane s ey 310,629 38 288,416 79
Water Stations 561,950 03 488,874 36
Tael: SEabions’ v s w5 cavmias Soa i r neitss S SRS T 278,713 86 288,153 91
Shops and . Enginehoioe < i vavssie 5 smsmmeasrs s sms i 2,077,034 31 451,188 58
Grain BIovatorh 5 o s vos Fo AA maisted patvas o s i s o5 e s sre 49,880 56 44,037 08
BT T e R SRR e S ea ok SRR R 227,927 51 249,401 82
Telegraph and Telephone Lines .............ciiovnun... 1,074,642 24 970.338 59
Pélegraph——Commerclal v  coiciesssssns vaniessbive e 1,257,556 44 998,103 66
Dignals: and  Tnterlockers: v i itiawi o s o sisnas ok sw Sy vt e 1,172,196 40 996,918 24
POWEr PIARTE Sk g s i e e Ry b et e S ek 24,669 57 8,023 77
Power Transmission SYStEMS J.. e ivnsvstavessssnsns 194,408 10 110,311 74
Migcellanepis SErUctUras . v i s siicss voetn Sk s iemn s aas 4,824 63 2,884 36
Road Property—Depreciation—U.S. Lines ............. 764,133 41 763,317 87
Road Property—Retirements ..........coeisvnnceannns 1,564,321 77 2,286,928 41
Dieferréd & M B heflai R v d v s A b ST Gl ards s 6.500,000 00 8,150,000 00
Ronday: Maphines: ol sitinesdeahe sy nas s d ety 540,607 28 467,957 41
Dismantling Retired Road Property ................... 90.363 99 111,193 83
Amortization of Defence Projects .........eevevvnnnnes 1,002,284 68 1,005,600 84
Small: Pools and SOnplies “Ji it o5 aars s o o bngeies 884,498 50 777.648 28
Removing Snow; Ice, and Sand i 1oy s onne e s i 2,829,113 49 3,758,971 39
Public Improvements—Maintenance .........eoeeeeenan 370,190 -41 293.874 98
Injuries To Perons. - i oi 8t d v anins o oo s s e 370,295 76 515,272 59
INBREANCE-", ok 54 5 s s s o R e e R S O PCELE 24,666 53 20,017 20
Stationery rand - Printihgss ot tins S not sy bia s 66,657 97 59,994 41
Other” . FEpanEes ™ & ious ot s i e e et ok s vrs Sowdss 39,742 94 37,349 52
Maintaining Joint Tracks, Yards, ete—Debit.. U 794,153 26 : 838 314 80
Maintaining Joint Tracks, Yards, ete—Credit.......... 1,727,321 52 15670872 58
Right of ‘Wiay BIXDENSes:-.. .. «-iuins- . cainmidnes ssnatsaas 68,484 40 51,366 39
PrOBOCIIVE SOTVICER - «onsbo 55 frim s N e 5l e ST e S 500 00 190,650 95 497,466 00

$ 76,503,925 59 $ 67,308,429 46

Mr. NicHoLsoN: In connection with the item on passenger revenues, I see
there has been an increase in 1944 as compared with 1943. I wonder if the
president could make an additional statement to the one he made this morning
regarding their plans for the post war period? There is a good deal of talk
in the United States about speeding up services and putting new equipment on
the railroads. Realizing that transport is going to be a highly competitive
industry, could Mr. Vaughan make some statement about that?

Mr. VavcHAN: We have had a committee for some time studying the
various matters to which you refer: the merits of stream-line trains, Diesel
equipment versus steam equipment; and we have been going in a rather ex-
haustive way into every matter which we think might mean an lmprovement
in service and perhaps a decrease of cost. Of course, improvement in equipment
does not always mean a decrease in cost. But we are studying all these matters.
We realize that we are going to get keen competition as time goes by from
the highways, from water, from the airways; and we are studying ways and
means of meefing it.

Mr. Nicaorson: How far along are you with your plans, and how soon
will equipment be available?

Mr. VaueuaN: We are getting reports from time to time on these matters.
We have to study the economy of each situation very carefully, because we

1
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do not want to go haywire and spend a lot of money that is not going to bring
us a return. These things have to be very carefully studied. While in the
United States streamlined trains between two thickly populated cities may be
operated profitably there are not very many places in Canada of that nature,
and we might find it difficult to make trains of that kind pay. However, we
are determined that we are going to keep this railroad up-to-date and we have
a number of things in mind which we are not saying very much about until
our plans are more matured.

Mr. NicHoLsoN: In the west there is a general feeling that if some more
convenient service were available the railways would thereby have a chance
of getting a share of the business. There is so much freight handled on most
of our western branches that unless we can speed up service by rail the buses
are going to get more than their share as soon as bus equipment becomes again
available.

Mr. WartoN: It we do not speed up the L.C.L. freight, trucks will get that.

Mr. Rem: Can you explain the apparent falling off in revenue from dining
and buffet car service—that is shown there on page 15?

Mr. WavtoN: I can answer that, Mr. Reid. There is a drop in revenue
in 1944 as compared with 1943 in the dining and buffet car revenue; and our
records show that it is practically all due to a smaller number of meals being
served to the armed forces. There were less of them travelling and.being served
meals in 1944 as compared to 1943. You see, we did not have as heavy an
overseas movement going, and the returning movement had not started. That
meant that fewer meals were served to members of the armed forces in 1944
than in 1943.

Mr. EmyersoN: Isn’t there an increase in maintenance?

Mr. Warton: I do not think there is any department you will turn to that
does not show increased expenses.

Mr. Hazen: Speaking of passengers, whom do you issue passes to?

Mr. VaveHAN: The Clerk of the House issues identification cards to
members of parliament.

Mr. Hazex: Under the Railway Act.

Mr. VaveuaN: The Board of Transport Commissioners have rules and
regulations which preseribe those to whom free transportation may be issued.
We can only issue free transportation in accordance with those rules of the
Board of Transport Commissioners. If there is any question about whether
or not a person would be entitled to free transportation—for instance some
celebrity might come to this country and we or some other railroad might want
to give him free transportation for some special reason—we would have to
ask the Board of Transport Commissioners if they would permit us to issue a
pass to that person.

Mr. Hazen: Do dominion government employees get passes?

Mr. VaveHaN: No, sir.

Mr. Hazex: None of them?

Mr. VaveHAN: Just the Department of Railways.

Mr. EmumErsoN: The Department of Transport.

Mr. VaveHAN: Some of the employees of the Department of Transport
do, yes; those who are engaged in railway work.

Mr. EmmERsoN: Do you issue passes to the press?

Mr. VaucHAN: Under certain conditions.

Mr. EMMERsoN: Just as the C. P. R. do?

Mr. VaveHAN: I think Mr. Thompson can tell us something about that.
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Mr. Warter TroMpsoN: You are asking if we issue passes to the press?
Mr. EMMERSON: Yes.

Mr. Taompson: The terms of the Railway Act, as I remember them, are
to the effect that it shall be illegal for any railway to issue free transportation
to other than the following: members of the Senate, members of the House of
Commons, members of the press. They are specifically included in the Railway
Act of Canada. There is certain transportation issued to the Press under
strict supervision of the Board of Transport Commissioners; but a statement
must be made to the Board of every piece of transportation issued, the reasons
for its usage, and it is very carefully checked. It is done with the full authority
of the law passed by our Parliament, and is kept down to reasonable limitations
both by the press themselves and by the railway companies, and by the Board
of Transport Commissioners.

Mr. Rem: Is it not a fact that what is called a pass to members of the
House of Commons and the Senate is in law a request, or a requisition on the
railway companies to transport the members of the House of Commons and
the Senate, differentiating it from a pass issued to a railway employee or some
one else? I remember two years ago bringing my girl here to continue her
education and the officials refused to issue her a berth because they said she
was travelling on a pass. I maintain that it was not exactly a pass, because it
was a requirement of the law, on a request to the railway, to carry a member
of parliament and his family. This, as you know, was done for a very good -
reason, to keep members of parliament from ‘being handed things.

Mr. VavcuaAN: I do not think a family is included.

Mr. Rem: A person under 21, whom you are supporting. Every member
and every senator who has any member of his family—

Mr. Hazex: I do not think it states that in the Act. :

Hon. Mr. Cuevrier: I have the section here. It is section 346. It covers
members of the Senate and House of Commons of Canada. I do not think the
family are entitled by virtue of the Railway Act. =

Mr. Hazex: Does it not say, “upon production of their eard”? It is not
called a pass.

Hon. Mr. Cuevrier: That is right. Do you wish me to read it?

Mr. Rem: Yes.

Hon. Mr. Cuevrier: Very well. Section 346 reads:

Members of the Senate and House of Commons of Canada, with
their baggage, and members of the Board and such officers and staff of
the Board as the Board may determine, with their baggage and equip-
ment, shall, on production of cards, certifying their membership or right,
which shall be furnished them by the Clerk of the Senate or the Clerk -
of the House of Commons or the Secretary of the Board, as the case
may be, be entitled to free transportation on any of the trains of the
company ; and the company shall also, when required, haul free of charge
any car provided for the use of the Board.

Then section 347 goes on to say that, subject to a number of preceding sections,
no company shall issue or give any free ticket or free pass, without specific
authority.

Mr. EmMEersoN: The railway also issues transportation to provincial
members. '

Mr. Hazen: Within the province.

Mr. Emmerson: Within the province, that is true. They are limited in
range.

Mr. VaveHAN: Yes; within their province only.
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Mr. Suaw: Are those passes issued to M. L. A’s merely complimentary
passes?

Mr. VauvcHAN: Yes, Sir.

The CrARMAN: Are there any other questions on operating revenues?

Mr. Hazen: Mr. Chairman, in Mr. Vaughan’s statement to the minister,
page 9, he says that the combined revenues of the year-round hotels amounted
to $5,639,000. Could he tell us the combined expenses of the year-round hotels
for 19447

Mr. VaveHAN: A gentleman over here asked us to file a statement on the
earnings and expenses of the hotels and we intend to do that. You will have
a statement of that filed.

Mr. NicuoLsoN: In connection with these operating revenues, I wonder
if Mr. Vaughan could make any statement regaring the sleeping car program?
Are we likely to have as been a demand for sleeping car space in the next five
years as we have had in the last five? And if so, what plans are being made to
take care of it?

Mr. VavcHAN: I do not think the demand will be as great; and we will be
able to put more sleeping cars back onto the regular runs again than we have
at the present time. I think there will be plenty of sleeping cars for everybody
within six months or a year’s time.

Mr. Nicuorson: I think perhaps during the last four or five years a great
many people have been using sleeping ecars who previously did not use them,
and I imagine the demand will possibly be a good deal keener; and having a
trans-continental service, I should imagine that more sleepers would be required
than we had. Have you any plans under way in that regard?

Mr. Vaveuan: We have plans under way for some new sleeping cars.
Plans and specifications are in the course of preparation now.

Mr. Nicaorsox: Can you make any statement as to how many?

Mr. VaueHAN: -We have not determined how many yet. There will be
quite a few, though. We do not want to order too much equipment until we
see how everything balances up when these troop movements are over. There
are a large number of sleeping cars that are now being used in troop movements
that will be available to the public.

Mr. NicuoLsoN: I should think that a company of the size of the Canadian
National should be giving a lead in providing employment for the next few
years; and the manufacturing of some of this equipment would seem to me to
be a legitimate type of undertaking by which to employ materials and man
power.

Mr. Vauegaan: We have a substantial amount of new passenger equipment
under consideration which we hope to order at an early date.

Hon. Mr. Craevrier: There is some being manufactured now.

3 1‘\’/Ir. Lacroix: Is it your intention to enter the bus business on a large
scale?

Mr. VaveaaN: We, of course, have some buses now and we are studying
routes with a view to determining if it is desirable to put buses on any other
services. We do not want to go directly into competition where there are
already bus lines giving a satisfactory service; and a good many of the high-
ways are already fairly well provided with buses by well-established companies.

Mr. Lacrorx: I see; that means competition for your company.

Hon. Mr. Cupvrier: Certainly it does.

Mr. Harkness: I see under operating revenues, grain elevator, $539,000;
and under operating expenses, $49,880; and again under miscellaneous, $287,000.
Why is that in two items as far as expenses are-concerned?
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Mr. VaveaAN: Mr. Cooper can tell you that, I think.

Mr. Hargness: What is the story on those grain elevators?

Mr. Coorer: We have an elevator at Tiffin, one at Portland and one at
St. John; but I do not think that I can answer that question without more
detail than I have here.

Mr. Harkness: I was wondering why those expenses were split into two
items, one under straight maintenance of way and structures and the other
under miscellaneous.

Mzr. Cooper: The item in maintenance would be maintenance of the building
itself and the other item would be operating costs; just as in the railway you
see under maintenance of way the cost of maintaining the track and the
buildings, and over in the transportation account you see what we call the
costs of operation, the cost of operating the trains.

Mr. Hargngss: The total shows a profit of around $200,000. Is that fairly
typical?

Mr. Cooper: I would think that was better than normal. The revenue at
St. John was $34,000. The expenses were $50,000. So there was a loss there
of $16,000. With the one at Portland, the revenue is $107,000 and the expenses
were $193,000. There was a loss there of $86,000. Then at Tiffin—that is at
Midland—the revenue is $397,000; the expenses were $106,000 and the net
profit was $291,000. The three elevators combined show a profit of $188,000.

That is the revenue as compared with the cost of maintaining and operating
these elevators.

Mr. Harkness: That includes depreciation, I suppose, of the elevators?
Mr. Coorer: No, sir. We do not take up depreciation on that property.

Mr. Rem: Why is it that there are two different items of grain elevators
on page 15, under the heading we are discussing now?

Mr. HarkNess: He has just finished answering that question.

- Mr. Rem: I am sorry.

Mr. Coorer: The first item under the heading of maintenance is mainte-
nance of structure itself and the second item is the cost of operating the elevator.

The CHARMAN: Are there any other questions under operating expenses,
gentlemen?

Mr. HarxNEss: Just one other question on these grain elevators. The rates
charged, I presume, are those set by the Beard of Grain Commissioners or
this board that deals with rates and so on?

Mr. VaveHAN: That is eorrect.

The CruamrMmAN: Can we turn over to operating expenses, maintenance of
equipment, traffie, and transportation?

Some hon. MEMBERS: Yes.



54

STANDING COMMITTEE

OPERATING EXPENSES (Continued)

Maintenance of Equipment

Superintendence

RRop I MERIREPT . e BTN T L s ke s e e
Power Plant Machinery ........cccoviveeceennnn.

Machinery—Retirements .............
Machinery—Depreciation—U.S. Lines

Dismantling Retired Machinery ..........coccveu.e.
Steam Locomotives—Repairs ........ceeveueiann..
Other ‘Locomotives—Repairs ......c.oveveviienenss
Freight-Train Cars—Repairs ...coveeeerveronsennnn
Passenger-Train Cars—Repairs ........cceveeuueen
Floating Equipment—Repairs ........cc.cevevunin.
Work Equipment—Repairs .....cceeeeviianasesssts
Express Equipment—Repairs ..........ccocveeenn.
Miscellaneous Equipment—Repairs ................
Miscellaneous Equipment—Retirements ............
Dismantling Retired Equipment ..............c.0...
Equipment—Depreciation .......c.ciiiiiiiiiiiines
Express Equipment—Depreciation .................
Injuries to Persons ........... T A e S

Insurance

Stationery and Prinbing ... . ovesshoeiraavonigeos
Ty h i ot o T - PR R s e ]

Joint Maintenance of Equipment—Debit ..
Joint Maintenance of Equipment—Credit

Deferred Maintenance—Equipment ....... )

Traffic

Superintendence

O atRTd o ATETIOIEE. . \icss oo iniais o 5065 wals dios wiasfota s e o
T A RTT g GEA p E S i TR RS SRS RS e R
A0 A RSOCIABILIRE s i & ob s Ros s i Simib g e e e 6 e
Btationery e PrIbINE = . 8 il caili viiet casarasos sy .
TR T G S e e o N S S LB e B
IR AR BUTORI. e v v sia o 4 s a ves. s o gl e e A n s
Colonization, Agriculture and Natural Resources ...

Transportation

R OD DI OTILOTIOE ~ =is & o 2o = et arbia ois ¥ iare s s raw s wie v o
Pispatehing = Bramgi ", 5. feonve s o5 sv-mem Satden s e o
S ation S BmMPIOFees 1L G i st 5 e Cha e o vie e
Weighing, Inspection, and Demurrage Bureaus ....
Station Supplies and Expenses ...........cc.ce0n.n.
Yardmasters and Yard Clerks ..........cccoauen.
Yard Conductors and Brakemen ............co.vvn..
Yard ‘Switch and Signal Tenders .........cocoviue.
Noard: FAGIDOMEH - o 2% i a sbe s it e o vl e W T hans o
BT NEOROTRONE 5o S a5 s 54 A e ok e eimaT o g o £ 4
Nard Bwitching-Fuel ©o. oot itame ey sovosivaein o
Yard Switching Power Produced ..........cc.cnu..
Yard Switching Power Purchased .................
Water for Yard Locomotives ..........coviveienens
Lubricants for Yard Locomotives .................
Other Supplies for Yard Locomotives ............
Enginehouse Expenses—Yard .....coeeeeinennnaens
Yard Supplies and Expenses.........ccccccvinneee.
Operating Joint Yards and Terminals—Debit ......
Operating Joint Yards and Terminals—OCredit .....
M Ty 500 B s s oo I S e I PR S e
BB - NN e OB et o < W s AT i g B a3
ol ye el 17 el A e PR S S SR S TR T g
Train Power Produced ........ T i e e AR i
Train Power Purchased ...\ .cuvivsiesosonsssnos
Water for Train Locomotives .........ccovceievane
Lubricants for Train Locomotives ..........cccneee
Other Supplies for Train Locomotives .............

Caried HOMNAT < &« e s/ ur woleerasaess

1944
$ 1,631,670 35
1,994,656 93
108,904 48
89,900 85
65,093 10
2,849 50
23,100,702 73
300,952 75
16,673,746 56
9,126,776 80
437,205 04
2,172,248 56
188,324 36
167,614 95
6,923 44
52,492 63
19,853,984 95
160,026 91
510,255 63
21,570 70
53,460 21
11,032 95
209,053 73
225,055 36
3,500,000 00

1943

$ 1,380,610 64
1,405,443 40
65,296 35
280,173 62
64,968

6,017 31
20,520,105 61
187,668 43
14,406,357 85
7,960,260 28
400,698 33
1,873,455 01
144,423 02
116,630 53
2,719 28
64,536 76
19,829,613 32
156,206 50
433,855 00
19,028 25
47,004 37
11,949 24
207,565 49
218,056 55
3,000,000 00

$ 80,215,292 75

$ 72,366,530 73

$ 2,210,788 63
2,829,028 45
331,246 72
122,579 63
262,000 71

233 44

111,648 49
191,167 45

$ 1,972,998 40
2,624,847 08
381,445 84
105,822 89
291,048 74

17 52

95,089 70
175,810 04

$ 6,058,693 52

$ 5,647,080 21

4,009,532 29
2,266,139 69
24,540,076 41
108,434 83
1,812,688 60
4,713,325 42
8,403,169 31
881,830 24
5,385,722 59
628,486 59
6,643,950 27
16,571 72
98,296 02
209,572 15
80,098 41
53,522 20
2,075,708 61
183,169 35
1,771,465 75
2,056,723 75
15,723,643 52
122,442 39
36,685,000 61
12,686 19
44177 83
1,352,320 18
566,191 83
309,738 45

1,965,670 87
14,612,370 91

114.602 84
33,447,645 27

17,916 08

58,537 43
1,279.597 99
540,069 96
284,984 01

$116,731,237 70

$105,264,972 78
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Enginehouse Expenses—Train ............c....... 5,949,232 39 5,152,917 65
Tra!nmen BV IBi0s 5 AL N AR s A s RS hES A 4 e 18,061,650 85 16,250,269 83
Train Supplies and Expenses.........cccvvenenn... 10,987,421 68 9,839,359 66
Operabing: Sleeping BaXs: ci. voivwvaiin ol s ossmns 2,003,564 87 1,762,137 90
Signal and Interlocker Operation................... 582,601 02 519,634 20
BT e e e U L G B SR e s R e R 854,335 45 764,211 32
Drawbridge Operation ......... SHAN N b e R S 132,389 16 121,717 82
Telegraph and Telephone Operation................ 436,578 56 389,983 62
Pelegraph~—~Commiercial. s vv i e taiinsneeiasions 5,371,875 16 4,721,131 28
Operating Floating Equipment.......cccvveununnn.. 1,245,491 30 1,152,710 36
EXpress .......... ITINAGUE SR e e 9,415,564 85 7,742,672 35
Stationery: and: Prinbinga:viiines s dahis oo inen s o 698,296 38 650,390 99
Other  FIXPERBEE . v 1o s 045 v sahs s va s tym St ese 1,244,142 92 1,139,639 79
Operating Joint Tracks and Facilities—Debit. . = 833,207 47 743,402 61
Operating Joint Tracks and Facilities—Credit..... 483,333 47 492,321 93
FRRUPARCE s lhelas 5w b s e B i e e e 14,366 29 11,645 86
Clearing - WIock .t ies sn e st G R b s g onod 481,578 18 556,223 80
Damage to Property ....... e e S 119,443 07 68,201 67
Damage to Live Stock on Right-of-Way............ 76,521 27 76,953 33
Loss and Damage—Freight......c.cioiveiiiiincian. 1,772,776 52 1,412,664 81
Loss and Damage—Baggage.......ccoviveivnnnennns 20,115 25 13,682 08
TRy e T T R R R R 1,340,642 16 1,615,246 55

Miscellaneous

Dining and Buffet Servict: .. iseors vaesiavsssvans :

$177,889,699 03

$159,477,448 33

$ 5,325,339 60

$ 4,897,656 95

A in b S e B e L S NI S e T 272,580 27 138,501 21
Grain Plevators ...:.ceecscesass A 287,379 59 305,397 73
Other Miscellaneous Operations.........coovvuvveeeas E 37,078 91 38,860 86
$ 5,922,378 37 $ 5,380,416 75

General

Salaries and Expenses of General Officers..........
Salaries and Expenses of Clerks and Attendants....

$ 502,657 22

$ 473179 16

5,607,560 78

General Office Supplies and Expenses.............. 300,660 92 292,898 58
TR I DOTIRON o o i s s s A A e S e S 392,428 05 339.984 73
Relief Department EXpenses.........oeeeeeiueesnen 27,500 00 27,500 00
PanBIONS * i ¢ o b SRS G e VT e A e e e I uers sl o 7,641,801 74 7,083,929 75
Stationery and Priofiliges i e ais s sevsnsssionsi 35 5.468 17 203,924 51
Valuabion: FXDONEES. ok s o1 ssicd vk o 5d vaw siam/ateia t'e 15,793 89 14,237 01
Other TXDENEES - i (e poessbsmaash v ras s i wod 211,902 55 222,827 27
General Joint Facilities—Debit. ....veeeeeeanseenns 49,994 41 40.909 03
General Joint Facilities—Credit................... 11,404 5% 11,186 80

$ 15,957,054 27

$ 14,295,764 02

Mr. Rem: What do you mean by train power purchased, the two items

there on page 16? What is meant by that?
The CuarmaN: What is that question?

Mr. Rem: What is meant by train power purchased, the two items there.
The CramrMAN: That is under transportation, near the bottom of the page.
Mr. Wavton: There are two items. There is train power produced and train

power purchased. One is power that we produce ourselves for operation and the
other is where the power is purchased. For instance, Montreal has electric loco-
motives which operate on power purchased from the power commission.

Mr. VaveaAN: From the Quebec Hydro-Electric. ‘

Mr. WaLToN: Yes.

Mr. NicaoLson: I wonder if any plans have been made to modernize the
cabooses on the freight trains? A lot of the railway crews spend a large part of
their lifetime in those cabooses, and it seems to me to be a fairly reasonable
expenditure to have electricity installed and to make them a little more com-
fortable.

Mr. VaucuaN: We are improving our cabooses right along. We have nearly
always got some cabooses in the shops with improvements being made to them.
We recently put in some special lights.

Mr. Warron: We are just doing it now.
47599—5
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Mr. NicuoLsox: Are they electrie lights?
Mr. VaucHAN: No.

Mr. NicuorsoN: How expensive would it be to provide electricity in the
cabooses? You have got electricity in nearly all the passenger cars now?

Mr. Wavton: It would be a heavy expense. I would not care to name a
figure, just what it would cost to equip all cabooses with electric light.

Mr. MayBaNk: I think there is something more important than that. I
think that the cabooses should be equipped with green baize tables, and supplied
with poker chips and good cards.

Mr. NicaoLsoN: A good many of the men, particularly in the west, spend
their week-ends in those cabooses. In fact, they spend a lot of their lifetime
in them. It seems to me that the railways with their improved finances might
help the morale of the train crews considerably by making these cabooses more
comfortable.

Mr. VavcuAN: We have meetings from time to time with the heads of the
various orders including the brotherhood of railroad conductors and train men,
and they are making presentations to us from time to time in regard to improve-
ments in the cabooses and we are carrying them out as best we can. They have
not yet got to the point of asking for electric lights. I do not think that would
be practical, because we would have to have charging machines all over the
country to recharge the generators, and it would be a tremendous expense. I do
not think it would be practical. But I do think that these new lights that we
are putting in will be practical and that we have improved cabooses in general.

Mr. NicaorLson: The cabooses I am thinking of have old-fashioned coal oil
lamps. Now, the conductors have certain reports to make out. In the cabooses
in the middle of the night, and it is a real fire hazard to have these coal oil lamps.

Mr. VavcaAN: We are trying out these new lamps now at the request of
the train men.

Mr. Emmerson: I wonder who selected the new colour of the cabooses?

Mr. VaucHAN: The men like that new colour because they can always tell
where the end of their train is. It is really a safety device.

Mr. Rem: There is an increase under colonization and agriculture and
natural resources of $190,000. Just what is done under that item?

Mr. VaveuaN: We have quite a substantial colonization and agricultural
department that embraces many activities. They are putting new settlers in the
various provinces all the time they are providing labour for lumber camps, and
farms. We are constantly bringing settlers from the Old Country—not so many
recently. Every month there are several hundred settlers coming in from the
0ld Country who have to be placed and looked after. Before the war we brought
in a number and put them in your province. They were good Dutch and Swiss
settlers. We have offices in London and in several of the important places in
Canada, and the departments referred to are cooperating all the time with various
departments of the provincial governments and of the dominion government.
Our men go around trying to improve the quality of stock and the type of produce

grown. Generally speaking, we have a very active colonization and agricultural

department.

Mr. Murca: Have you any representatives of that department in the United

States at the present time?

Mr. VaveHAN: Yes. I think we have one in St. Paul or Minneapolis.
Minneapolis, I think it is?

Mr. Murca: Minneapolis, yes.

Mr. Picarp: When we were talking about buildings and stations this morn-
ing, and about maintenance, I had in mind getting some more details from you.
I notice that under stations and office buildings there is an increase of $500,000
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from 1943 to 1944. Do you expect there will be more money available during
the coming year, 1945, for maintenance of stations?

Mr. VaveaAN: We hope there will be more labour and material available
to enable us to improve some of our stations in 1946.

Mr. Picarp: Is it a policy of the company that they should light the stations
with electric lights?

Mr. VaugaAN: Where there is electric light available, or where it can be
economically done, we do it.

Mr. Prcarp: I have a case in mind where the station master had electricity
installed in his own apartment. Then there were submissions made by the
municipality and the local council and so on to try to get the railway company
to extend the electric light, and to pay for it, for the station itself. The station
master has got to pay for his own power. It is brought in for his own
apartment but by means of a short extension and at very small cost it could be
possible to light the station with electricity. Yet the cost is too much for
the company.

Mr. Vauenan: If you will tell me what the place is, Mr. Picard, we will
see what can be done about it.

Mr. Picarp: There are quite a few villages served by that station, and there
is an orphanage and an old people’s home. Nearly 2,000 people are served
in three different communities by that station, yet, in the winter time, when
they get off the trains onto the platform which may be slippery, there is very
little light, in spite of the fact that a short extension of the power could be made

~ which would light that platform.

Mr. VaveaaN: That is probably something which has never been recom-
mended to headquarters. We have a superintendent down there who is probably
very economical.

Mr. Picarp: I think so. Again, is it not possible to do more in the way of
providing sanitary accommodation in stations, water closets, if you like. I have
one case in mind which I took up. I got a letter in reply, a wonderful letter.
I always get wonderful letters from the chairman, awfully polite letters. They
came to the conclusion that it was too expensive to install toilet facilities in the
station. Now, I would not like to say that the trains at that point are often
late, but due to the movement of troop trains, it happens, sometimes even in peace
time, that people have to wait for quite a long time in that station where there
are no facilities at all. There is a house next door to the station which has
modern facilities installed. The occupant of that house is not a very wealthy
man either. But I got an answer from the railway company about the difficulty
of providing installations during war time.

Mr. VaucuaN: We are constantly improving our stations and we are putting
in a number of toilet facilities at a number of points. I do not know about these
ones you speak of, but if you will give me the name of them we will see What_
can be done about them. : TR

Mr. Prcarn: I have another point. There is another station which it costs
the company quite a good deal of money to heat. There are two public rooms,
one for women and one for men, and in the centre is the office of the telegraph
operator. There is a big stove in one room and a big stove in the other room.
The result is that the telegraph operator freezes and the people in the two
rooms are too warm. Yet, installed in the back room of his apartment in the
station, the station master himself has put in a furnace, at his own expense.
The superintendent refuses to approve that the station be heated by that furnace
system. I know that war-time conditions are hard, but I would like to know now
that we are resuming better times if we may hope to get these t_hmgs corrected?

Mr. VaveuAN: If we are told about these things, and informed of the
Places you are referring to, we will be glad to look into each individual case.
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Mr. Picarp: It may be that the superintendents have a budget and that
they want to show that they are good operating men and so they do not want to
get into too many increased expenditures.

Mr. VaveHAN: Perhaps they think the people want too many conveniences.

Mr. Picarp: Do you think that would be too many, to have maybe a toilet
and electric light?

Mr. NicuoLsoN: Before we leave operating expenses, I wonder if the
officials of the railway could give us an estimate of the cost of operating a
passenger train for 100 miles, for example. I had some correspondence with
respect to the extension of service from Yorkton to Flinflon. The transit
controller said they wanted to conserve all equipment. What would that cost
be per hundred miles?

Mr. VavgHAN: Well, each individual case has to be dealt with separately.
For example there is the matter of variation in the cost of fuel at each point.
Then you have got to reckon the cost of hauling that fuel to the coal docks,
where the coal is put in the engine. There are so many things which enter into
the cost. I do not know whether that particular case has been brought to our
attention or not. Has it, Mr. Walton?

Mr. Warton: No, it has not.

Mr. NicaorsoN: The equipment is tied up in Yorkton from Saturday
night to Monday morning, and I understand that the equipment could be used
and that the most profitable run would be over the week-end.

Mr. VaugHAN: There are also schedules which enter into the picture.
However, we will look into that case. ;

Mr. Wanton: Is that a run that was previously on, but which was taken
off by order of the transport controller?

Mr. Nicaorson: It was introduced at the beginning of the war and I
understand it has been very profitable. The trouble is that there have been
only two trains a week, and there has been quite an agitation to extend the
service. The argument was that the equipment would wear out more quickly
«during the war. I wonder how much more revenue you will have to have
per one hundred miles?

Mr. Warron: I do not think we could give you a satisfactory figure here.
I will look into it and see what it is.

Mr. Rem: I wonder why the great terminus of the Canadian National
railways in British Columbia has been neglected over the years, Port Mann?

Mr. VaveHAN: I do not think it has been neglected.

Mr. Rem: I have received two delegations of men from the shops who
have laid a serious matter before me, pointing out that the machinery had been
left to become antiquated and that much of the work which was formerly
done there had been sent back to Winnipeg. These delegations came to me this
year. Two were from the labour unions and they pointed out that the
machinery had just left the terminus.

Mr. VaucHAN: You mean that the machinery has been taken away?

Mr. Rem: The work had been taken away due to the fact that a lack
of the antiquated machinery or equipment had never been modernized.

Mr. Vavcaan: I do not think that would be the reason it had been taken
away, but rather because it was more economical to do the work at some other
point. That would be the real reason why it was taken away.

Mr. Rem: He said that the work had been sent out to Winnipeg and
brought back again.

Mr. Warron: Our policy, as far as possible, is to concentrate repair work
at certain strategic points. Actually, one disadvantage that we suffer as

Bt en o i Seah ik RN P,
e TG o f ] Sy e ey VY YRGS




RAILWAYS AND SHIPPING 59

compared with the Canadian Pacific is that we operate more repair points than
they 'do, and each additional shop involves that much more overhead that
increased our expenditure. Our general policy is, as far as possible, to handle
the work at the fewest number of points.

Mr. Vaveaan: However, we will look into that case at Port Mann now
that it has been brought to our attention. The officials of our line are being
urged all the time to operate as economically as possible and they are always
trying to find ways and means of saving a dollar. We could not succeed, if
we did not do that. We will look into that and let you know about it.

Mr. Hazen: In connection with dangerous underpasses, where the highway
goes under the railway tracks, has the railway any responsibility to correct that
situation, or does it come under the Department of Transport, or is it a matter
purely for the municipalities? . ;

Mr. VaugHAN: Wherever there is a complaint in a matter of that kind it
usually comes before the Board of Transport. They have an organization for
investigating complaints of that nature. If they think the railway is in any way
responsible they will take it up with the railway. I do not know what particular
place you have in mind.

Mr. Hazen: The one I have in mind is at Fairvale, some two or three
miles from Rothsay, in King’s county, New Brunswick, where the road goes
under the railway tracks and there is a bad turn. Of course, the railway track
was built there before cars were ever invented. It is a very dangerous spot.

Mr. VaveHAN: In that case the railway would be senior and there would
‘be no obligation on the part of the railway. It would be on the part of the.
province, the highway department. :

Mr. MayBaNk: Something of that sort is in my mind. This just illustrates
how one question brings on another. I do not think it would have struck me
at this moment if it had not been for that. Mr. Mutch and I are both interested
In this. It is not the part of Winnipeg which he represents but on the other
hand I am his most distinguished voter as I always vote for him. I live there.
You will know it, Mr. Walton. It is at the boundary of the city of Winnipeg
on the highway leading down to Emerson called the Pembina Highway. It was
about 1930 when you built the subway there and the permanent abutments are
up for receiving track but for reasons which I understand were temporary, and
obviously they were intended that way, you put the tracks on temporary
trestles. Now the permanent abutments are still there without the track. What
Picture can you give us of the probable future of that situation? When are
YQ‘lzlhgoing to do something about the yards and that sort of thing in connection
Wwith it? ‘

Mr. Warton: There was a plan for yard revision and extension in
Winnipeg. It looked to us at the time that the Pembina Highway subway was
built that it would be proceeded with but we have gone through the war with
all the traffic we have had and have not needed it, and I question whether we

Wwill now. : :
Mr, Murcu: Is it not correct to say you have not needed it because of the
beginning which was made? :
Mr. Warron: That situation has been very much relieved by the present
Set-up compared with what it was before that.
Mr. Murcsa: Your original intention was to wipe out Portage Junction
and withdraw the yards within that area.
Mr. Wavrton: That is right.

Mr., Maysank: It looks rather odd to have permanent abutments for
tracks standing up there and nothing on top of them.
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Mr. Murce: That is the principal entrance into Manitoba for tourists,
and there is not only that. I should like to suggest that in its present con-
dition we have had a long series of accidents under the present situation which
is not as dangerous as it was. There is a dividing pillar built a long way
back but even so under normal traffic conditions in its present condition it is a
menace.

Mr. Warton: Are there any reflectors or any warning?

Mr. MurcH: They have built one of these cement islands about one
hundred yards from the central pier but people still go around it and hit it
occasionally. '

Mr. Warron: As far as the railway requirements are concerned there is
no immediate need for us to do anything different. If there is a bad highway
condition that we created perhaps we could do something about it, either a
better warning arrangement or something else.

Mr. Murca: To be perfectly fair actually what you have done has made a
wholly impossible highway situation passable but it is not finished business.
It looks like a memorial to the pre-1935 election, as a matter of fact.

Mr. EmMmEersoN: I wanted to ask a question of Mr. Walton bearing on his
reply to Mr. Reid as to the reducing of points of repair. For instance, in 1944
you moved around fifteen of the larger type of locomotives to Montreal for
heavy overhaul rather than do them in Moncton shops. Was it due to the
fact that since your reorganization there two or three years ago your unit cost
has gone up? ;

Mr. Warton: No. We would leave those engines at Moncton and repair
them there if we were in a position to handle them but we are handling all the
work at Moncton that we can handle and we required the engines so we spread
the work around among some of the other shops. “That is a temporary condi-
tion. I would think when business drops to a certain extent, as it possibly will
compared with wartime levels, Moncton will keep up with the work of repairing
engines on the territory that centres on Moncton, but we just have not been
able to keep up with the repairs with the high usage that has been made of the
locomotives for some months.

Mr. Vaveaan: We have had to transfer many additional locomotives to
the Atlantic region. You remember we put up a big new erecting shop at
Moncton since the war started. That plant is working to capacity and as Mr.
Walton says this is simply a temporary measure because they are behind at
Moncton with their engine repairs at the present time. They have had so
many engines to look after.

Mr. Warton: If we could get additional men and they could be worked
in then we would put them on at Moncton.

Mr. EmmErsoN: Is it a case that you cannot get additional men or that
they cannot get the work out?

Mr. Warron: Oh no, we can get the work out.
Mr. VaveHAN: It is largely a matter of manpower.

Mr. Picarp: Have you any definite rules in your company governing the
(_agngloyxgxent of new men, train men, engine men, yard men, and so on? How is
it done?

Mr. VaveHAN: There are specific rules and conditions of employment laid
down. They are the same all over the system.

Mr. Picarp: For instance, I have in mind a case where a veteran came
back from the war after three years with the South Saskatchewan regiment.
He is a local Quebec resident who was in the west when he enlisted. He tried
to get employment with the company and was told there was no job for him
although he was competent. He was examined and they said, “Yes, he is

e L
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satisfactory”, but they had no job for him. Three weeks later they employed
three other men who were veterans, too, but they had applied afterwards. He
inquired about it and they said they had no definite rules and that they did not
have any place when this man applied but there were some places when the
three men applied. I said. “You should have a waiting list and have the men of
the district on call according to their date of application. If they are competent
they should be called according to the date they applied.”

Mr. Vaueguan: That is the general rule which is followed. It may be the
men who were taken on first had been in our employ previously.

Mr. Picarp: No. If they had been there would be no complaint but they
were entirely new to the company. The only answer I got was when this other
chap applied there was no job available but when they applied there was. I
said, “That is childishness. The civil service or any other company have a
waiting list, and if a man applies and is judged competent he is called when his
turn comes.” I was told, “We have no definite set of rules.”

Mr. Vaveuan: I do not know that we have a list of that kind. We have
so many men applying for employment all over the system. If a man comes
in today and we have not got a job for him we may take his name and record it.
The man who is on the job when the vacancy is there is the man who gets the
job as a rule.

Mr. Warton: Very often we find that these men do not get in touch with
us. They apply and then in a few days if men are wanted they are not im-
mediately available.

Mr. Picarp: In that particular case the man had just been discharged
and was still under the care of the Veterans Affairs Department. He left his
name and address with them. He lived near Levis where he was applying for
the job. He could have taken the C.N.R. train and it would have taken h1m
only twenty minutes to get there, and yet he was by-passed.

Mr. Warron: If that is the way it was I think it was mishandled, but
ordinarily we try to give preference to the men in the order of their applications.

Mr. Bevzie: Do they not have to file their names with Selective Service
in their community first of all?

Mr. Warton: Yes, but that does not present any difficulty. They are
either available or they are not.

Mr. Bevzite: Suppose a man did not file his name with Selective Service.
What would happened.

Mr. Warton: When I speak of him being available that includes complying
with the requirements.

Mr. Picarp: Before he applies to the company he has to get a permit
from Selective Service to look for employment.

Mr. Warron: I am assuming from what you say that that had been done.

Mr. Picarp: Yes. When the man went to them he told them he was a
a veteran with three years overseas service. They said, “We do not need you
now.” Three weeks later they took on three more men when this other man was
only twenty minutes away. I asked them about it and I was told, “We have
no waiting list.”

Mr. Warron: We do try to give preference to cases such as you have
mentioned. Maybe we missed it in this case.

Mr. Picarp: My only point is I would like to make sure there are lists
established. I do not mean for those who are not veterans but those who are
should be handled in the order of application.

Mr. Rem: I come back to a question on page 17. I come back again to the
dining and buffet service. I note that their operating expenses are well over
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$5,000,000, and if you take the revenue it means that the dining and buffet
service lost last year $854,768. That is quite a loss; if it is correct that would
work out at about 20 cents a meal.

Mr. Wauron: That is probably the experience of most roads on the con-
tinent.

Mr. VaueHAN: I do not think there is a railroad on the continent that does
not lose money in its dining car service. It is a fact that the more meals we serve
the greater our losses are.

Mr. Rem: That is remarkable.

Mr. VaucuaN: That is the situation on the dining cars.

Mr. MayBank: You do not charge everything either, do you? Are they not
favoured in the accounting?

Mr. Rem: What did the government pay for the meals of soldiers who were
travelling? Did they pay the regular rates?

Mr. Warton: It approximates the regular rate.

Mr. VavcHAN: It is a little lower, not very much.

Mr. Rem: Probably 75 cents or $1.

Mr. NicuorsoN: The American lines are streamlining the service. They
are not using table-cloths and are serving meals on the plate. Does that cut
down the cost?

Mr. Warton: It is bound to.

Mr. Vaveuan: Wherever service is curtailed and labour is saved expense is
reduced.

Mr. NicaorsonN: Have you followed that practice on any of the Canadian
National diners?

~ Mr. Warton: We have on a few runs. We have not been able to get linen
and supplies of that kind in full quantity. We have tried to keep up the service
" wherever we can.

Mr. Rem: How does it compare with the regular dining room service? I
mean as against cost and popularity?

Mr. Warton: How does what compare?

e Mr. Rem: This new eating system such as the United States has in some
rains.

Mr. Wavton: I do not think it is quite as popular but it was partly a forced
condition during the war. When we started with it on two or three of these runs
there was difficulty in getting linen for serviettes and table-cloths, and so on.
That is why that was resorted to but it is not as good a service.

Mr. Nicuorson: It does not cut down costs to an appreciable percentage?

Mr. Warron: It cuts down laundry costs, and so on, but the primary reason
for it was the shortage of materials.

Mr. Murcu: Is it not a fact that these cars of the type you mentioned d1d
permit you to feed more people in a given time?

Mr. Warton: Well, T am not sure whether you and Mr. Nicholson are
talking about the same type of car. We have some cars on which we used paper
serviettes and so on. On a number of troop movements we had especially
arranged cars which would serve a large number at a time. I do not know whether
that is the type of car about which you are speaking.

Mr. MurcH: Are you using many of these ears now that feed 40 people
at a time?

Mr. WaLron: We are using some of those on these troop movements because
they facilitate serving, putting a much larger number of people through at meal
time.
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Mr. Murcu: That is the type of car about which I am speaking.

Mr. VaveHaN: The actual cost of serving the meals is not very much
different.

Mr. WartoN: The men get their meals much more quickly, and we can
serve more of them, but the quality of the food is the same.

Mr. Maysaxk: Would it be permissible to turn to page 18 and ask a
question? I want to ask about the new lines constructed. I see you spent
$1,638,000 on that. Where were they?

Mr. VaveaaN: The principal item there is for the construction of the new
line from Eastern Junction to Bout de L’Ile, on the island of Montreal.

Mr. Harris (Grey- Bruce} If T could ask you to move on to the next page,
I would like to ask what savings have been made in 1944 as compared with 1943
in bond issues.

. Cooper: At page 4 almost at the bottom of the page there you see,
mterest on funded debt: in 1943 it was $30,998,000, and in 1944 it was $28,135 000

The CralRMAN: Any other questions there, gentlemen?

Mr. Rem: On page 18, “retirement of Seattle dock property, $626,871,75”,
I see that on page 18 there you have that listed as an expenditure.

Mr. Vaveuan: That is right, we sold the dock for a good deal less than it
cost us, Mr. Reid.

Mr. Rem: Yes, I was not referring to the cost but what you received,
$626,000.

Mr. Coorer: No, sir; that is not correct.

Mr. Rem: That is the answer I got back on page 14, I think.

Mr. Coorer: What happened was that we had an investment of $737,000,
the sale price was $110,000, involving a write-off of $626,000.

Mr. Picarp: What have you been able to do about the C.N.R. bonds held
in Great Britain?

Mr. Cooper: I think that you will find that on page 20, under the heading
of, Dominion of Canada—Loans. We received from the government to
repatriate outstanding debenture stock $107,943,691; and for other railway
securities, $282,633,000; that is approximately $390,000,000. The par value of

* the securities which we retired was some $20,000,000 in excess of that. This $390

millions is the cost of repatriating the securities, and there was a gain of some-
thing like $20,000,000 on the transaction.

Mr. Picarp: For the company?

Mr. Coorer: Yes:

Mr. Picarp: Is there still a large amount of the bonds held in Britain?

Mr. Coorer: No. E

Mr. Prcarp: Of bonds? -

Mr. Coorer: Not very much.

Mr. Picarp: I mean by private interest or otherwise.

Mr. CoorEr: At the end of 1944 there was $28,000,000 of sterling securities
out of a total of $629,000,000, but I do not think that is all held by U.K. residents.
Any securities owned by U K. residents were vested and repatriated.

Mr. Prcarp: You mean the bonds are still held in Britain?

Mr. Cooper: They are almost all sterling securities.

Mr. Picarp: I refer to both sterling and dollars.

Mr. Cooper: Yes, but there are still some sterling securities the holders of
which were not U.K. residents. There is about $28,000,000 of sterling securities
outstanding. I do not think they are held by U.K. Tesidents.



64 STANDING COMMITTEE

Mr. Picarp: Could you give us the amount of C.N.R. bonds, or Grand
Trunk bonds held in Britain at the time of the outbreak of the war?

Mr. Vaveuan: You will see in the report that about 400 million dollars
have been vested by the British government and transferred to Canada. That
$28,000,000 worth to which Mr. Cooper refers were held principally at different
points in the world and the British government had no jurisdiction to vest them.
Anything that was in Great Britain was vested and has been transferred to
Canada.

Mr. Picarp: All those that were under British jurisdiction have been
repatriated?

Mr. VaucHAN: Yes.

The CHAIRMAN: Are there any questions about pages 20 or 21—investments
in affiliated companies?

PROPERTY INVESTMENT ACCOUNT
EXPENDITURES YEAR 1944

Road:
New Lines: Constructed; =0 o Rl covimt s he s vine s e van $ 1,638,133 36
Eiihe DIVErsions. . i Soavswisls siesse 20,177 68
Montreal Terminal Development 0 Sie 25,371 85
Rails and Fastenings.............. 519,762 70
Tie Plates and Bail AnCHOTS, : o cvliin po b snnitasivo swwli-se sos 921,767 88
T T ok e DR e R O R € e S ST S e e SR SR 203,505 63
Ditching, Drainage and Sewers.....f....cciceveeereaennn. 56,088 11
Large Freight Terminals. i..covivinseiainoicioiioyionnies 161,863 50
Large Passenger Terminals:....c..coi. ioieraiiiiiinanias 65,517 75
Nard Tracks antd BIdMIgE i i v veas vowsoemens dusasoaess 318,752 11
RoOAAWHY MACHINEE i v wadodonsss sy anses as 376,437 09
Bridges, Trestles and Culverts................ = 329,606 60
Stations and Station Facilities........... 505,939 14
Shops, Enginehouses and Machinery 319,553 59
‘Water Supplied ... .civeiinininsa S 132,771 49
ALHOE SLBEINE = 55 oo e i b0 a3 s 49,474 40
Docks and Wharves o 169,298 74
Grain Elevators ....... 417,667 38
Signals and Interlockers.. B 129,883 03
Telegraphs—Railway ......... 111,081 10
Telegraphs—Commercial ...... e 568,515 69
Assessments for Public Improvements. 7 i 35,673 03
0 P e e e L R A ¥ 513,610 95
General Additions and Betterments..........occoovvvunns 299,384 56
—— $ 5,688,683 22
Equipment:
Rauipment Putchased or-Bailt. (i i vos fimvionis o Won o alaie.c aie $32,359,097 88
I pIENE - ROLITeEDTE . s vc e s srias sbibmressiovs 54055 o4 s aee 1,131,649 53
General Betterments to Equipment........coovvviuneiava. 81,921 68
B pment COnNeTBIOnE 5. i e v brotisme we ssasoisis 142,640 60
Express and Miscellaneous Equipment...............c..ue. 99,505 06
: _— 31,102,391 13
Ol = RN S DO R Bl s Sris B 3 e ATt e o s Tl 14,746 72
Beparately Operated Properties. . .viivessovenesdes vieeiass 713,249 75
Net Additions and Betterments during 1944.......... $36,063,077 88
ELadger Bakinee: 18t . January A0E: it iiite k. [iin o s s s b wiiva s aaisine $1,991,618,275 87
Net Additions and Betterments during the year.......... $36,063,077 88
Retirement of Seattle Dock Property......ooeeeeeencnenns 626,871 75

35,436,206 13
Ledger Balance at 31st December, 1944. .......cvcuneenuiiiinnenenss $2,027,054,482 00
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FUNDED DEBT—PRINCIPAL AND INTEREST
Takita Date Date Principal Interest
NAME OF SECURITY o of of Outstanding Accrued
pany Tssue Maturity  |at Dee. 31, 1944 1944
GUARANTEED BY DomINION OF CANADA:
5% Perpetual Debenture Stock. . N 8 e to ...{$ 1,502.719.60($ 74,645.75
5% G.W. Perp. Debtr. Stock and ds|G.T. to : 967,053.33 49,535.13
49, Perpetual Debenture Stock.. G T to 6,183,620.73 256,905.31
49, Nor. Rly. Perpetual Debtr. Blek 31, P 27,457.73 1,525.02
3% 1st Mort, Bonds....... G.T. 1, 1905 | Jan. , 1962 26,465,130.00 793,953.90
4% Sterling Bonds sy G 1, 1914 | Jan. 1, 1962 7,999,074.00 319,962.96
3% 1st Mortgage Debenture St Can. 29, 1903 | July 10, 1953 1,169,460.00] 5,219.09
34% 1st Mort, Can. ’ 1910 | July 20, 1958 5,641,326.15 197,215.70
% Sinking Can. 1, 1921 | July 1, 1946 23,754,000.00 1,544,010.00
34%, 1st Mortgage Debenture Stock. ...|C.N. 22, 1911 | May 4, 1960 551,505.27 19,302.68
34% 1st Mortgage Debenture Stock....|C.N. 8, 1911 | May 19, 1961 3,735,478.14 139,562.84
30 Year Guaranteee Bonds......... Can. 1, 1924 | Feb. 1, 1054 50,000, 000.00 2,500,000.00
4 %g 30 Year Guaranteed Gold Bonds. . |Can. 1, 1927 | July 1, 1957 64,136,000.00 2,886,120.00
5% 40 Year Guaranteed Gold Bonds.. . |Can. 1, 1929 | Oct. 1, 1969 57,728,500, 00 2,886,425.00
5% 40 Year Guaranteed Gold Bonds...|Can. 1, 1930 | Feb. 1, 1070 17,338,000.00; 866,900.00
439, 25 Year Guaranteed Gold Bonds. . |Can. 15, 1930 | June 15, 1955 48,496,000.00 2,303,811.92
4 "7 25 Year Guaranteed Gold Bonds. . |Can. 1, 1931 | Feb. 1, 1956 67,368, 000.00 3,031,560.00
4 WZ 20 Year Guaranteed Gold Bondas..|Can. 1, 1931 | Sept. 1, 1951 48,022,000.00 2,160,990.00
3%, 18 Year Guaranteed Bonds........, Can. 15, 1934 | Dec. 15, 1950 20,500,000.00 615,000.00
39%, 17 Year Guaranteed Bonds... .|Can. 15, 1936 | Feb. 15, 1953 25,000, 000.00 750,000.00
3% 15 Year Guaranteed Bonds.. ..|Can. 1, 1937 | Feb. 1, 1052 20,000, 000.00 600,000.00
3% 13 Year Guaranteed Bonds... .|Can. 15, 1937 | Dec. 15, 1950 30,000,000.00) 900,000.00
2&0 7 Year Guaranteed Bondsa. ..|Can. 15, 1939 | Jan. 15, 1046 15,000,000.00 337,500.00
3% 20 Year Guaranteed Bonds......... Can. 15, 1939 | Jan. 15, 1959 35,000,000.00 1,050,000.00
Total Issues Guaranteeed by
Domiiion of CHRNlas. o5 so ol esvinis vy vnfenswhiosis fadons g nisss s S xsfbuss $ 576,585,326.95($ 24,320,145.30
GUARANTEED BY PROVINCE OF NEW
BRUNSWICK:
49, 1st Mortgage Debenture Stock..... St.J. & Q..| May 14, 1912 | June 1, 1962 |$ 622,657.40(8 25,899.33
GUARANTEED BY PROVINCE OF BRITisa
CoLUMBIA:
49, 1st Mortgage Debenture Stock..... C.N.P Nov. 16, 1911 | Apr. 2, 1950 916,914.07 63,193.08
43% Terminal %ebenture Stoek........ C.N.P 1913 and 1914 | Apr. 2, 1950 1,162,583.40 52,406.36
Total Issues Guaranteed by
Provincial Governments...... .|..coeovuaaifonn Vi w o A AR R v s $ 2,702,154.87|% 114,498.77
EquirmenT TrUST Issues:
A e Mo B A SR SN S ol June 1, 1930 | Ser. 1, 6, 45 |$ 1,050,000.00/$ 66,937.50
off? e e Aug. 1, 1037 | Ser. 1, 8.'47 | 4,290.000.00 128,104.17
2’}% g AR e Sept. 15, 1938 | Ser. 15, 9, '53 4,600,000.00 136,239.58
24% " "8" ............ A July 1, 1939 | Ser. 1,7, '49 3,250,000.00 89,375.00
24% B T WS S S June , 1941 | Ser. 1, 6, '51 3,697,000.00 101,925.00
Total Equipment Trust Teswes. . . |-ttt i aaincniivraivasioniinss $ 16,887,000.00($ 522,581.25
Oruer Issues:
49, Canada Atlantic 1st Mtge. Bonds... |G.T.R.... 398,394.18
4%, 1st Mortgage Bonds................ Pem. Sou, 6,000.00
47’; 2nd Mtge. Bonds, Prairie “A"". JG TP s 143,362.17
4%, 2nd Mtge. Bonds, Mountain “B”...|G.T.P.... 126,610.53
49, 1st Mtge. Bonds, ‘‘Lake Superior..|G.T.P.... 86,205.20
4% Perpetual Cons. Debenture Stock...|Can. Nor. 164,119.32
49, Perpetual Cons. Debenture Stock... |[C.N.O.... 36,111.73
49, Perpetual Cons. Debenture Stock... |{C.N.Q. 18,478.47
4% 1st Mtge. Perp. Debenture Stock.. . 8.& L. 12,536.13
49, 1st Mortgage Bonds W A 261,851.84
439 1st Mortgage Series ‘A’ Bon G.T.W Jan. 1, 1930 | Jan. 1, 1980 ,000. 18,000.00
4% Indebtedness of 8.8. & C. Ci CV.R. .| Aug. 27, 1858 ptional....... 155,865.25 6,234.61
4%, 1st Mortgage Gold Bonds.. .. M.&P.L..| Oct. 1, 1900 | Oct, 1, 1950 200,000.00 8,000.00
5%, Indeb ess to Province of N. Can. Nat. Sept. 3, 1929 ATious........ 1,198,022.60 59,901.13
Interest on Securities retired in 1944.... [ ..o ccvensi]oremmrnannnnnenc]iiisiiininiaeaini i 1,832,907.73
Total Other Issues.c.....oevaf.crvvsdovone]iessassrstnisai]iocsoinsssonence $ 33,270,424.11|$ 3,178,713.04
Total Debt held by Public (including
féhereiri SF? ,77d3£302g9 Aps.r va.lt:;a held in
ecial Funds and Accounts) as
B&la.nce Bhibt 2 ST by per ............................................ $ 620,453,905.93|$ 28,135,938.36

These obligations are stated in Canadian currency, Sterling and United States currencies being converted at the par of

exchange.

This schedule does not include securities in the Railway treasury or those held by The Canadian National Railways Secur-
ities Trust, or by the Dominion Government as collateral.
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DOMINION OF CANADA—LOANS
(Treated as Assets in Public Accounts of Canada)

Principal Interest

Outstanding Accrued

at Dec. 31, 1944 1944
33% Advances, Refunding Act, 1938................ $ 37,951,676 26 $ 1,878,130 93
2% Advances, Refunding Aect, 1938............... 24, 689 392 53 493,787 86
23 % Advances, Refunding Act, 1938............... 52,200,636 92 978,390 70
23% Advances, Refunding Act, 1944 (U.S. Funds). 56,684,000 00 718,256 16
339% Advances for Repatriation of G.T.R. Debenture

B e e e N e i g 107,943,691 28 3,765,201 34
31% Advances for Repatriation of other Railway

DU O 372 v ov. tos €0 5160 5 a-the w3 e e S Ve s 282,633,133 31 9,871,233 15
39 Purchase of Railway Equipment, 1936 (Re-

BAYEDIE JTO38-1DO0Y 0 o i S ek s s Fama 3,103,088 52 97,616 43
31% Purchase of Railway Equipment, 1940 (Re-

Savalfe IR RERY s S i 10,911,651 50 392,180 80
33% Purchase of Railway Equipment, 1941 (Re-

payable= 9IS MO0E) B v cicaie Vi bie 2 E 95 570 8 17,074,245 82 676,695 31
289% Furchase of Railway Equipment, 1943 (Re-

Dayablo A08RINN0Y 0, iur i a e ok s b 93,425,000 17 469,069 92

Purchase of Railway Equipment, 1944 (Re-

Dayable: AOAL-TREDY < G o i sy v ts s S s e e 13,680,405 62 95468 44

319% Temporary Loan for Working Capital......... 13,906,999 71 486,744 98
Intereat on Loans repaid-1n 3044 i ot e B U e 10,835 55
$645,103,871 64 $19,933,701 57
INVESTMENTS IN AFFILIATED COMPANIES
SToCKs:
Total Owned by Can. Nat. System
Company Par Value
Outstanding Par Value Book Value
The Belt Railway Com;ﬁmy of Chicago.. $ 3,120,000 00 $ 240,000 00 § 240,000 00
Canadian Government Merchant Marme,

L e g S R S | et ot 800 00 800 00 800 00
Central Vermant Transportation Com-

............................. 200,000 00 50,000 00 20,000 00
Chlcago & Wes'tern Indiana Railroad

BRI e S M e e - IR 5,000,000 00 1,000,000 00 1,000,000 00
The Detrmt & Toledo Shore Line Rail-

FOGA COMPADY < +vv ais voimsssnins 3,000,000 00 1,500,000 00 . 1,500,000 00
Detroit Terminal Railroad Company.. 2,000,000 00 1,000,000 00 1,000,000 00
Northern Alberta Railways Compdny 625,000 00 312,500 00 312,500 00

(representing amountFud up, i.e. 10%)
The Ontarlo e Company ;

(Pmited ) v s P o v e T A 500,000 00 250,000 00 179,007 53
The Pubhc Markets, Limited. .......... 1,150,000 00 575,000 00 575,000 00
Railway Expmss Agency, Incorporated

(Do PAr VAR ) o veis s o ou waia 1,000 shares 6 shares 600 00
The Toronto Terminals Railways Com-

............................. 500,000 00 250,000 00 250,000 00
The Toledo Terminal Railroad Company 4,000,000 00 387,200 00 387,200 00
Trans-Canada Air LIDes. soeee se oo asimn 4,600,000 00 4,600,000 00 4,600,000 00
(representing amount paid up, i.e. 92% )
Vancouver Hotel Company Limited.. 150,000 00 75,000 00 75,000 00
$ 10,140,107 53
Bonbs:
Northern Alberta Railways Co. 1st Mort-

BagecBoRdet 35 fo v i e s $ 30,730,000 00 $ 15,365,000 00 $ 15,365,000 00
The Toronto Terminals Railways Co.

1st Mortgage Bonds.......convevens 25,610,000 00 12,805,000 00 12,805,000 00

5 . $ 28,170,000 00
ADVANCES:
Chicago & Western Indmna Reilrosd ompumy s ates o s o det o 2,165,525 59
The Railroad Credit Corporation..... 4 s 4 175 98
Railway Express Agency, Ineorpora.ted e 135,855 62
Vancouver Hotel Company Lamited... .. .. ueeuveiusoriomonssesisoseanios 14 360 13

$ 2399917 32
$ 40,710,024 85
_
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MAJOR CONTINGENT LIABILITIES

TrANS-CANADA AIR LINES:

The Canadian National Railway Company owns $5,000,000 of the Capital Stock of the Air
Lines on which total call to 31st December, 1944, has been $4,600,000.

NORTHERN ALBERTA RAILWAYS COMPANY:

The Canadian National Railway Company owns $3.125,000 of the Capital Stock of the
Railways Company on which total call to date has been 10%.

Tue Detrorr & ToLepo SHORE LINE RATLROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by
indorsement of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds
due 1953.

THE ToLEDO TERMINAL RAILROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First Mort-
gage 41%—50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several
and not joint. Grand Trunk Western’s proportion is 9:68%.

Om1cAco & WESTERN INDIANA RATLROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental
lease dated 1st July, 1902, between Grand Trunk Western Railway Company and four other
proprietary companies. Obligation is for repayment of principal of bonds at their maturity,
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation
is for ome-fifth of the bonds issued for “common” property and the entire amount of bonds issued
for its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds due 1952
and the amounts outstanding at 31st December, 1944, are:— .

Issued: for CeommOn”: PrODEIEY -7 s on s« cny o st v s wsrocitnn s nna $39,973,019 39
Tssued £or He R lumive” PrODETLY .3 cxnie ved o s vASVo@A s F e e 08 252,535 36

Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease
dated 1st March, 1936, between Grand Trunk Western Railroad Company and other proprietary
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in the
absence of default of any four other tenant companies. The bonds are First and Refunding
Mortgage 419% Series “D” Sinking Fund Bonds due 1962 and the amount outstanding at
31st December, 1944, is $18,740,000.00

C.N.R. PEnNsION PLAN:

Reserves have been set up against contracts in fonce under the 1935 contractual plan, but
not against pensions conditionally aceruing under that plan or prior non-contractual plans.

Mr. NicuoLson: On page 19; is there anything on these perpetual 5 per
cent bonds, are they being retired or repatriated?

Mr. MayBaNnk: What page are you on now?

Mr. NicuoLson: At the top of page 19, 5 per cent perpetual debenture

stock, G.T.R., 1875-1883. Is anything being done about reducing the interest
rate on those?

Mr. Cooper: No, sir. That is the remainder of an issue which was
vested. The amount which is now outstanding is the amount held by other than
U.K. interests, and short of repudiation we cannot say anything about it.

The Cuamrman: Is that O.K., Mr. Nicholson?

Mr. NicHoLsON: Yes.

The CramrMman: Can we go to page 21 again?

Mr. Rem: What about public markets limited?

Mr. VaucHAN: Public markets?

Mr. Rem: Yes. :

Mr. VaveHAN: That is the Winnipeg stock yards.

Mr. Mayeank: That is a fifty-fifty business?

Mr. VaveHAN: Yes, owned jointly with the Canadian Pacific Railway.

Mr. Rem: What about that $75,000 investment in the Vancouver Hotel
Company?

Mr. Vaveaan: That was really for working capital I think in the Van-
couver Hotel Company.

Mr. Coorer: Yes.
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Mr. VaugaAN: Each company put up so much as working capital for the
operating company.

The CuHaRMAN: Are there any other questions on 21? If not, we will
go to page 22, Companies Comprising the Canadian National Railway System.
Are there any questions on that?

COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM

CarITAL STOCKS OWNED BY DOMINION OF CANADA

Company
Number
1 Canadian National Railway Company..... .ce.t iiciipcennsssanson $ 18,000,000 00
2 The Canadian National Railways Securities Trust...........c.ovu.. 359,080,515 31
$377,080,515 31
CarrtaL StTocKS OWNED BY SYSTEM OR PUBLIC
< Owned by
Company Name of Issuing Company Company Capital Stock Owned by
Number Number Issued Public
3 Atla.ntic and St. Lawrence Railroad Com-
ri?» .............................. 1 $ 6,302,340 00 $ 146,240 00
4 The Bay of Quinte Railway Company.. 24 1,395,000 00
5 The Bessemer and Barry’s Bay Rail- 3
WaAF-COMDANY s . s is oreboniias sy 24 125,000 00
8 *Brooksay Realty Company .............. 30 2,000 00
7  *Canada Atlantic Transit Company...... 1 219,000 00
8 *Canada Atlantic Transit Company of U.S. 38 250,000 00
9 The Canadian Express Company........ 1 1,768,800 00
10 Canadian National Electric Railways.... 24 1,750,000 00
11 (Canadian National Express Company.... 25 1,000,000 00
12 Canadian National Land Settlement Asso-
T o e R R R R AL b S R Jea e SN U S TR
13 *Canadian National Railways (France).. 1 2,007,400 00
14 *Canadian National Realties, Limited. . 24 40,000 00
15 Canadian National Rolling Stock Limited 1 50,000 00
16 *Canadian National Steamship Company,
IO ot T sl R e s e o 47 15,000 00
i Canadian National Telegraph Company.. 24 500,000 00
18 *Canadlan National ransportatlon,
IR s i 2 7 it s A B o aihi e e 3 500 00
19 The Canadlan Northern Alberta Railway
ComPany¥e e o 0 i eainis s S Eiarace 24 3,000,000

20 Canadmn Northern Manitoba Railway
.......................... 24 250,000

00

00
21 The Ganadlan Northern Ontarlo Railway

C O AT s S s s Mg v es s et 24 10,000,000 00

00

22 Canadmn Northern Pacific Railway Com-
.............................. 24 25,000,000

23 The Canadlan Northern Quebec Railway

N S S e S S L 2 9,550,000 00 3,849,200 00
24 The Canadian Northern Railway Company 1 18,000,000 00
25 The Canadian Northern Railway Express
Company, Limited . ..o.eetiviivss 24 1,000,000 00
26 (Canadian Northern Steamships, Limited. . 24 - 2,000,000 00
27 (Canadian Northern System Terminals
(Tanabedye i st o sl 24 2,000,000 00
28 Canadxan Northern ‘Western Railway
EOMPEDE o4 v oot L gloAt b oo s ¥ 24 2,000,000 00
29 Cannar 0115 1571110 - (P RS L 100 00
30 *The Centmore Corporation ............. 32 176,400 00
31 The Central Ontario Railway ........... 24 3,331,000 00
32 Central Vermont Railway, Inc.......... 1 10,000,000 00
33 Central Vermont Terminal, Inc. ........ 32 5,000 00
34 *Central Vermont Transit Oorporation. i 30 5,000 00
35 *Central Vermont Warehouse, Inc........ 30 5,000 00
36  ,The Champlain and St. Lawrence Railroad
CODPATIY 7375 0o vrcls e Py Vs e e e v v X 50,000 00
37 *Consolidated Land Corporation ......... 1 L 64,000 00
38 Continental Realty & Holding Company 14 90,000 00
39 *The Dalhousle N avigation Company, Limi-
B R R N e s e s e S iats e 24 50,000 00
40 - *Duluth and Vu‘glma Realty Company.. 38 45,000 00
41 Duluth, Rainy Lake & Winnipeg Ra.llway
Company .......................... 43 2,000,000 00

i T iy Sl

&
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM
CAPITAL STOCKS OWNED BY SYSTEM OR PuBLIC— (Con.)

Owned by
Company Name of Issuing Company Company Capital Stock Owned by
Number Number Issued Public

42 Duluth, Winnipeg and Pacific Railroad
COmMPABT o « islocasihs Tosncasnebs 43 100,000 00

43 Duluth Wmmpeg and Pacific Railway
.......................... 24 3,100,000 00

44 *Gxand Tlunk Milwaukee Car Ferry Com-
.............................. 50 200,000 00

45 The Grand Trunk Pacific Branch Lines
COImPRIRT .5 volils v skio b s e ss m vl 47 200,000 00

46  *The Gmnd Trunk Pacific Development
Company, Limited: Ziase st s v 47 3,000,000 00

47 The Grand Trunk Pacific Railway Com-
.............................. 1 24,940,200 00

48 The Grand Trunk Pacific Saskatchewan
Rallway CoOmMPAIY vt s snns oo 47 20,000 00

49 *Grand Trunk Pacific Terminal Elevator
Company (Limited) .....cicoepnvas 47 501,000 00

50 Grand Trunk Western Railroad Company
(Commpil) - R i et e S m T 4o 1 20,000,000 00

50 Grand Trunk Western Railroad Company
(Profaneedl s ia s S e 1 25,000,000 00

51 The Great North Western Telegraph Com-

pany of Canada (including $331,500

held: T SRCr O Ve vnles o s v llip e e i 373,625 00 6,925 00

52 The Halifax and South Western Railway
(8777 o IR G TS R Lo B 24 1,000,000 00
53 *Industrial Land Company .:....cccoes.- 50 1,000 00
54 International Bridge Company ......... 1 1,500,000 00

55 The James Bay and Eastern Railway
CORIDARY, re 5o < S s s TSR 24 125,000 00

Carricd “Borwatd =, it S ot sl $184,107,365 00 $ 4,002,365 00

Mr. MurcH: Is there any change in it?
The Cuamman: Pages 22 and 23 are just the same.

COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—(Con.)
CarrraL Stocks OWNED BY SYSTEM oR PuBLIC—(Con.)
Owned by

Company Name of Issuing Company Company  Capital Stock Owned by
Number Number Issued Public
Bronght ~HoPWards (il e aiiers oin s $184,107,365 00 $ 4,002,365 00
56 The Lake Superior Terminals Company
Tl e T R NI i s TV P vy 24 500,000 00 4,002,365 00
57 The Maganetawan River Railway Com-
PERY IS S e T s s e ool RNy T 1 30,000 00
58 Mamtoba. Northern Railway Company. . 1 500,000 00
59 The Marmora Railway and Mmmg Com-
.............................. 24 128,600 00

60 The Mlnnesota and Manitoba Railroad
ComPany =i sveis i s Tos et s ass 24 400,000 00
61 The anesota and Ontario Bridge Com-

A P R N e 24 100,000 00
62 Montreal and Province Line Railway
(7510100 AR dcppeies LU S elyy 0. = e e 30 1,000,000 00
63 *Montrea] and Southern Counties Railway
ORI v o s s T s bes SRy e e 1 500,000 00 165,600 00
64 The Montreal and Vermont Junction
Railway Company . ciieinasusiines 32 197,300 00
65 *Montreal Fruit & Produce Terminal Com-
pany. damibed L lia Sr el e dlt T ol 1 500 00
66 *The Montreal Stock Yards Company.. 1 350.000 00
67 *The Montreal Warehousing Company. . 1 236,000 00 12,240 00

68 Mount Royal Tunnel and Terminal Com-

panysRatnted i cn e e s Tave 24 5,000,000 00
69 Muskegon Railway and Navigation Com- )

gl Je A o AR R TR S O 50 161,293 00
70 *Natxonal Terminals of Canada, Limited. . 1 2,500 00
71 National Transcontinental Railway Branch

Lianjen Compang. 1. ) Tocavoi b s tans i 500 00
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—(Con.)
CarrraL StocKs OWNED BY SYSTEM OR PUBLIC—(Con.)

- Owned by
Company Name of Issuing Company Company Capital Stock Owned by
Number Number ssue Publie
72 *The Niagara, St. Catharines and Toronto
Railway Company..........o.cczuun 24 925,000 00
73 *The Niagara, St. Catharines and Toronto
Navigation Company (Limited)..... 72 100,000 00
74 *The Oshawa Railway Company.......... 1 40,000 00
75 The Ottawa Terminals Railway Company 3 250,000 00
76 The Pembroke Southern Railway Com-
i, e A S AN R SRRl S S S 1 107,800 00
77  *Prince George, Limited..........ccc.... 1 10,000 00
78+ *Prince -Rupert, Limited. -G ovioicoin, 1 10,000 00
79 The Quebec and Lake St. John Railway
5T Oy U SR R g S 24 4,508,300 00 489,160 00
80 The Qu'Appelle, Long Lake and Saskat-
chewan Railroad and Steamboat Com-
P R T R s s A ek A D 24 201,000 00
81  *Rail & River Coal Company............ 1 2,000,000 00
82 St. Boniface Western Land Company.... 24 250,000 00
83 The St. Charles and Huron River Rail-
WAV COMPANT <G cnrs v o s S s 24 1,000 00
84 S8t. Clair Tunnel Company.............. 1 700,000 00
85 The Stanstead, Shefford and Chambly
Railroad: Company:'. .., iu <oz 50 o e mms 30 608,333 33
86 *The Thousand Islands Railway Company 1 60,000 00
87  #Trans-Canada Air Lines......v..seew.s - 1 4,600,000 00
88 The United States and Canada Rail
Road - Coniany - 5o «aiils v o S 1 219,400 00 475 00
89 Vermont and Province Line Railroad
L OPRIDY. s v e e T 1 200,000 00
90 The Winnipeg Land Company Limited. . 24 100,000 00
$208,104,891 33 $§ 4,669,840 00

* The Income Accounts of Compandies indicated (*) are included in the System Income

Account as “Separatel

Operated Properties”.

tTreéated as an Affiliated

ompany.

The Cuamrman: Page 24, Railway Equipment;

RAILWAY EQUIPMENT

Additions Retirements Conversions
December During  During During Year December
31,1943 Year Year Added Retired 31,1944
LocoOMOTIVES:: -
Passenger—Freight ....... 2,075 27 11 92 1,999 2
BAleHINgG: “wsviiainees s svons 434 1 92 525 - |
BRYOBTIC | o5 s v Chaie s 24 24 A
Oil Eleetric «.......c0..us Teseers 37 g
Fotal: Tonori i iae s 2,560 37 5 A 92 92 2,585 |
)
FREIGHT EQUIPMENT: ; -‘
Bok JOAPR = 7 s e cavainios 64,514 4,962 137 4 177 69,166 |
AL CHIN S Wi sl e o it 5,247 200 26 6 5,415 A
Btaek Cars s iy s 3,067 13 3,054 3
Coal's CRIEI s Usisisivos 14,739 1,050 75 15,714 b
Tank Caod . s aniams 147 147 ¥
Refrigerator Cars ........ 3,173 54 15 3,212
Caboose  Cars. i< s s we 1,682 12 : 1,670 4
Other Cars in Freight Ser- / |
VIO, Sl iia s e P et 10 10 |
oAl S s s e 92,579 6,266 278 4 183 98,388 |

Al 6T LN
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Additions Retirements Conversions
December During  During During Year December
31, 1943 Year Year Added Retired 31,1944
PASSENGER EQUIPMENT:
Coaeh “Cars’ <5l cvien e et 1,210 7
Combination Cars ........ 273 1 : l’ggg
Pining Cams ..ol ia 93 1 2 96
Oolomst Oaxd- 3vvinsivenn 191 1 190
PATIOr ‘Camh 3%+ il Sue e 58 11 47
Oate UaTs. « n itk e on 28 28
Sleeping Cars «..s:svveens 302 302
EONRISL " ORFE e v ornaits s 47 1 46
Baggage and Express Cars. 1,058 7 3 3 1,051
Postal Ca1E ivci s iidsaii 49 49
j B35 A BT S S W 44 1 43
Other Cars in Passenger
{5y q o R S e 56 11 67
Total' ' ovade i 3,409 1 15 16 18 3,393
Work EQUIPMENT:
Business Cars ............ 61 61
Other Cars in Work Ser- .
S S AR S R B S 7,272 41 141 181 7,353
Bolal PR avash 0% 7,333 41 141 181 7,414
Froatine EQUIPMENT:
Car-Ferries i orsioes i 9 9
Barges .. 5 5
" ugs . 4 :
s R e e e 4 1 3

Statistics of Rail-Line Operations, page 25.

STATISTICS OF RAIL-LINE OPERATIONS

1944 1943
e e = 5,206,361 44 871,187

O ST T Ve A R SR et S < S PSS S S 45,206, 871,
gggégnger ézur(i’ice .................................... 3 24,216,998 23,819,952
OB s i R A R M . T R ek e S e 69,423,359 68,691,139
N e BARVIOR oo s s M A ey 5 I A T M e o o o 1,552,221 1,865,186
| GRS AN T R e e Sl 2R R« 70,975,580 70,556,325

LocoMoTIvE MILES:
Broight "Herviee “¢ il tasTn s sr s e msls ok G i dsiisese 8w 48,153,317 48,389,729
2070V g o o U R R U e SR R TR Do S T 24,034,555 23,734,565
| NS Train  Bwitching—=FPeight =, oo, 55 a ot pike sion  vaiam i 3,636,807 3,622,691
] =S PABEEITON: o v s v R U ER Pa i Sk S o }gé,gg; 5 %gg,égé
Yard Switching—Freight .o iiaii. i o iiess et ,196, 708,505
ﬂr' . : mg——PI;,eslsgénger ............................ 1,432,847 1,401,288
” IR PTG P00 0 S5 27 92,556,259 92,965,892
i Ry e = O I 0 s SRR 2,123,840 2231166
R AL = s e S e AR RS 576 0% T o e N AL R 94,680,099 95,287,058
) CAR MILES—FREIGHT SERVICE:

Lioaded Freight' Cars .....coecevevves RN P S 1,202,177,715 1,191,596,101
Empty Freight GarS. «.c...civisniiirssioreacharoncnss 555,756,559 515,077,717
Pagsenger Coach and Combination Cars ................. 7,703,467 4,873,984
Sleeping, Parlor and Observation Cars ................. 525,769 648.991
TIITE CADE 5 vt o 0 o Sowitare s worwe s Y h it e IAREILS 44 575 67471
0 AT e BT R T Rjes SO L e eI, T Pty L o 7,604,153 8,384,319
- W5l R TR S it T 0 i S s T 44138113 43,896,849
E i 17 T R At SRS S IS M M e g I e M R T 1,817,950,351 1,767,545,432

47599—6
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CAR MILES—PASSENGER SERVICE:

R GRAEE BToIalit T BBEE =5 oo e v s s Ao st om0 » Bk ems 4 216,373 380,209
Empty Freight Cars ......... S . [ R e g 112,685 186,130
Passenger Coach and Combination Cars ................ 89,431,191 87,575,672
Sleeping Parlor and Observation Cars.............cc... 58,703,137 55,837,555
Dinng Cars - . o-occoniloieeiirin teihige s s aisves 11,200,033 10,536,990
T T e S P L e PG o SR R e 65,925,827 61,866,682
A o TR YOBTE - s v o' o ite oo o5 55 s SRR o S 05 1,042,610 1,035,229
R R IS s e - = R T N S A TR 1,350,367 1,477,859
i 1 2] MG S et WY A S M O O i S PN s T 227,982,223 218,896,326
T Tk |y ey 1O B s s R e ey R R 2,045,932,574 1,086,441,758
P I Ly A R R S e ] e e S e M A 3,045,122 3,279,290
AT S B AN O s S D b & opo s B 2 S T 2,048,977,696 1,989,721,048
AVERAGE MILEAGE OF ROAD OPERATED .....civeveeeennsnanensn 23,496,03 23,494.31
FREIGHT TRAFFIC:
Tons carried—Revenue freight ............coooiiiiint. 80,851,179 80,426,781
Tons carried one mile—Revenue freight ............... 36,015,898,732 36,326,990,666
e ipht DEreITRe e e o e I ToAG o VT e s e e $321,588,728 $324,899,724
IREVETHE PET V0N, . ot o e T WS s (a8 SIhios 116 e oo Svibre s $3-97754 $4-03970
Bovenne Per-ton TIE: oo skiy oo s s s s v Sars v by s s ot $0-00893 $0-00894
Ml Dor TeVenBe TOM e i c. o u'ss 15,0 s bt 5l <o en ore Siui aTyibis 445-46 451-68
Ton-miles—Revenue freight per mile of road .......... 1,526,753 1,540,070
Ton-miles—All freight per mile of road ................ 1,641,004 1,651,318
Gross ton-miles of cars, contents and cabooses ......... 79,728,903,320  78,902,107,40
Net ton-miles of freight (Revenue and non-revenue) ..... 38,557,084,137 38,796,570,833
Train-hours in freight road service ..............cocvnnn. 2,894,098 3,005,447
PASSENGER TRAFFIC:
Passengers carried ....... Do e s S e A G S A i 35,928,212 34,500,731
Passengers carried one mile ...........cceiiiiiiiiinan 3,696,546,316 3,618,808,393
P AGSCBEOT TEVENE 151 o Ss sivs cosvss s v ow s sass s =% $69,776,256 $66,891,034
Revenue per passenger ..... $1-94210 $1-93883
Miles per revenue passenger . o 102-89 . 104-89
Revenue per passenger mile .................. $0-01888 $0-01848
Passenger-miles per mile of road .............coun.... 157,326 154,029
NET RAILWAY OPERATING INCOME:
Gross operating per mile of road ..........ociiiiiin $18,775 41 $18,754 16
Gross Railway operating charges per mile of road ...... $15,893 02 $15,279 53
Net railway operating income per mile of road ...... $2,882 39 $3,474 63

-

OPERATED MILEAGE, 31st DECEMBER, 1944
OPERATED ROAD MILEAGE

Territory Owned Leased Trackage Total
Atlantic Region - .o 0 s i, et 2,986.76 6.41 82.95 3,076.12
Central Region ..........c...e.... 7,123.96 353.13 27.85 7.504.94
Western Region' ... iocivhe st 11,091.16 378.22 64.07 11,533.45
Grand Trunk Western Lines...... 956.26 9.50 59.75 1,025.51
Central Vermont Lines............. 237.90 125.18 58.73 421.81
Total First Main Track........ 22,396.04 872.44 293.35 23,561.83
Lines in Canada................... 20,986.43 565.43 170.48 21,722.36
Lines in United States............. 1,409.59 307.01 122.87 1,839.47 =
" OPERATED MILEAGE ALL TRACKS |
First Maiq L Ly R L A 22,396.04 872.44 293.35 <~ 23561183 a4
Necond Main Track. i 1,218.55 13.70 85.42 1,317.67
Third Mam. Trackil i i, i sanas 26.66 — 3.49 30.15
Fourth and Other Main Tracks.... 10.81 = 5.09 15.90
Spurs, Sidings and Yard Tracks. ... 5,774 .45 308.11 1,112.75 7,195.31

Total Al - Tracks.,.. ..o . 5% 29,426.51 1,194.25 1,500.10 32,120.86
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. . EMPLOYEES AND THEIR COMPENSATION

: *Average Number %Inc. over Previous Year
1 of Employees *Total Payroll Employees Payroll
= 78,129 $122.354,101

B 82,831 132,584,063 6.02 8.36
B 89,536 153,654,368 8.09 15.89
F':_ 94,592 177,042,773 5.65 15.22
i 101,126 195,555,045 6.91 10.46
ey 102,764 222,649,839 1.62 13.86

\
’A- *Includes railway, express and telegraph employees. Excludes hotel and subsidiary com-
E pany employees.

DISBURSEMENT OF TOTAL OPERATING REVENUES AND EXPENSES

Operating revenues were Operating revenues were
disbursed disbursed
1944 - % 1943- 9% 1944 - 9, 1943 - %
BT o7 e o e SR 3 46.78 41.16 56.93 55.89
R o L S TRy D ws s a8 9.82 9.02 11.95 1225
Other Expenses ......cocveeeen 25.58 23.46 31,12 31.86
Total Operating Expenses. . 82.18 73.64 100. 100.
Available for Taxes and Other
BNCOORIAR. .3 55 8 P s satiowrota e 17.82 26.36
7 T M e e S 100. 100. 100. 100.
Maintenance of Way Accounts. . 17.34 15.28 21.10 20.74
Maintenance of Equipment Accs 18.19 16.42 22.13 22.30
Traffic Accounts ......... % }.37 1.28 1.67 1.74
Transportation Accounts 0 40.32 36.19 49.07 49.15
‘Miscellaneous Accounts......... 1.34 1,22 1.63 1.66
General Accounts ........ 38 3.62 3:256 4.40 4.41
Total Operating Expenses.. 82.18 73.64 100. 100.

Mr. Harris (Grey-Bruce): About page 24, in Mr. Vaughan’s report he
spoke about furnishing some locomotives for the Northern Alberta Railway.

Mr. VaveHAN: No, that is what we call the northern type of locomotive;
as applied to a particular wheel arrangement of the locomotive.

Mr. Harris (Grey-Bruce): I did not understand it that way. I understood
that you were breaking down the purchases of locomotives and the uses to
which they had been put and that you said some had been purchased for the
Northern Alberta Railway.

Mr. VaveHAN: No, sir; we did not purchase any for them.

Mr. Rem: You have actually fewer locomotives than in 1943?

Mr. VaueHAN: Yes.

Mr. Rem: I notice that your freight locomotives in 1943 totalled 2,075
and in 1944 the figure is 1,999. ;

Mr. Wavrron: But you will notice that the total is a little greater, it was
2,560 in 1943 and for 1944 it is 2,585.

Mr. MurcH: Did you send any locomotives to Australia in 1944?

Mr. Warton: No.

Mr. VaveaAN: We have locomotives becommg obsolete and worn out from
time to time which are retired.

The CHAIRMAN: Any more questions as to that page?

Mr. NicHOLSON: In connection with the item of postal cars, have you any
information as to the number the Canadian Pacific Railway have and what
volume of trans-continental mail you are handling; do you know how this
number of postal cars compares with the Canadian Pacific?

Mr. VaveaaN: I could not say offhand.
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The Cmammax: Then, on page 26, Operated Mileage, Employees, and
Disbursement of Total Operating Revenues and Expenses;

Mr. NicHoLsoN: In connection with regions, have you any information as
to which regions are most profitable to your company?

Mr. VaucHAN: Our central region is the largest earner both in gross and
net. In recent years the western region has come second.

Mr. NicuoLsoN: Have you a breakdown showing that?

The Cmamrman: We have these figures. I think you can furnish them,
Mr. Cooper.

Mr. Cooper: Yes, we have them.

Mr. Picarp: When ‘we have the figures like that, can we have a breakdown
showing, for instance, Montreal to Halifax, Montreal to Toronto?

Mr. VaveHAN: We would not have this broken down to that extent. We
have the earnings and expense breakdown by regions, but not by districts or
divisions.

Mr. Picarp: Not according to the lines as they were formerly, before they
were incorporated into the C.N.R.?

Mr. VaveHAN: No, sir; we do not keep that now.

Mr. NicuoLson: Could we have a breakdown according to regions, for
the record?

Mr. Cooper: I think it would be more convenient if we could put that in
to-morrow.

The CuammaN: Is that satisfactory, gentlemen?
Some Hon. MEMBERS: Yes.
The Cuamman: Then all we have left is page 26, Operated Mileage,

Employees and their Compensation, Dishursement of Total Operating Revenues
and Expenses—are there any questions there, gentlemen?

Mr. MayBank: You hardly need to read any ef it, it is a purely narrative
section there at the end.

- The CHamrmAN: I do not think so. I think page 26 really ends the balance
sheet, and if there are no further questions we are ready for a motion to adopt
the report.

Mr. MayBank: I move the adoption of the report.

Mr. Rem: I have just one little item, it is really a very minor detail. I
notice here that you show on your map practically all the terminals of the
road, but you do not put in a little place like Port Mann; I was wondering
why you did not put in our terminal at New Westminster.

The CuHarMAN: You should make some personal representations there,
« Mr. Reid.

Mr. Murcu: And, this is a three color map, pretty expensive to make.

Mr. Vaveaan: We will put Port Mann on the next one.

The CrAalRmaN: The adoption of the report has been moved by Mr. May-
bank; is there a seconder?

Mr. Beavpoin: I will be pleased to second the motion.

;I‘he CHAIRMAN: Seconded by Mr. Beaudoin; what is your pleasure, gentle-
men?

Some Hon. MEMmBERS: Carried.

(Carried)

The CrARMAN: Now, gentlemen, it is 10 o’clock. Can we adjourn until
4 o’clock to-morrow afternoon? I know the boys on one side of the House have
a caucus in the morning. I wonder if that would be agreeable.
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Mr. Rem: It is private members’ day.

The CuarMaN: Will that be O.K., 4 o’clock? If that is O.K. I would just
like to mention here before we go that the railway budget is to be brought in
to-morrow. There is also the Canadian National-West Indies Steamship report,
the Securities Trust report; and then the report of your auditors, and the estimates
of the minister. And then, if we can take care of these reports, arrangements
will have to be made with the T.C.A. people, if it is agreeable to the committee,
to come next week some time. We should be able to go through the railway
budget and these others, I think, fairly rapidly and leave the T.C.A. for another
week. Does that sound reasonable and satisfactory to the committee? :

Some Hon. MemBERs: Agreed.

The CHAIRMAN: If we can sit to-morrow afternoon at 4 o’clock, and then on
Thursday, I think these reports can be cleaned up, that would leave only
the T.C.A. for next week. Is that agreeable, gentlemen?

Some Hon. MEMBERS: Agreed.

The CrAIRMAN: Then we will meet at 4 o’clock to-morrow afternoon, gentle-
men.

The committee adjourned at 10:10 o’clock p.m. to meet again to-morrow,
October 24th, at 4 o’clock p.m.
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MINUTES OF PROCEEDINGS

Room 429,
WEeDNESDAY, 24 October, 1945.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 4 o’clock p.m. Mr. Murray Clark,
Chairman, presided. »

Members present: Messrs. Chevrier, Clark, Coyle, Beaudoin, Belzile,
Bourget, Harris (Grey-Bruce), Hazen, Jackman, Maybank, Moore, Mutch,
Nicholson, Picard, Reid, Shaw.

In attendance: Mr. R. C. Vaughan, Chairman and President; Mr. N. B.
Walton, C.B.E., Executive Vice-President; Mr. T. H. Cooper, Comptroller;
Mr. W. S. Thompson, Director of Public Relations of the Canadian National
Railways. Mr. C. P. Edwards, O.B.E., Deputy Minister of Transport and
Mr. F. M. Maclennan, Secretary, The Canadian National Railways Securities
Trust.

The Committee considered the Canadian National Railways Budget for
the year 1945 and on motion of Mr. Beaudoin the said Budget was adopted
unanimously.

The Committee then considered the Annual Report of Canadian National
(West Indies) Steamships, Limited, for the Calendar year 1944; also the
Budget of this Company for 1945. On motion of Mr. Picard both the Annual
Report for 1944 and the Budget for 1945 were adopted unanimously.

Messrs. Vaughan, Walton and Cooper were questioned.

At 6.20 o’clock p.m., the Committee adjourned to meet again at 11 o’clock
p.m. Thursday, 25th October, 1945.

ANTOINE CHASSE,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House or ComMoNs,
October 24, 1945.

ey

The Standing Committee on Railways and Shipping met this day at
4 o’clock p.m. The Chairman, Mr. 8. M. Clark, presided.

The CuARMAN: Gentlemen, there is just one thing I would like to mention
before we start. It is a little difficult sometimes when a couple are talking
for the reporters to get all of what is said, and I hope we can be just a little
careful about that to-day. They talked to me last night about it, so if we
could be just a little careful about that it will give them a little better chance.

Now, the report was adopted last night, and the next suggested order of
procedure is the Canadian National Railway budget which has been distributed
to each one of the members of the committee here. 1 believe that is the
procedure generally adopted after a report, and if there are any explanations
or questions in connection with it, perhaps that is the next order of business,
if that meets with the approval of the committee.

Mr. JackmAN: Mr. Chairman, considerable progress was made yesterday
E evening. Unfortunately I had to be in the House; as you know, the T.C.A.
i bill was up in the House. I cannot help but register a certain amount of
complaint that it was necessary to hold a sitting of this committee contem-
poraneously with that of a relative committee in the House of Commons itself.
It is impossible to be in two places at one time, as you well know. There are
a number of questions which I had in mind to as sk about the report before it
was adopted. It is immaterial to me whether I ask them now or whether I
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leave them until we come to the adoption of the report of the auditors, when
b they can again be raised.

LE' Hon. Mr. Cuevrier: Might I suggest that it be done then I think if we
& get on with the budget now you can ask your questions when Mr. Matthews
B is on the stand, unless you have some serious objections.

£ Mr. JackmaN: Some of these they will not be able to answer.

ﬁ?: The CHAmRMAN: I think all the officials will be here. »

% Mr. Jackman: It is immaterial to me as long as eventually I get the
answers.

t- Hon. Mr. Cuevrier: I think you will get your answers.

[ The CrARMAN: If that is O.K.,, these officials will all be here, and if there

are any questions which the officers are unable to answer the other officials of
the road will be at your disposal. Is that satisfactory?
Mr. JAcKMAN: Yes; except that I am here now, and I may not be here

another time.
The CHAIRMAN: Perhaps we can arrange it so that you can be here.

Mr. JackMAN: All right.
The CuArMAN: Gentlemen, you all have a copy of the Canadian National
budget for 1945, the present year, which is now pretty well completed. Have

you any questions on it?
Mr. JackMAN: Let’s go over it item by item. We have not had a chance

to see what it looks like.

7
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The Cuarman: Would that be O.K.?

Mr. Hazen: Have you any more copies of it?

The CuAlRMAN: Yes, there are plenty. Would it be helpful to have Mr.
Vaughan or Mr. Cooper or some of these men explain this; just take the
budget and explain it page by page? Would that be helpful?

Mr. JackMmAN: Let them take it item by item.

The CraamMmAaN: If that is the pleasure of the committee.

Mr. VaueHAN: You might go ahead, Mr. Cooper.

Mr. CoorEr: You wanted a summary of the operating and capital budget;
the operating budget for 1945 shows that we expect to have cash surplus of
$25,000,000.

Mr. Jackman: Might I just ask a question, not relative to the budget
but in connection with your cash surplus which you turn over to the government;
that I believe is synonymous with real profit after your bond interest; this
cash surplus is synonymous to the real profit of the railway after bond interest?

Mr. VavcHAN: Yes, it is.

Mr. Jackman: Does the government give you a reduction or cancellation
in your debt to the government as a result of the payment of the surpluses?

Mr. CooPEr: Yes.

Mr. JackmaN: In the way of cancellation of bonds or outstanding debts?

Mr. Cooper: In the way of cancellation of debt.

Mr. VavesAN: Yes.

Mr. Jackman: What item would that be on the balance sheet? What
is the amount of the item which is reduced year by year when you do turn in
the cash surplus? Is it in the liabilities?

Mr. Cooprer: On the liability side of the balance sheet you will see, under
Dominion of Canada, loans amounting to $645,103,871.64.

Mr. Jackman: $645,000,000, is that the item?

Mr. Cooper: That is the item. It would be reduced by the payment by
the railway to the government of the cash surplus we earn.

Mr. Jackman: All right. Thank you very much.
Mr. Coorer: On the second page—

Mr. Rem: Might I ask, Mr. Chairman, are we to go through it page by
page? Are we to wait until a page is completed before we ask a question?

Mr. Coorer: I was not skipping it; I was merely going on to say that
on the second page are the details making up the $25,000,000. If we are to
consider this $25,000,000 of operating surplus it seems to me that we should
turn to page 2 for the time being, and then come back to page 1. The total
railway operating revenues budgeted for 1945 are $433,000,000, as compared
to $441,000,000 in 1944. The operating expenses are expected to be $354,800,000;
leaving net operating revenues of $78,200,000; other income charges—net,
$6,909,000; leaving a net available for interest of $71,291,000. The interest
charges: interest due the public on long term debt, $26,035,000, interest payable
to the government $20,256,000—leaving a cash surplus of $25,000,000.

And now, coming back to page 1 and going on with the capital section of
the budget, the total capital budget is shown as $33,406,000, that is comprised
of the four or five items shown—additions and betterments are estimated to
amount to $15,008,000 (and the details of that item appear on page 3 of this
pamphlet) ; the next item, acquisition of securities, amount to $1,015,000
(details of that item also appear on page 3); retirement of maturing capital
obligations, etc., amount to $10,777,000 (details of that item are given on
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page 4). Against these expenditures we estimate we shall have available from
reserves for depreciation, $18,000,000, leaving for our general capital budget
a net requirement of $8,800,000.

In addition to the general budget, under our equipment program we
have budgeted expenditures amounting to $24,606,000, making a total capital
budget of $33,406,000. In addition to the operating and capital budget we
then show possible requirement of Trans-Canada air lines, $400,000; which is
all that remained on the authority granted by the Trans-Canada Act of 1937.

Mr. Jackman: Where would you get the $35,000,000 Mr. Howe spoke
about in the House?

Mr. Coorer: Well, of course, this is our 1945 budget, and we were not

concerned with legislation which has been introduced subsequently to the
preparations of the budget.

Mr. Hazen: Where do you show the shares of Trans-Canada that you hold?

Mr. Coorer: On the asset side of the balance sheet in the item, investments
in affiliated companies, $40,710,024.85. The details of that item are given on
page 21 of the printed report, and you will see our investment in Trans-Canada
Air Lines as being $4,600,000.

Mr. Hazen: Thank you very much.

Mr. Rem: May I ask Mr. Vaughan some questions? I notice the budget
in 1944 is estimated at $421,700,000, and the actual revenue was $441,147,000.

Mr. VauecHAN: Yes, sir.

Mr. Rem: And for 1945 you are estimating a revenue of $433,000,000.
Do you expect you will be able to realize that amount, or do you anticipate
that there will be a reduction in the actual net revenue positon, as compared
to what you received in 1944?

Mr. VaueHAN: There is a falling off in traffic, but I think we will closely
approach the figures given here, which will represent a reduction of approxi-
mately $8,000,000 in the gross earnings below 1944.

Mr. ReEm: Would you mind explaining the note there at the bottom of
page 2; “ The 1945 Budget includes $1,937,500 for Contribution to Deficit of
ICR. & P.EI Provident Fund.”?

Mr. Coorer: The Intercolonial and Prince Edward Island Provident Fund
is a superannuation fund which applies to employees of the Canadian government
railways. It was closed to new members in 1929, and from that date any
employees of the Canadian National Railways, whether they were on the
Canadian government railways or not, were admitted to membership in the
Canadian National pension plan. The Intercolonial and P.E.I. fund is bankrupt,
very much so; and the railway is required each year to contribute sufficient
to meet payment of pensions under that plan. We made payments in 1944
amounting to $1,850,860 and the estimated amount for 1945 is $1,937,500. Since
the fund became insolvent in 1924, the Canadian National Railways have had
to provide $20,625,000, to permit payments under that plan to be made to the
Canadian government employees. -

Mr. Rem: Would that not be irrespective of any payments made by the
men themselves to the fund?

Mr. Cooper: The total pension payroll would be in excess of this. This
would be the amount necessary to implement the amount contributed by the
members themselves. This is the cost to the railway in 1945, of keeping these
pensions going.

Mr. Hazex: You say this scheme closed in 1929?
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Mr. Coorer: To new employees. After that date new employees coming
to work on C.N. lines became members of the Canadian National pension fund
instead of the I.C.R. & P.E.I. Provident Fund.

Mr. Hazen: And, can you tell us whether this cost is increasing or
decreasing?

Mr. Coorer: It is increasing and will continue to increase for some years.

Mr. JAckMAN: It just struck me, inasmuch as you have been holding on
to some of your old employees to help out in the emergency, that in the next
year or toward the end of this year, you may release a good many men who
are becoming 65 years of age, or who have reached that age within the last
three or four years. Might you not find your pension system being faced with
quite a bill in setting up funds for these people; suppose you have 5,000 men
—that may be a very large item?

Mr. Cooper: That figure is excessive, Mr. Jackman. As I remember it
the number of employees who were retained in the service after the age of 65
was around 630. At the present time the number of employees in that cate-
gory is 462. We expect that they will substantially all go on pension before
the end of this year. It will undoubtedly have quite an impact on the pension
fund. However, we have foreseen that to some extent; in 1943 I took up
$750,000 and in 1944 I took up another $500,000, and in 1945 we have been
putting something away to equalize somewhat the cost in 1945 with what it
would be under normal retirement conditions. In other words, we expect to
take care of these retirements in 1945 out of our 1945 operating expenses.

Mr. Jackman: It will not seriously overload the 1945 or 1946 operating
expenses? If you had $5,000 to put up for each pensioner with about 630
eligible it would run about $3,000,000. That is quite a sum.

Mr. Coorer: As I said, in 1943 the charge for pension contracts issued
in that year was in the neighbourhood of $2,000,000. I have the figure here
if you need it. In addition we set aside $750,000.

Mr. Jackmax: You have made provision for it?

Mr. Coorer: Yes.

Mr. VavcaAN: We foresaw this and Mr. Cooper and I went into it some
time ago and arranged to set aside funds to provide for this very thing you
are speaking of. _

Mr. Jackmax: May I just suggest, Mr. Chairman, inasmuch as appar-
ently it is the recommendation of this committee that parliament acts on when
it grants the capital expense budget we should, I think, in fairness to ourselves
as well as in justice to the responsibility which is put upon us look into the
various classifications where the money is going to be spent. Otherwise we
are in a very sorry position if the House asks us, “why did you pass this
budget, what is it for”, and we do not know anything about it except a round
sum. I wonder if we could have a word of explanation about the various items.

Mr. Harris (Grey-Bruce): You mean the items on page 3.

Hon. Mr. Cuevrier: There is no objection to that.

Mr. VaveHaN: There is a very large budget prepared, Mr. Jackman, which
details each individual item. That is a sample of it.

Mr. Rem: We want to get out of here before Christmas.
Mr. Jackman: I do not want the whole budget.
Mr. Vaveuan: If you would like to see this, go over it, and ask any

questions you are entirely welcome to do so, but each individual item is detailed
here. Where the money is to go is set out very carefully and clearly.

Mr. Jackman: Here is total additions and betterments less retirements,
$15,008,000. We have got a general breakdown which I think is quite sufficient
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for our purpose but we have a responsibility to the House and I think we
should ask a general question as to the explanation why you want $1,331,350
for the Atlantic region as against $678 478 spent last year. I think we should
have a bit of information on these matters because if we do not know about
it it is a little bit difficult to assume any responsibility whatsoever.

Mr. Beaunoin: May I ask if this particular document could be distributed
if copies could be made available?

Mr. Jackman: We do not want that.

Mr. VauveHAN: One reason we do not have them distributed is because
there is a lot of detailed information in the budget which we do not think it
desirable to make public. There is probably no objection to the members of
this committee having it, but I am afraid if we made that document a public
document we would be getting requests from everybody all over the country
saying, “You are doing this here. Why are you not doing this there?” It might
be very embarrassing.

Mr. MurcH: I am quite sure that it is not the intention of the committee
to ask for any thing as exhaustive as that. We can ask about any specific
item if there is any doubt, and that should be sufficient.

Mr. NicuoLsoN: How about the Montreal terminal construction? Are we
near the end of that?

Mr. VaveHAN: Yes. Mr. Cooper can give you the figures here.

Mr. Coorer: Montreal terminal construction happens to be a specific item
detailed on page 3. We show it there as $100,000.

Mr. NicuoLson: Will this appear again next year?

Mr. Cooper: I think it should disappear. I think Montreal terminal con-
struction is ended and that any ordinary improvements which are made to
that station should go into the ordinary budget in the future.

Mr. JackmAN: There was some reference to the new line or revamping of
the old line to make traffic possible in Montreal, was there not?

Mr. VaveuAN: That is the Bout de L’Isle line. That line is finished and
now in operation.

Mr. JackmAN: There is no more expense involved there?

Mr. VaucuHAN: No.

Mr. JackmaN: The general question is why is there $15,008,000 in the
budget this year as against $6,383,398 last year? I presume you need all these
things but would you say a word about the individual items? Would you like
to have spent more on certain things?

Mr. VaugHAN: You will notice that we did not spend anything like our
budget in 1944. If you compare the $15,000,000 in 1945 with the budget of
$17,000,000 in 1944 we really have a smaller budget. I think the same condition
will obtain this year, that we probably will not be able to spend all the money
wehave in our budget on account of the labour and material situation, but our
budget is really much less than it was in 1944. We would have spent more in
1944 had labour and material been available but they were not available, So
we spent but a small proportion of our budget.

Mr. Jackman: Take the $6,009,624 budgeted for the central region. What
are some of the major items in that?

Mr. VaveHAN: Mr. Cooper will have it here. He will give it to you.

Mr. Cooper: If I call the headings out, Mr. Jackman, would that be
sufficient?

Mr. JackmaN: I want to know generally what it is about.
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Mr. Coorer: There is the Bout de L’Isle line, $130,000. I am speaking of
the 1945 budget now. Line diversions, $49,312; new rails and fastenings
$105,548; relaying with part worn rail or second hand rail, $88,668.

Mr. JackMmaN: The road bed is getting rather badly in need of repair in
certain sections?

Mr. Coorer: Repairs do not come in the capital budget.

Mr. JackMAaN: I should not use the term “repairs” but “replacements”.
Put it that way.

Mr. Coorer: If we were replacing steel rail of the same weight there would
be no charge to investment account.

Mr. Beavpoin: It would come under maintenance.

Mr. VaucaAN: Operating charge, yes. If we take out a 100-pound rail and
put in @ 130-pound rail the difference in cost would be a capital charge but
where we replace in kind there is no capital charge.

Mr. Jackman: Which brings me to the point that it would be too bad if
the committee went home without that memorandum on the depreciation because
I think it would be interesting to us. You might give it to us when it is convenient
so that we will have the background.

Mr. MayBanNk: I understand it was to be distributed at some stage.

Mr. JackmAN: It was suggested by Mr. Vaughan in his opening remarks.
I think Mr. Vaughan and Mr. Cooper will know what I am after. You are
asking the people of Canada for $6,000,000 to be spent in the central region. I
do not want to know what $25,000 is going for particularly but I do want to
know what the major items are.

Mr. VaveuAN: I think Mr. Cooper might continue. ‘
Mr. JackMAN: And what is the need or interpretation of them?

Mr. Coorer: I do not think the amounts matter very much unless you
want them. As to tie plates we propose to apply 2,808,335 new tie plates,
washed screened gravel ballast, widening cuts and fills, ditching, tile and
other tracks, yard tracks and public business sidings, passing tracks, private and
wooden box and other drainage, roadways and paving, right of way fences,
other tracks, yard tracks and public business sidings, passing tracks, private and
public business sidings, roadway machines and roadway small tools, new steel
bridges or replacement with concrete or steel bridges, culverts, new timber
bridges and trestles or replacement of existing timber bridges and trestles in
kind.

Mr. Jackman: It is mostly a compilation of small items spread through-
out the whole system rather than any major item costing $1,000,000 or $2,000,000?

Mr. Coorer: Yes. If I were to give you one of these headings with the
detail it might be indicative of the budget as a whole.

Mr. Jackman: If it is not too detailed.

Mr. Coorer: Here is one, replacing timber bridges and trestles with culverts
and fill. Alderdale subdivision, one bridge at mileage 108-63. Sudbury terminals,
one trestle approach at mileage 6, Copper Cliff section. Sudbury subdivision,
one bridge at mileage 90-76, construct rock tunnel and fill. On the Rouyn
subdivision four bridges at mileages 19-3, 19-9, 20-9 and 28-4. Oba subdivision,
two bridges at 62-8 and 142-4. Beachburg subdivision, one bridge at mileage
134-9. The total amount of those works is estimated at $48,460. That is the
way the budget is made up.

Mr. Hazex: Mr. Cooper, you estimate that additions and betterments,
Atlantic region, will be $1,331,350 in your budget for 1945. Will you give us
the breakdown of those figures?
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Mr. Coorer: I want to be frank about this thing. This budget was prepared
at the beginning of the year and it has been revised during the year. We did
not feel we should go to the trouble of reprinting it. As against the original
budget for the Atlantic region of $1,331,350 we made reduction of $172,000.
The reductions are not impressed on the original budget, and if you do not
mind me giving the original budget it would be a convenience. I could go over
it secondly and give you all the items that have been cut out. Atlantic region,
new rails and fastenings, $686,037. Relaying with part worn or second-hand
rail, main and branch lines, $151,999. Relaying with part worn or second-hand
rail, passing and yard tracks, $48932. Tie plates, $143,236. Rail anchors,
$89,020. Rock and washed screened gravel ballast, $1,429,390.

Mr. Hazex: Did you say $1,429,390?

Mr. CoorEr: Yes, $1,429,390.

Mr. Hazex: I thought the total amount was $1,331,000.

Mr. Coorer: I am sorry. I am giving you the total expenditures. Some
portion of that is charged to operating. I had better go back and give you the
capital portion. I will begin again.

Mr. Hazen: We want to get it straight.

Mr. Coorer: New rails and fastenings, $41,917. That is the capital portion
only. Relaying with part worn or second hand rail on main and branch lines,
$35,884 ; relaying with part worn or second hand rail (passing and yard tracks
and business sidings), $13,931; tie plates, $28,020; rail anchors, $77,920; rock
and washed screened gravel ballast, $253,5630; slag ballast, $20,400; widening
cuts and fills, $25,000; rip-rap, $50,000; tile and wooden box and other drainage,
$25,500; right-of-way fence and cattle guards, including planting of trees and
hedges in lieu of right-of-way fencing, $10,565; other tracks, yard tracks and
public business sidings, $36,640; passing tracks, $6,420; private and business
sidings, $35,000; roadway machines and roadway small tools, $83,390; roadway
miscellaneous, $3,300; new steel bridges or replacement with concrete or steel
bridges, $47,105; replacement of steel bridges with timber bridges or trestles,
$54; culverts—new or the replacement thereof, $3,500; new timber bridges and
trestles or the replacement of existing timber bridges and trestles in kind,
$37,190; replacing timber bridges and trestles with culverts and fill, $14,069;
miscellaneous improvements to bridges, such as metalikoting, waterproofing,
replacement of masonry by concrete, guard rails and sidewalks, ete., on bridges,
$67,181; protection of grade and highway crossings, $10,000; other stations
and shelters—new and replacements, $2,430; other stations and shelters—better-
ments to $6,000; freight sheds—betterments to, $2,900; section dwellings and
bunkhouses—new and replacements, $21,584; platforms, $2,673; miscellaneous
buildings, new and replacements, $35,400; express facilities on railway property,
$10,981; water supplies, $18,023; fuel stations—including betterments thereto,
$6,600; turntables, $23,040; ashpits, $4,150; other enginehouses and machine
- shops—new and replacements, $12,500; other enginehouses and machine shops—
betterments to, $9,750.

Mr. Nicuorson: If I might interrupt just here, it seems to me that it will
take quite a long time to get up to $1,900,000.

Mr. Cooper: There are another couple of pages.

The Cuamrvan: That is just a general deseription. Is that satisfactory?

Mr. Hazen: No, it is not altogether satisfactory, I should like to have the
particulars. I do not care if Mr. Cooper reads them or not. If he could put
them down on the record, that would be satisfactory.

Mr. MayBank: That might be a suggestion, Mr. Chairman; put it on the
record subsequently, as an appendix.

Mr. Jackman: He has got half of it on now. Why not let him carry on?
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Mr. Mayeank: Would it not be undesirable to put down in too great:

detail the exact information on expenditures, for the reasons Mr. Vaughan
mentioned a little while ago? Might it not be a case, as Mr. Hazen has a
great special interest, a memorandum could be sent to him? He could then
use his discretion as to giving the advice out further. It is understandable
that he would have a special interest in this area, and yet I do not think you
would want all those dollars and cents details on the record for both competitors
and others.

Mr. VaueHAN: We could give Mr. Hazen just the figures that Mr. Cooper
has given.

Mr. MayBank: I think that would be better.

Mr. Hazex: I do not want to do anything that would embarrass the railway.

Mr. VaucaAN: Those items are divided. There is a certain proportion
chargeable to capital, but I suppose the larger proportion is chargeable to
maintenance.

Mr. Coorer: I was corrected. The first figures I gave were total expendi-
tures, but I went back and reversed myself and gave only the capital expendi-
tures.

Mr. Wavton: But on nearly all of those items there is some proportion of
maintenance. expense; in many of them it is the larger portion.

Mr. BourgeT: One of the main items was ballast in every region.

Mr. Hazen: It will be perfectly satisfactory if Mr. Cooper will give me
those figures of the capital expenditures for the Atlantic region. I was going to
ask this question. Are those divided up in any way? Do those expenditures
show how mueh, if anything, is going to be spent in Prince Edward Island, for
instance?

Mr. VaveHAN: There would be an item there.

Mr. Jackman: $10,000.

Mr. VaveaaNn: They can be picked out.

Mr. Hazex: Well, I do not want them lumped together.

Mr. VaueuAN: There are several items for P.E.I. They can be picked out.

Mr. Hazen: What I had in mind was this. If you had them available,
I was going to ask for the items for Prince Edward Island, Nova Scotia and
New Brunswick, if it would not be too difficult.

Mr. Rem: While you are at Prince Edward Island, I wonder if you would
mention about that $713,000?

Mr. Hazen: Let us get this straightened out first. Would that be convenient
to you to do that?

Mr. Coorer: If T might make a suggestion, I should like to show you this
book and let you tell me exactly what you want.

Mr. Hazen: I have said what I wanted.

Mr. MayBank: You are chatting together.

Mr. Hazex: 1 have said what I wanted.

Mr. Coorer: We can mark what would be Prince Edward Island items.

Mr. Hazex: Can you mark which will be Nova Scotia and New Brunswick

. as well?

Mr. Wavron: I think pretty generally. There are some items which are
more or less general, such as ballast items and that sort of thmg I think, with
reasonable accuracy, they can be assigned to the territories in which the work
would be done.

Mr. VaveraN: I think we can give you what you want, Mr. Hazen.
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Mr. Hazex: There is one other question. Is any of this money that is
being spent, going to be spent for double tracking?

Mr. VauveHAaN: No, sir.

The CHARMAN: Is that cleared up?

Mr. Hazex: Yes, sir.

Mr. MayBank: You are not waiting, of course, for any vote of approval
for those expenditures. You-must by now, the year being largely gone, have
done a great deal of this, as T say.

Mr. VaveHAN: Yes. We had to go ahead with it.

Mr. MAYBANK: Yes.

Mr. Vaveuan: We had no meeting in the spring to approve our budget.
We could not tie up the railroad. We had to go ahead.

Mr. MayBaNk: You went right ahead with these capital expenditures.

Mr. VaugHAN: Yes.

Mr. Jackman: Taking the money out of your own pocket in the meantime,
Mr. Vaughan? Where did you get the money?

Mr. VauveHAN: You will see that our total expenditures were very much
below the budget, as I have said.

Mr. Jackman: Where did you get the money?

Mr. Coorer: As far as the general budget is concerned, we have provided
all the capital expenditures out of our depreciation reserves for 1945.

Mr. Jackman: That just raises a rather peculiar or perhaps awkward legal
question. You must get authority, I suppose, by an order in council or some-
thing. Do you do that, or do you just have to carry on without it and take a
chance of getting your acts validated at a subsequent date? What is the legal
position?

Mr. VaveuaN: Well, the position was this. The matter was talked over
with the minister; and it was decided that, inasmuch as our budget had not
been approved, we would have to go ahead, and tentative authority was received
to proceed with our work pending the deliberations of-this committee.

Mr. JackmAN: If this committee took a contrary view, it would not be
very effective for 1944. However, you had to do the work, I presume, and trust
that it would be approved.

Mr. VaveHAN: Yes.

Mr. MayBank: Otherwise they would have to go ahead and unbuild the

bridges. \
Mr. JackmaN: That would not help the problem. May I say this, though.
Colonel McLure, one of the members from Prince Edward Island, has raised
the question of lack of a second ferry. Does that come under the C.N.R. or is
that the government?

Hon. Mr. Curveier: That is a matter of the estimates. That will be one
of the three estimates that will be dealt with after these reports are approved.

Mr; JackmAN: Are the estimates dealt with in this committee?

Hon. Mr. CuevriEr: Yes. That is vote 421, Prince Edward Island car ferry
deficit.

Mr. Jackman: That is dealt with in this committee?
Hon. Mr. CuevriER: Yes. That is right.

Mr. Jackman: Also Colonel McLure in the House at one time mentioned
the very heavy cost of trucking farm produce from the Island to the mainland,
I think with particular reference to the charge on the ferry across. It was a
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very heavy charge for some 50 miles between two points, much heavier than
the ordinary trucking charges on the ordinary mainland. Are the rates on the
ferry high, and does the C. N. R.. set them?

Mr. VavcEAN: We do not think the rates are unusually high. Of course,
everything that goes over on the ferry is in direct competition with the railway.
We think we are generous in allowing the trucks to go on the ferry at all.

Mr. Hazex: What do you charge to take a truck across?

Mr. VaveHAN: I have not the rates here. Has anybody got them?

Mr. WartoN: I do not think we have.

Mr. VavcHAN: We can obtain them for you very easily, but we have not
got them here at the moment.

Mr. Hazen: What about this expenditure of $10,000?2 What is that for?
I am speaking about the amount you budget for P.E.I. car ferry and terminals.
What 1s that money expended for?

Mr. Cooper: It is just a general contingency fund of $10,000 to take
care of items which are not foreseen when the detailed budget is made up.

. Mr. Hazen: Last year you spent $48,700. No, that is not quite accurate.
You budgeted for $48,700 and actually spent $54,639.

Mr. Coorer: Yes. Do you want the details of that, Mr. Hazen?

Mr. Hazen: No, thank you. If I do, I will ask for them.

Mr. Coorer: We will have to get that.

Mr. JackMAN: Of course, while trucking from the island to the mainland
is in competition with the railway, neverthless it is a public carrier. One has to
recognize that trucking is an alternative form of transportation?

Mr. VavcHAN: I agree with that.

Mr. JackmaN: What is the basis of the complaint of these truckers from
the island to the mainland? Is the trucking rate the trouble?

Mr. VaveHAN: I think the only complaint I know of is the rate that is
charged for trucks on the ferry. We have had complaints from time to time in
respect of that; but we have not had any recent complaints that I know of,
although no doubt other officers of the railway company receive such complaints.
I think what we had better do is to get the rates. I do not know what they are.

Hon. Mr. CrEvRIER: I have them here, Mr. McLennan has just obtained
them. They are as follows: trucks, one way on the ferry, $6; return $12.

Mr. Harris (Grey-Bruce) What distance is the ferry?

Mr. JackmaN: Eight miles.

Hon. Mr. CuevriEr: Nine, I think.

Mr. Rem: Is that for loaded trucks?

Mr. VaveaAN: Loaded trucks, yes; loaded or unloaded.

Hon. Mr. Curvrier: Passenger cars, $2 one way; $3 return.

Mr. Mutcs: Does that include any kind of trucks—1 ton, 2 ton, and so on?

Mr. VaveHAN: There is a limitation, I think; up to 5 tons, I think, the
rate is the same.

Mr. JackmaN: Could you give us any idea of the comparison between
transporting 5 tons in a truck as against transporting 5 tons of farm produce
in bulk on the ferry?

Mr. Warron: We do not handle bulk on the ferry.

Mr. JackmaNn: There is some bulk classification.

Mr. Vaveuan: We do not handle any bulk on the ferry. Everything we
handle on the ferry is in cars. We do not handle any bulk at all.
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Mr. Jackman: Well, you know what I am after. How much does it cost to
transport 5 tons of potatoes on a car as against 5 tons on a truck?

Mr. VaugHAN: There are many things that enter into that. I think it
would depend upon the destination of the potatoes and the haul the railway
was going to get on them, and over what distance the expense would be spread.

Mr. Jackman: Take a fifty-mile truck-haul.

Mr. Vaveuan: You are aware, of ‘course, of the controversy that goes on
all the time between the cost of moving goods in trucks and moving them in
railway cars. I think all the bodies that have studied the situation have con-
cluded pretty well that trucks cannot economically operate except for high-
class goods In competition with the railways if all the factors, of course, are
taken into account, beyond approximately fifty miles. During the war the
transport controller placed a restriction of fifty miles on the operation of trucks.
That will always be a matter of controversy. The truck people naturally
have their own side of the case, and I would not want to start an argument
here against the trucks unless they have an opportunity to defend themselves.

Mr. Jackman: After all, the people of the Island are entitled to ship
according to the method most convenient for them, and if the rate on the ferry
is excessive for trucks as against cars it is, in a sense, unfair competition in
view of the situation of the Island, the Confederation Pact and all the other
peculiarities attached to P.E.L

Mr. MurcHu: It is a highly controversial opinion.

Mr. Jackman: I am asking for his facts, not opinions. What is the rate
for a fifty-mile haul from some point on the Island to some point on the main-
land, first, via truck, and, secondly, via the railway?

Mr. VavcaAN: I think it would be almost impossible to give that.

Mr. Remp: There were many opinions before the transport board over
long years, and it has never been possible to tell in regard to railway traffic
how much it costs to haul a ton or a half ton any distance. They were never
able to substantiate any charge.

Mr. JackmAN: I mean the charge.

Mr. VavgaaN: Perhaps I misunderstood you. As I understand you, you
want the rate that the railway would charge on a specific commodity, say from
Charlottetown to some point fifty miles distant on the mainland?

Mr. JackmaN: That is right.

Mr. VavcgaAaN: All I could give you in opposition to that would be the rate
we charge a truck on the ferry, because we do not operate the trucks.

Mr. Jackman: That might be adequate, if you can give me that
information.

Mr. VaugHAN: We will get that.

Hon. Mr. CueveriEr: You could not go more than nine miles. You do
not know what the rates of the trucks are beyond fifty miles.

Mr. Jackman: The difficulty, apparently, on the Island is that the rate
across the water is so high that it makes trucking extremely expensive to the
people of the Island. That is the question Mr. McLure raised. Now, may I
ask you this: How do you build up your budget from year to year of capital
expenditures? Do you do it from the head office?

Mr. VaucHAN: Our budget is prepared very carefully. It starts on with
the divisions. It is gone over by the divisional superintendents and the divi-
sional engineers and other officers. Then it goes up to the district office, that is
the general superintendent and the district engineer. They comb it over and
eliminate anything they think can possibly be done without. It then goes to the
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regional vice-president and general manager and the chief engineer of the
region. And it is gone over by them and certain eliminations are made. Then
it comes to Montreal where it will go first to Mr. Walton and then to our
department of research. We have a budget department which happens to be
under Mr. Fairweather who is vice-president of a number of departments.
Every individual item is gone over by him. We bring to Montreal the vice-
presidents and the chief engineers and they have to justify to him and to Mr.
Walton and to myself that every item in that budget is required in the interests
of the railway. So it is not a haphazard thing; it is gone into very carefully.

Mr. JackMaN: And your board of directors pass on it after that?

Mr. VaveaAN: It is eventually submitted to the board of directors and
approved by them and then it comes on here for final approval.

Mr. Jackman: I do not suppose you are able to do as many industrial
concerns do where, say, an expenditure of $100,000 is asked for—you cannot,
because of the nature of the railway business, say whether that $100,000 will
return a certain percentage of profit at the end of the year? Your business does
not permit you to estimate in that way, does it?

Mr. VaveHAN: Our officers submitting these budgets are required to say
on the individual AFE’s the savings which will result from the expenditures.

Mr. Jackman: Of course, where you are replacing a wooden bridge with
a steel bridge, that is a matter of necessity?

Mr. VaveuAN: That is a matter of necessity. There are some things in
which there is no saving; it is a matter of necessity, as you say; but where there
is anything new required it has to be justified on the basis of economies.

Mr. Rem: I wonder if I could get an answer to my question with regard to
the Prince Edward Island ferry, because I am interested in this item of $713,000
for the government share of operating account. I would like to know if the
ferry is paying and who operates it.

Hon. Mr. CHEVRIER: It is not paying. That is a matter that will come up
by separate vote after these reports have been dealt with.

Mr. Rem: Here is a vote of $713,000.

Mr. VaveHAN: I think, Mr. Chairman, that Mr. Cooper might explain
how the accounts of the Prince Edward Island car ferry are handled as between
the governement and ourselves.

Mr. Coorer: I think there is a mistake about the $713,000. If I am looking
at the same figure that is related to subsidiary companies.

Mr. Rem: The amount I have is government share of operating account,
* P.E.IL, car ferry and terminals, $564,200, page 2 of the budget.

Mr. Coorer: The Prince Edward Island car ferry is operated as a part of
the system in the first place, but we are operating it on behalf of the government,
and it is understood that the government will meet the difference between the
cost of operation and the revenue. That difference is provided by way of a
separate vote in the House. We operate the ferry. We take the costs of doing so
and credit against those costs the revenue which we apportion to the ferry
operations and we render our bill against the Department of Transport for
the deficit.

The CumamrmAN: As I understand it, that is the estimate the minister is
going to bring down.

Hon. Mr. CurvriEr: The 1945 net deficit for the operation is $713,000, which
we pay over to the Canadian National Railways.

Mr. Harris (Grey-Bruce): Did I understand you to say that up to this
time this year you have drawn on depreciation and reserve in order to pay this
capital expenditure account?
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Mr. Cooper: Speaking of the items in what we call the general capital
budget—that is irrespective of the new equipment vote—all the items of capital
expenditure which we show on page 1: additions and betterments; acquisition of
securities; retirement of maturing capital obligations—those expenditures to
the end of September have been met out of our own resources.

Mr. Harris: Will that continue for the remaining three months of this year?

Mr. CoorEr: It is possible we shall not finally balance out at the end of the
year; but my own view is that we shall not require the full amount of the
$8,800,000. You understand that we have to ask for a vote sufficient to complete
a job. Now it may be that by December 31 the job has not been completed
and the money has not all been spent. As a rule the amount of the budget is
underspent. You notice in 1944, for example, while we asked for $10,549,000
on the general capital budget account we actually had a credit at the end of
the year of $2,776,000. :

Mr. Rem: Why would the interest charge be less for 1945? I notice it is
$45,000,000; operating revenues are $8,000,000 less, and operating expenses are
$12,000,000 less, and then it is' made up by a drop in interest charges. For
instance, the interest due to the public on long term debt, on page 2, is $28,000,000
odd, and you estimate $26,035,000 for this year. The next is interest on dominion
government loans, $20,000,000 odd, and the total interest charges are a little
less than $2,000,000 less than actually paid in 1944.

Mr. Coorer: Yes. The explanation of that, perhaps, can be given best by
way of an example. In July of 1944 we called for redemption on issue of
$56,000,000 of 5 per cent bonds. We secured the funds from the government at—
I have forgotten the rate—around 3 per cent or 24 per cent—so you see on the
refunding operation we save an interest charge of approximately 2 per cent,
or 24 per cent, depending on the coupon rate and what we can borrow money
for from the government. o e

Mr. JackMAN: What was done with those British-held Canadian National
securities purchased by our government and taken over before we got onto
mutual aid? Does the government hold them or have they turned them back to
the railway?

Mr. Coorer: The railway gave the government a note for the amount
necessary to enable the railway to take up those securities. The securities
themselves are held by the Minister of Finance as collateral behind our note.

Mr. VavcaAN: We pay 3% per cent interest on them.

Mr. JackMaN: The government charge you 3% per cent on the standing
interest, that large item on the balance sheet, $661,000,000?

Mr. Cooper: No, the rates are set out on page 20, but on the repatriation
items the interest rate was 3% per cent on an amount of approximately
$390,000,000. .

Mr. JackMAN: Are there still more Canadian National bonds held overseas
in Great Britain? :

Mr. Vaveuan: I think that was referred to yesterday and it was pointed
out that there were about $28,000,000 of those bonds which had not been vested
because, apparently, they were held in other countries and it was not within the
authority of the British government to vest them. But outside of those they have
all been vested. '

Mr. JackMAN: Are some of those bonds, to your knowledge, held in France
or Holland or other European countries?

Mr. CoorEr: Certainly, and some of them are held in Ireland.

Mr. Jackman: Do you know offhand about how many bonds are held over
there?

47815—2
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Mr. Cooper: No, I cannot answer that. Possibly our treasury department
might be able to get those figures for you approximately, but as far as I am
concerned, I cannot answer your question.

Mr. MurcHa: It would be under $28,000,000 in any event.

Mr. Cooper: The total of sterling securities held by other than U.K.
residents amounts to $28,000,000.

Mr. Picarp: Is there any amount still held in the United Kingdom which
has not been repatriated?

Hon. Mr. Cuevrier: He has just stated that.

Mr. Coorer: No, sir, not Canadian National Railways securities.

Mr. Picarp: That is what I had understood.

Mr. Murca: We went into this exhaustively last night. If we keep going
over and over it again, we will never get anywhere.

Mr. Rem: Are the western additions and betterments a lengthy program?

Mr. VaveHAN: I do not get that?

Mr. Rem: Are the additions to western regions a very lengthy program,
I see it amounts to $2,900,000.

Mr. VaveHAN: There is quite a substantial list of them. I do not know
whether you want to hear them or not.

Mr. Rem: Are there any in British Columbia?

Mr. VavcHAN: Yes, there will be some in British Columbia.

Mr. Rem: Do they include a new station for New Westminster?

Hon. Mr. CuEvrIER: Perhaps the 1946 budget will have that.

Mr. VaveHAN: Are you referring to the Great Northern railway station?

Mr. RED: Yes.

Mr. VaveaAN: That would not be in our budget.

Mr. NicHoLsoN: On page 3 there is an item for the payment in 1944 of
$25.000 for the Admiral Beatty hotel in Saint John; there does not appear to be

any corresponding budget in 1945. Could you give us some explanation about
that item?

Mr. VavegaaN: What item is that? .

Mr. NicHoLsoN: On page 3 the Admiral Beatty hotel in Saint John, New
Brunswick. :

Mr. VaveHAN: Yes.

Mr. NicuowsoN: There is an item of $25,000 for 1944.

Mr. VaveHAN: There is a reason for that. I think you better speak about
that, Mr. Cooper.

Mr. Cooper: During the year the securities of that company matured. There
are three issues; first mortgage, second mortgage and third mortgage bonds.
We owned one-third of the second mortgage bonds, the Canadian Pacific railway
owned a third and the United Hotels owned a third; the United Hotels would
not agree to the general scheme of refinancing, so the Canadian Pacific railway
and the Canadian National railway took up their one-third interest; that is to
say, we took up $25,000, and the C.P.R. took up the same amount. We con-
sidered that the re-financing arrangement was a good one, and actually in 1944
we received back on the principal of those bonds $15,500—we received a sub-
stantial benefit.

=, ll};Ir. Nicuorson: What arrangement have you for the management of this
ote
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Mr. VauveuAN: The Canadian Pacific railway and ourselves have repre-

- sentatives on the board of the hotel, and the management is appointed with their

approval.

The CHAmBMAN: Are there any questions on page 3? Then we come to
page 4:

Mr. Rem: Page 4, what is the item of 5} per cent Provimee of New
Brunswick debentures? I notice that in 1945 you are providing a payment of
$818,000 for these.

Mr. VavgaaN: That is one of the debenture payments coming due.

Mr. Remp: Why was there no payment on that last year?

Mr. VaveaaN: Mr. Cooper has that. He will give it to you.

Mr. Cooper: $818,000—those were debentures issued by the province of
New Brunswick to construet the St. John and Quebec railway. The Canadian
National Railway company purchased the railway in 1929, and the purchase
price was $6,000,000; as part of the purchase price we assumed the St. John
and Quebec debentures, some $2,700,000 of them; and the balance of the puchase
price was by the Canadian National agreeing to retire these New Brunswick
debentures as they fell due. In 1945, $818,000 of New Brunswick debentures
fell due for retirement on February 16th. The debentures carried an interest
rate of 5-5 per cent, so that it was really to our advantage to get rid of them.

Mr. Rem: Another question I would like to ask relates to the indebt-
edness to the State of Michigan re the widening of Woodward Avenue, Detroit;
do you pay any extra premium on account of exchange, and if so what extra
premium did you pay for the year? Did you pay it in United States funds?

Mr. Coorer: The story regarding that is a long one. A number of years
ago the State of Michigan wanted to build a highway which paralleled our
railway running out of Detroit in the direction of Pointiac. The proposed
highway ran right along side the Grand Trunk Western railway and it was
decided in orded to have more room, to move our line over and build the highway
on the railway right-of-way. An agreement was made that the State would
decided in order to have more room, to move our line over and build the highway
on it. The entire cost of that was assumed by the State of Michigan with the
understanding that we would repay the cost over a period of fifteen years.
This is 1/15 of the cost-of that expenditure.

Mzr. Rem: Did you get any credit for the abandoned right-of-way?

Mr. Cooper: I do not believe we did. On the other hand, we have not
paid any interest on this outstanding item. The whole thing was very involved.
It wrapped itself around the taxation of our railway in that territory. It also
Involved a threat by the state to expropriate the railway if the railway did not
reach a satisfactory agreement. The conditions of that agreement are in the
records of this committee. It was gone into very thoroughly at the time and
while we were forced into it, from the railway point of view, it was considered
to be a satisfactory agreement.

Mr. Rem: Were these payments made in United States funds, and if so,
why? s

Mr. VaugHAN: We collect enough funds in the United States from the
movement, of freight and passengers on our United States lines to pay for these
expenditures.

Mr. Rem: Taking all your commitments in the United States, are your
revenues over there sufficient to meet all the expenditures, or do you have to
meet payments in United States funds?

Mr. VaveuAN: We have a number of Canadian National securities, bonds
outstanding, which are three-way bonds; some payable in Canada, some payable
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in Great Britain and some payable in the United States, at the option of the
holder. We have to pay quite a substantial premium on these if the holders
elect to be paid in United States funds.

Mr. Rem: I wonder if it is possible for us to get an idea of the extra
money you pay out on account of the premium on exchange? I am not quite
clear on that.

~ Mr. VauvgaAaN: We may be able to give that to you.

Mr. Coorer: During 1944 the net cost of U.S. exchange for the Canadian
National Railways was $2,212,000.

Mr. ReEm: As one who has long been advocating removal of the 10 per
cent, I was rather interested in finding out what it costs you. I know that
it is costing the country a great deal of money.

Mr. Coorer: The reason, of course, in our case is that so many of our
securities are payable in United States funds. In the railway operations alone,
apart from the payment of interest, I do not think we have to pay any
substantial amount for United States exchange. We make a profit on sterling.

Mr. Vaucuan: These securities are coming due from time to time. Some
are callable; and as soon as the callable period arrives we take them up and get
rid of that liability. 2 ,

The CuHAIRMAN: Are there any other questions?

Mr. Jackmax: Are you still buying rolling stock from money supplied
by the government who are charging 3+5 per cent?

Mr. VaveuAN: I think the last equipment loan we arranged with the
government was 2-5 per cent; if I remember correctly, 2 5/8. Most of them were
at 3+5 per cent, but in the last equipment issue we represented to the govern-
ment that we thought the interest rate was too high as most of the lange railways
in the United States were getting money for equipment at 1-75 and 1-7/8, and
at that time they reduced our rate to 2 5/8 on that particular issue.

Mr. NicuorsoN: What is the lowest rate you pay?

Mr. VAucHAN: 23. ;

Mr. NicHoLsoN: I saw one item here of 2 per cent.

Hon. Mr. Cuevrier: On what page?

Mr. NicHOLsoN: On page 20. :

Mr. Cooprer: That has nothing to do with equipment, that was to take up
some securities.

Mr. Jackmax: If the money market were free and open could you get your
money more cheaply in the open market than you are now able to get it from the
government on these equipment items?

Mr. VavcHAN: On some of the items we might have done that. We are
making representations from time to time where we think the interest charge
ix;1 too high, and the finance department have been generous I think in adjusting
them.

Mr. Jackman: Have they reduced it to 2§ on the last equipment issue?

Mr. VaveaAN: We got 2§ on the basis of the representation we made to
them because that was about the average rate of borrowings and we felt that
they should not charge us more than that.

Mr. Jackman: Could you not get 2% if the market were open to you?

Mr. Vavenan: If we had gone into the open market we might have got
2% or better, depending on the term.

Mr. Jackman: Yes. What is the rate in the United States for similar
equipment used over there and which would be properly chargeable in U.S.

dollars against the equipment certificates? The rate is below 2§, is it not, on
high class equipment, certificates? :
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_Mr. Vavenan: We have some old equipment issues outstanding. The rate
of interest shown on them. The reason is that these equipment issues have
been handled with the government since the war started.

Mr. JackmaN: In the United States; oh, yes. You have a lot of rolling
stock in the United States?

Mr. VaugHAN: Yes.

li\?lr. JackMaN: And you can borrow from the American public on that rolling
stoe

Mr. VaucHAN: We might have done that, but after consultation with the
Department of Finance it was considered undesirable in view of their various
transactions in the States that we should get into competition with the Canadian
government in the borrowing of money.

Mr. JackMmAN: I am just trying to find out whether or not the government
is disadvantaging the railway by reason of its parental care and solicitude.
Surely the C.P.R. must be able to borrow on its American lines over there for
its equipment at lower than 2§.

Mr. VavcHAN: They were not apparently able to do very much about it
because their lines over there have been in receivership; however, since they
have come out of receivership the picture may be different.

Mr. JackMaN: I am talking about equipment, rolling stock. You will recall
that we raised this item last year and as a result of representations that were
made at that time, which were to the effect that the government should be able
to give you money for the purchase of equipment of rolling stock at less than
8.5 per cent, that that charge was too high, it was apparently brought down; it
seems to have had some effect. Our representation at that time was that they
were charging too much.

Hon. Mr. Cuevrier: Perhaps I should say that the Canadian National
Railways are continually making representations to the government in that
respect, and the government has already in refinancing, as Mr. Cooper set out
a moment ago, reduced the rate from 3% to 2§ per cent.

Mr. Jackman: That is on the new issue. You have got some old issues
which perhaps could be paid for and refinanced and you might strengthen the
hand of the railway.

Mr. VaucuaAN: We have a number of these matters under consideration now
with the Department of Finance, and I think we are going to be able to make
some progress with them.

Mr. Jackman: May I just ask in that connection on the open account
with the Dominion government on the liability side of the balance sheet,
$661,000,000, what is the situation with regard to the interest paid to the
government on that? It is the third item on the liability side of the balance
sheet. What is the situation in regard to interest on that? Is there any interest
paid to the government?

Mr. Coorer: We have paid interest right along.

Mr. Jackman: How much?

Mr. CoopERr: At the rates shown on page 20, and the total amount in 1944
was $19,933,000. Both the rates and the amount paid are shown in detail on
page 20.

The Cuamman: Is that satisfactory?

Mr. Jackman: That has reference to the $661,000,000 item, not to the long
term debt of $629,000,000 to the public?

Mr. Cooper: The $629,000,000 is the debt held by the public. The interest
on that is shown just above, also in detail.
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The CuamrMaN: Can we pass on to page 57 Are there any more questions
on page 4? e

Mr. Hazen: I was going to ask a question on page 3. It is a minor matter,
but the subsidiary companies’ budget is $281,097. I notice in the report you have
on page 21 investments in affiliated companies and on page 23 companies
comprising the Canadian National Railway system. What are subsidiary
companies. What do those words mean?

Mr. CooPEr: Subsidiary companies to us means companies which we control
by stock ownership.

Mr. Hazen: Those would be the companies shown on pages 22 and 23 of
the report?

Mr. Coorer: Yes.

Mr. Hazen: May I ask another question about this? I am puzzled about this
matter. On pages 22 and 23 of the report you show the names of the companies
and then you have “owned by company number”. Then you have the figure 1
under No. 3. I am looking at No. 3, Atlantic and St. Lawrence Railroad
Company. You have the figure “1”; 1 what?

Mr. Cooper: Just a little higher up you will find that Company No. 1 is the
Canadian National Railway Company, right at the top of the page. This means
that the stock of the Atlantic and St. Lawrence Railroad Company is owned by
the Canadian National Railway Company.

Mr. Hazex: What does 24 mean? Where do we find that?

Mr. Coorer: Twenty-four is shown to be the Canadian Northern Railway
Company so that the stock of the Bay of Quinte Railway is owned by the
Canadian Northern Railway and the stock of the Canadian Northern Railway
is owned by No. 1, the Canadian National Railway Company.

Mr. JackmaN: I think it should be referred to the C.C.F. as to interlocking
companies.

Mr. Picarp: I have an item I want to inquire about. How do you proceed
as to your purchases of rails, ties, and so on? Rails have been discussed and
also the price of steel last night or in the afternoon, but what about ties? Do you
ask for tenders or do you just buy them on the market?

Mr. VavegHAN: In normal times a price is usually set for each district which
we feel is a fair price. That is the price paid to all in the particular district.

Mr. Prcarp: How do you proceed with the distribution of that? Do they
tender?

Mr. VaucHAN: A man who wants a tie contract usually writes in and tells
our tie department he will have so many ties available and if we need the ties
we would take the ties at the price set in that particular locality.

Mr. Picarp: For instance, in one distriect would it be the superintendent of
the district or would it be the head purchasing office?

Mr. VavgHan: The price of ties and the purchase of ties are all arranged in
the office of our general tie and timber agent in Montreal.

Mr. Prcarp: And he would contact the local people or have them com-
municate with himself. Any one particular man in one district would not know
in advance how much you want.. You do not go on the market and say, “We
need so many ties”?

Mr. VaveaaN: No .

Mr. Prcarp: You just allow people to ask you if you need any and then
you distribute it according to the district?

Mr. VauveHAN: We know what ties we are going to need in each district
each year. Our general tie and timber agent in the fall of each year, beginning
about the end of August or early in September, begins to negotiate for these ties.
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Mr. Picarp: What I was trying to find out was do you advertise for them?

Mr. VavegHAN: No .

Mr. Prcarp: Do you go on the market?

Mr. VaugHAN: At one time we did advertise for ties but we got so many
replies and many of them were from people who had never been in the tie
business and would not know a tie when they saw it so we discontinued
advertising. We got tenders from bakers, bartenders, saloon keepers, and many
others so we said, “That is not good enough.”

Mr. Picarp: Do you buy from companies?

Mr. VaveHAN: We only buy from companies that are legitimately in that
particular business.

Mr. Prcarp: At the price fixed by you; you set the price?

Mr. VaueHAN: At the price fixed which is the same for all.

Mr. Picarp: But the decision rests with the main office in Montreal as to
which one you deal with as between one, two or ten people?

Mr. VaveaAN: That is correct.

Mr. Beavpoin: Besides that do they not have to go through the creosoting
process?

Mr. VaveHAN: Not all of them. A large proportion of our ties today are
being creosoted and they have to go to the treating plants.

Mr. BEaupoiN: So you purchase your ties in the neighborhood of the location
of that treating plant?

Mr. VaueHAN: If the ties have to go to a treating plant to be treated we
would naturally buy the ties from a point that would give us the least haul
to the treating plant. We buy them as economically as we can having regard
to all the factors that enter into the cost.

Mr. Picarp: I mean that the trade has to go after you. You do not ask
for tenders. You do not go on the market. They go after you and you decide
whether you will take this one or the other one?

Mr. VaveHAN: That is correct. The same people supply us usually with
ties from year to year. Occasionally there is a new man comes along, and if
he is legitimately in the tie business he would be given a contract but in years
gone by we have weeded out the poor contractors. Time and again we have
found that a man who would tender for 100,000 or 200,000 ties would not give
us any ties at all. »

Mr. BeavpoiN: Mr. Chairman, if the committee is through with page 4
I have a question on page 5. It is on a matter to be found at the bottom of
that page where it says “To be transferred to proposed 1946 program”. Then
the next item is the 1945 program proposed. Is there not a mistake there
about 1946? Should it not read “To be transferred to proposed 1945 program?”’
That is on page 5 at the bottom of the page.

Mr. Prcarp: Of the budget?

Mr. Beaupoin: Yes. I understand it is the budget we are discussing now.

Mr. VaveHAN: No, I think that is correct.

Hon. Mr. Cuevrier: That has to be paid for in 1946. Is that not it?

Mr. VavesaN: The equipment would not be delivered until 1946 and
would be paid for in 1946.
- Mr. Bravpoin: Unrder the next item, 1945 program proposed, you have
box cars, 1,500, and then you have box cars, 50-ton, 1,000 on order, 3,000.
What is the explanation of that? Is that a different type of box car?

Mr. VaveaanN: The only difference is in so far as carrying capacity is
concerned.
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Mr. Beavpoin: The 1,000 on order to which you refer there are of the
same type as the ones mentioned above?

Mr. Warton: The explanation of that 3,000 you are looking at is that
there is a contemplated order of 3,000 of which orders have actually been
placed for 1,000. The 3,000 just shows the complete order but only 1,000 of
the 3,000 have yet actually been placed.

The CuamMAN: Are there any more questions on page 5, gentlemen?

Mr. Jackman: I think we ought to go over these items, Mr. Chairman.
What do they all mean?

Mr. Beavpoin: Mr. Chairman, if we are through with our questions I
would move the adoption of the budget.

Mr. JackmaN: Let us have a look at this. What is the story on this
page, Mr. Vaughan? It has to do with new equipment under dominion govern-
ment hire purchase agreements. What does it all mean, Mr. Vaughan?

Mr. VavegHAN: To what are you referring, Mr. Jackman?

Mr. Jackmax: This is page 5. That is your rolling stock you want to
buy and for which you want to get your appropriation in the budget. You
want $24,000,000 altogether; is that correct?

Mr. VaueEAN: That is correct.

Mr. JackmAN: The first item here is $1,452,000. What dogs that item
represent?

Hon. Mr. Crevrier: That is for orders for equipment in 1943 which were
delivered and paid for in 1945.

Mr. JackMAN:* And 1944? :

Hon. Mr. Cuevrier: Is the same thing, and 1945 is the same thing. It is
the same way all the way down.

Mr. Vaveaan: We had certain budgets approved for specific quantities

of equipment but we were unable to place the equipment because there was no
space available for it in the car builders’ plants due to the fact they were
working on war materials so these equipment appropriations have been over-
lapping from year to year depending upon when we could get delivery of the
equipment.

Mr. JAckmaN: And the details are below; is that it?

Hon. Mr. Cuevrier: That is right.

Mr. JackmaN: And box cars are the main item?

Mr. VaueHAN: That is correct.

Mr. JackmaN: You have revised your passenger accommodation pro-
visions. First class coaches are down from 50 originally to 30. Why is that?

Mr. Vaveaan: We revised it downward because at that particular time
there was no possibility of getting the higher quantities but we were told
there might possibly be an opportunity of having some space allocated to the
plants for the smaller quantities. As it stands we have not been able to get

a?y space allocated as yet for any passenger equipment at the car building
plants.

Mr. Jackman: What is the relative cost between a box car and a first class
passenger car?

Mr. VauGHAN: A box car to-day would cost about $4,000, roughly speaking.
A new first class passenger car would cost to-day approximately $80,000 each
plus sales tax. That is a modern car.

Mr. JackMAN: Did you not have some reference in your printed remarks
as to the need for bringing up to first class condition your passenger accom-
modation? I thought I recalled something.
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Mr. VavguaAN: I think we referred to that under the item of deferred
maintenance. We mentioned there was considerable work to be done on our
passenger equipment which would be taken care of out of the amounts set
aside for that purpose. :

Mr. Jackmax: There is no doubt that many of the erack American lines
have equipment which I think it can be fairly said is a good deal more stream-
lined, and up-to-date and comfortable than anything we have on either of
the railroads in Canada. Do you expect we will have to go in for major
expenditures along that line very shortly, and is it desirable?

Mr. Vaveuan: This equipment which we propose to build will be first
class equipment in every respect. It will not be of the ultra-streamlined
character such as you will find on some of the railroads in the United States.
As a matter of fact, Canadian car builders at the present time are not equipped
to build cars of that type in their shops. Some of them are endeavouring
to make arrangements in that connection, but considerable capital expenditure
is required on their part before they could build cars of the ultra-stream-
lined type. But these cars we have in mind to buy are just as comfortable as
any cars that are built in the United States of the streamlined type.

Mr. NicaoLson: How do they compare with your present first-class cars?

Mr. VaveaAaN: You have seen our latest type of first-class car, I presume.
They would be somewhat of an improvement on that type of car.

Mr. Nicuorson: I think the C.P.R. have a little more modern, first-class
car than you have, have they not? :
Mr. VaveHAN: I do not think so. I do not agree with you.

Mr. NicaoLsoN: Between here and Montreal, on the main line, was what
I referred to.

Mr. MurcH: Where do they keep them?

Mr. VaveHAN: Generally speaking, we have just as ma.ny, and probably
more, well-equipped first-class cars, as they have.

Mr. MurcH: And you eccasionally clean them.
Mr. JackMAN: Sir Henry Thornton might have taken a different view.

Mr. Moore: How much of this equipment mentioned at the bottom of

p}?ge?5 is being made in Canadian National shops? Have you any idea of
that

Mr. Warton: Just refrigerator cars.

Mr. Vaveuan: The only new cars we manufacture in our own shops are
refrigerator cars. All the other equipment will be made in commercial shops.

Mr. Jackman: May I ask a question about those American cars which
are very different in design, with these bedroom affairs that they have and
all the rest of it. Is it just competition which is forcing the pace there or are
they more economical inasmuch as they accommodate more passengers with
comfort?

Mr. VaveHaN: A little of both, 1 think. -Fifst of all, there was the competi-
tion of buses on the highways with the railroads. Then one or two railroads
started building streamlined trains and the other railroads thought they had to

. follow suit. There have been a lot of statistics prepared which we have gone

over carefully, as to the cost of operating these trains. Most of the streamlined
trains show satisfactory results. But, on the other hand, we do not know the
business that these streamlined trains have taken away from their other trains.
We have given a lot of study to this matter and we are still studying it. We
have a committee studying the matter of diesel equipment versus steam equip-

~ment, and streamlined trains versus standard types of trains, and we have
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not yet concluded what is the right thing to do in the interest of all concerned.
We want to give the people in Canada the best possible service; and what they
want most, I presume, is a comfortable ride on a good modern train.

Mr. JackMAN: Yes, until they see there is something better.

Mr. VaucaaN: We realize we have to keep abreast of the times.

Mr. Jackman: We are slipping a bit at the moment, are we not, because of
war necessity, perhaps?

Mr. VaveHAN: I beg your pardon?

Mr. JackMAN: Are we not slipping a bit at the moment? For instance,
when you see the New York Central train come into the Union Station at
Toronto, it is a pretty smart thing in comparison with anything on either of
the Canadian lines.

Mr. VavegaAN: The New York Central has some very nice trains. But I
do not think you would find them more comfortable trains to travel in, than our
important trains.

Mr. Jackman: It has much nicer colours.

Mr. VaveHAN: It is decorated in probably a more extreme way than our
cars are. But, as I say, I think we will have something very nice for the
travelling public when we get this new equipment built.

Mr. MurcH: Are you considering expansion of the room cars; I mean in
the number of room cars? :

Mr. VaucHAN: Yes, we are.

The CralRMAN: Are there any other questions, gentlemen?

Mr. Hazex: What do you mean by hire-purchase agreements?

Hon. Mr. Cuevrier: They are conditional sales agreements; they are
the same as conditional sales agreements.

Mr. Jackman: It is the instalment principle.
Mr. Hazen: Between the government and the railway?
Hon. Mr. CHEVRIER: Yes.

Mr. Hazen: If it is a conditional sales agreement, where is the title?
Who are the parties to it? Who is the vendor and who is the purchaser?

Mr. Vaveuan: The ultimate purchaser is the Canadian National Rail-
ways.

Mr. Hazen: Are there two parties to the agreement?

Mr. VauvcHAN: Yes. We have properly executed agreements with the
government. There are usually serial payments which are paid off so much
each year to the government. It is a standard hire-purchase agreement very
similar to the standard equipment trusts which are in effect all over the North
American continent. The only difference is that our arrangement is in effect
with the government.

_ Mr. Hazen: In other words, the government buys the equipment and sells
it to you under an agreement of this kind?

Mr. VavcuAN: Exactly.

Mr. Picarp: In that program of replacements, following up Mr. Jackman’s
idea, did I understand you to say that you intend to bring in new types of trains
or do you intend to carry on with the old types? Is it just the new ones that
you ?are going to have built, new passenger cars or pullman cars or whatever
it 187

Mr. VaveHAN: The equipment in this budget here is of an improved type
on our present standard equipment. There is none of the ultra streamlined
equipment in here.
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Mr. Picarp: We were talking about comfort on the American lines. Is it
because of the undercarriage on the new cars on the American lines that they
run more smoothly?

Mr. VavegHAN: I do not think so. We have the most modern trucks on
our cars, and we believe our cars ride just as well as their cars do over there,
even their newest types of cars.

Mr. Picarp: How do you account for the fact that the New York-
Washington, for instance, would run much more smoothly than other trains?
Would that be on account of the road bed being of cement blocks, or what is
the reason for that?

Mr. VaveHAN: It depends upon what railroad you are referring to, and
what part of the railway you are travelling on. We think we have a road from
l\flIontreal to Chicago which is as good as that of any railroad on the continent,
almost.

Mr. Picarp: I do not object to Montreal-Chicago. I am referring to the
lines in Canada here, because the Montreal-Chicago line, after all, is one where
you have only from Toronto to Detroit in Canada. The balance is in the
United States, so there you have more competition, and your road bed is very
much better although the equipment is the same. That might confirm my idea

that maybe the road bed or the fact that they have some certain other features
accounts for it.

; I\;Ir_. VaueHAN: The road bed undoubtedly has much to do with the comfort
of a trip. :

Mr. Prcarp: That might account oftentimes for the smoother running of
some of the trains?

Mr. VavcHAN: Yes.

The CHAIRMAN: Are there any other questions, gentlemen?

Mr. Jackman: Mr. Vaughan, would you just say a word about labour
relations.—I know we touched on it very briefly here—And also on the rate
§tructure, in view of the rising costs which the railways have to meet, including
increased wage costs. What are your ideas on that now?

Mr. VaveHAN: The newspapers some time ago had quite a bit to say about
the railways having applied or were going to apply for an increase in freight
rates. The railways have not, up to the present time, applied for any increase
in freight rates, nor have they prepared a case as yet. We did not feel that it
was in the interest of the economy of the country to apply for an increase in
freight rates so long as we could pay our way. I cannot say what will happen
in the future. If the railways cannot pay their way, then there certainly should
be adjustment in the rates to enable them to pay their way.

Mr. JackMAN: You are all right for the time being?

Mr. VaucHAN: Yes.

Mr. Rem: I hope the rates are adjusted out in British Columbia, because
we are sure paying for it out there.

Mr. Jackman: Your labour relations afe satisfactory, you say. You have
a certain number of appeals?

Mr. VaveHAN: Our labour relations are satisfactory. In fact, we have the
best of labour relations with our men. Naturally, they are asking for increased
wages from time to time, and they are matters of negotiation.

Mr. Jackman: How is your office staff? Let us take those between $2,000,
roughly and $3,000 or $4,000, who have not received the cost-of-living bonus.
Have you had permission at all to give them any kind of increase during the
last four or five years?
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Mr. VavcHAN: I think we had permission from the Salary Control Board
to give our men receiving under $400 a month an increase?

Mr. Warron: Under $400.

Mr. VavcHAN: Yes, to our men under $400 a month, those who had not
received the cost-of-living bonus and other increases, we were authorized by
the Salary Control Board to give up to $40 per month increase.

Mr. Jackman: Up to $40?

Mr. VaucuAaN: Up to $40 per month increase.

Mr. JackMax: That would be, in percentage, about 10 per cent?
Mr. VaucHAN: Around there.

Mr. JackmaN: And that class of help is reasonably content then at the
present time?

Mr. VaveuAN: I think so.

Mr. Jackman: Does your system have regular pay increases according to
the number of years served as the Civil Service does, for instance, until they
get to a certain maximum?

Mr. VaueHAN: No, sir. We have no system under which our men are
increased annually a certain amount. We pay them what we think the position
they occupy is worth.

Mr. JackMAN: And every man is on his own feet, as it were?
Mr. VAUGHAN: Yes.

Mr. Jackman: I suppose that a good many of the men, particularly those
in the junior executive class on the road, must have been entitled, had there not
been any regulations to the contrary, to a good deal more than a 10 per cent
increase in the last four or five years?

Mr. VavcHAN: The rates of pay of our men were frozen, and we were unable
to do anything for them. But we did subsequently get this authority from the
Salary Control Board to give those who had not participated in the other
increases this $40 a month which I spoke about. As far as the men above
$400 a month are concerned, we have an application before the War Labour
Board now for an increase for them. They are the only ones who have not
participated in any inerease, except in the case of promotion.

Mr. Jackman: That is, the ones above $4,000?
Mr. VaveHAN: Above $400 a month.

Mr. Warton: You spoke about the War Labour Board, which was not quite
correct. :

Mr. VaveuAN: I said “War Labour Board”. I am wrong there. I should
have said “Salary Control”.

Mr. Jackman: Take the case of a clerk who was getting $2,000 a year five
years ago, a man of 25 or so, and who would normally expect, I presume, in an
organization where he is doing a good job, perhaps an exceptional job, that he
would after five years be getting $3,000 or $3,200 a year. He is not getting
that, and you find there is no dissatisfaction from that?

Mr. VaveHaN: No doubt some of our men, a number of our men, feel
they should get higher salaries than they are paid at the present time. The
depression, of course, set everybody back. There were very few promotions or
increases in salary during the depression period. Then, of course, when the war
came along, their salaries were frozen and we could not do anything for them
unless they had a change in position. Men who have had a change in position
have been paid the rate that went with that position.
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Mr. JackMAN: So some men really, on account of the depression and the
inability of the railway to treat them as generously as they might like to treat
them, have in effect been frozen for a good many years, apart from the vary
small 10 per cent increase, perhaps? :

Mr. VaueHAN: There are officers in our system occupying the same position
as they occupied many years ago, whom I am sorry to say we have been unable
to give any increase to. We could not afford it for a long time; and now, when
we can afford it, we are unable to do it.

Mr. JackMaN: Suppose a man does get into a $2,000 a year position with
the railway, or a $2,500 position, and stays in that position. Is it the practice
of the railway to occasionally give him a small advance in recognition of his
greater ability?

Mr. VaveHaN: We would do that if he was a particularly good man. But
the positions on our line are pretty well rated. We have a maximum fixed for a
certain position; and when a man gets up to that rate, he cannot expect very
much more for that particular position.
~ Mr. Jackman: There is no union among your white-collar workers?

Mr. VaveHAN: Some of our men are in what is known as the Canadian
Brotherhood of Railroad Employees. A number of our men are in that

- organization. Others are not in any organization.

Mr. Jackman: There is a union open to the men, no matter how high up
they climb on the executive ladder, is there?

Mr. VavecHAN: A union?
Mr. JAcKMAN: Yes.
Mr. VaveaAN: No, sir.

Mr. JackmaN: You said that there are some offices who do belong to this
brotherhood.

Mr. VaveHAN: Well, take for instance, our audit offices. Are they in the
brotherhood Mr. Cooper?

Mr. Coorer: Not the revenue officers. The revenue office is organized, but
it is represented by a group of the men themselves. But our Toronto Regional
Disbursements Office is organized under the C. B. of R. E., and the Moncton
office is also organized but the Winnipeg office is not.

Mr. JackmanN: Do you take any university men at all into your
organization? :

Mr. Vaveuan: We have some university men, and T think we should take
in more university men. It is difficult to do that unless we get them immediately
they leave college, because the question of seniority is involved. A great many
of our engineering officers, of course, are university men.

Mr. JackmAaN: But it has not been the practice of the railroads, either here
or in the United States, I suppose, in the years gone by, to do more than promote
the senior men coming up. from the ranks, which is perhaps a very good system.
But there are certain benefits which might flow from the introduction of a
certain number of university men into certain-fields of operation.

Mr. VaveuaN: I think the time is coming when we should take in some
young university men each year and move them around to different positions
and see if we can make executives out of them.

Mr. Jackman: It has not gone on extensively at all in past?

Mr. VauveuAn: No, sir. ; :

The CramrMaN: Well, gentlemen, is that all for the budget? I think the
motion is in order, and I believe Mr. Beaudoin has moved the adoption of the
budget. Will any one second that?
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Mr. Berzie: I will second that.
Motion agreed to.

Mr. BeavnoiN: What will be the next item that this committee will deal
with?

The CuamrMaN: (Canadian National (West Indies) Steamships, Limited
report. If we could take up this report I think that would be in order with
the approval of the committee. You have copies of that report with you, I
believe.

Mr. Rem: I have one or two questions I would like to ask Mr. Vaughan
and Mr. Cooper regarding the Canadian National (West Indies) Steamships,
Limited.

Mr. VaveHAN: Might I suggest first that I read this short report at the
beginning and then questions can be asked afterwards. I may say that our
report for 1944 was a short one. The boats were operating under the direction
of the navy, or shipping board, and it was considered undesirable at that time
to give details of their movements. I will read the report.

On behalf of the Board of Directors of Canadian National (West Indies)
Steamships, Limited, I beg to submit the Anunual Report of that Company for
the Calendar year 1944.

The Balance Sheet as at December 31st, 1944, and the Income Account
for the year 1944 are appended hereto.

Summarized, the operating results for the year as compared with the
results for the previous year were as follows:

1944 1943 Increase
Operating
Revenues $5,378,058.55 $4,492,188.94 $ 885,869.61 19.729%
Operating
Expenses 3,403,725.74 3,188,578.72 215,147.02 6.75%
Operating
Profit $1,974,332.81 $1,303,610.22 $ 670,722.59

From the operating profit for 1944 there has been paid $521,700 for bond
interest and exchange and $181,246.06 for interest on Government Notes and
Advances, leaving an income surplus for the year of $1,271,386.75, which has
been paid to the Government in reduction of interest arrears and capital
advances to the Company.

The Directors desire to pay sincere tribute to the loyalty and efficiency dis-
played by the officers and employees of the Company during another year of
wartime operation.

The CHAIRMAN: Are there any questions?

Mr. Rem: My first question deals with liabilities: “25 Year 5% Dominion
of Canada Gold Bonds due in 1955, $9,400,000”; and on the assets side, total
assets for the vessels, plant and equipment, office furniture and fixtures,
$5,615,097.78. My question is: I presume if you have liabilities of over
$9,000,000 that the money was spent more or less on vessels, plant and equip-
ment and furniture and so on, and I am asking why the assets, the real
physical working operation of the steamships only amount to a little over
$5,500,000 compared with a loan of $9,400,000?

Mr. VaveHAN: Some of the vessels have been lost. You notice certain
other items in the assets. I think Mr. Cooper can answer you better.

Mr. Rem: I realize that inventories of stores and supplies ete. bring the
figure up to $15,000,000, but I am speaking of those other items, vessels, plant
and equipment, office furniture and fixtures.

SR ks
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Mr. VaucHAN: You can see that we have an insurance and replacement
fund, $7,267,865.29.

Hon. Mr. Cuevrier: That really should be added to the $5,589,000; those
were vessels lost at sea. That would give you almost $13,000,000 for vessels.

Mr. Remm: Why was the depreciation less in 1944 than in 1943?

Mr. VaueaaN: That would be because there were fewer boats, I presume.

Mr. Cooper: Yes. ' \

Mr. Rem: Regarding subsidies, why do the subsidies change each year?
You received $177,200 and $137,772 in 1945. That is the subsidy given by
the government. Why was it less?

Mr. VaucHAN: The subsidies are not paid by the Canadian government;
the subsidies are paid by a number of islands in the West Indies. We have
been unable to perform some of the services for which those subsidies were paid.
We have been unable to have our vessels call at those islands at certain times
and, therefore, the full subsidy was not payable and it was adjusted.

Mr. Rem: How many vessels have you?

Mr. VaveuaN: In the Canadian National (West Indies) service there
are the Lady Nelson, Lady Rodney, Cathcart, Cavalier, Connector, Chomdey
and Colborne. The Lady Nelson is a hospital ship and the Lady Rodney is
a troop ship. In 1944 we were operating a number of Park Steamship Company
boats for the government. Altogether, we were operating about twenty-four
vessels in 1944.

Mr. Rem: I suppose the passenger revenues are only a small item?

Mr. VaveHAN: There was practically no passenger revenue at all in the
last few years.

Mr. NicaoLsoN: How soon do you expect to have the passenger service
resumed? ’

Mr. VaveuaN: Three of the Lady boats out of five were sunk by enemy
action; the other two were requisitioned by the government. One is a hospital
ship and the other one is a troop ship. We do not expect to get those boats

" back until, perhaps, next mid-summer—may be sooner than that—and it will

take three or four months approximately to put those boats in condition to
carry passengers.

Mr. Murca: Is the Lady Rodney still running troops?

Mr. VavueHAN: Yes.

Mr. Rem: There seems to be a wrong item in here, that item of over

$500,000. That seems to be a lot of money outstanding for those three items
when one considers the revenue from freight?

Mr. Coorer: It is a large item, but nevertheless there is nothing wrong
with it.

Mr. Rem: I am not saying there is. Is that from one year’s operation due
the company?

Mr. CoopEr: That is the amount outstanding at the end of the year.

Mr. VaveuaaN: There would be a considerable amount of that due from
the Canadian government for the rental of those two boats which they have
requisitioned. There is always a considerable amount outstanding. That would
be the principal amount outstanding.

Mr. NicHoLsoN: The Canadian government is sure pay, but somewhat
slow, I suppose.

Mr. VAaugHAN: Sometimes.

Mr. Jackman: You seem to carry about a 75 per cent increase in gross
and net profits. Are you likely to continue that very favourable trend?
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Mr. VavcHAN: No, sir, I do not think we will. We have certain agency
profits which may disappear. We have been operating boats for the ministry
of war transport and we have been operating a number of foreign boats—
Danish, Finnish and French—but most of them have been handed back to
those countries, and I do not think our position for next year—that is for
1946—will be as good as for 1945.

Mr. Jackman: Will any change in Empire tariffs have an effect on the
Canada-West Indies arrangement? ;

Mr. VaugHAN: It might.

Mr. Jackman: What are you expecting to happen generally in the Cana-
dian National (West Indies) Steamships, Limited?

Mr. VaveHAN: I would like to be able to tell you, Mr. Jackman, but
that is beyond me. I do not know.

Hon. Mr. Caevrier: Perhaps I should say something on that. I think
the whole future depends upon what will be done with the trade agreement
with the West Indies. The trade agreement existing at the moment will ter-
minate six months after hostilities cease. Whether the agreement will be
renewed or not, I do not know. If it is renewed, that brings up the question
of freight and passenger traffic on those lines; if it is not renewed I do not
know what will happen.

Mr. Hazex: When does it terminate, six months after the declaration by
the government?

Hon. Mr. Curvrier: 1 cannot answer that; I do not know what the
agreement says; but I do not think it is six months after the declaration. I
would think it is six months.

Mr. Hazex: After the termination?

Hon. Mr. CHEVRIER: Yes.

Mr. VaucaAN: The agreement itself, Mr. Minister, could be cancelled on
six months’ notice. It expired some time ago, but I think as you say it has
been carried on in the meantime. :

Hon. Mr. Cagvrier: Neither of the parties has given notice.

Mr. VaveaAN: No.

Mr. JackmaN: During the years this line has been running with a subsidy,
it received subsidies under the agreement. Is it still necessary for it to have a
government subsidy, or is the traffic now such that it can operate economically?

Mr. VavcHAN: We have not had any assistance from the government
for some time. We have had, as the statement shows, some profit the last
few years. In the early stages there were losses sustained. You may probably
recall that when the Canada-West Indies trade agreement was entered into,
Canada undertook to provide certain specific services; the number of boats
to be in these services, ports of call, frequencies of service, are all set out in
the agreement. At that time the Dominion of Canada advertised for tenders
for the operation of these services. I think they only got one reply which was
for the eastern service, and the company tendering wanted something like
$500,000 to $600,000 per annum subsidy to perform the service. They received
‘no tender for the western service because I presume the subsidy they would
‘have to ask for that service would be so large they would not be able to get
it. It is fair to say, though, that a subsidy of at least a million dollars a year
would have had to be paid for both services. The Dominion of Canada then
decided that the Canadian National-West Indies Steamships would under-
take this service, which we did, although we did not get the subsidy which
the commercial lines asked for, and had we been given such a subsidy there
never at any time would have been a deficit shown,
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Mr. JackMAN: Is the service worth continuing on an economic basis?

Mr. VaveHAN: I think it is, yes. The service is very valuable to Canada.
All the Caribean countries want this service continued.

Mr. Jackman: What about the co-operation of the various countries con-
cerned?

Mr. VaveHaN: The subsidies they give are of course a mere bagatelle. I
think there was a meeting of the Caribean boards of trade some time ago and
they petitioned the Canadian government for a renewal of the Canadian-West
Indies trade agreement, and for a continuance of these services. The people
down there are very well pleased with the services. I believe whether the
Canada-West Indies trade agreement is renewed or not that these services in
a limited way should continue, otherwise the export trade of Canada will suffer
very materially. Canada has been the main source of supply for the West
Indies all during the war, and these boats have performed that service.

Mr. JackMmAN: So the way things stand now the service has paid for itself
and in addition provides an outlet for Canadian products?

Mr. VaveuAN: In recent years.

Mr. Jackman: Would that apply just for the last year?

Mr. VaugaAN: No, I think for the last four or five.

Mr. Hazen: When did we commence to carry on the business of the Cana-
dian National (West Indies) Steamships?

Mr. VaugHAN: My recollection is, about 1929; is that right?

Mr. Cooprer: 1929, yes, sir.

The CuAalRMAN: Gentlemen, could we adopt: the balance sheet? Is that
asking too much?

Mr. Jackman: Well, Mr. Vaughan, we are not at all concerned about
letting the government clean up that $8,000,000 which has accumulated during
the years; that does not seem to worry anyone. It is not very happy in the
balance sheet.

Mr. Vaveuan: No, We are not happy having it in the balance sheet.
We did get an adjustment of the interest the government were charging us on
that, which up to a year ago was 5 per cent, but eventually they reduced it to
3:5 per cent. We feel that the operating deficits should not have been carried in
the balance sheet, that it should have been taken care of from year to year.

Mr. Hazen: You lost about $500,000 average since the company com-
menced to operate?

Mr. VaveHan: Hardly that much.

Mr. Hazen: Well, what is it then?

Hon. Mr. Curvrier: There has been a substantial profit since 1940. A
loss was shown prior to that.

Mr. VavgHAN: The debits are shown there from 1929 to 1934; amounting
to $5,039,000 for those years.

Mr. Hazen: The deficit is $8,070,000, is it not?

Mr. VaveHAN: Yes. -

Mr. Hazen: And if you divide that by 16, would you not get about
$500,000? :

Mr. VaveHaN: Yes, I presume it is about that.

Mr. Hazen: You have been losing on an average half a million dollars a
year on the operations?

Mr. Vaveuan: Even at that it is not costing half what the government
would have had to pay in subsidies to commercial lines based on the tenders
put in by them.
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Mr. Hazen: Subsidies for what?

Mr. VauveaAN: - For the operation of the service. Nobody would have under-
taken the service without a subsidy. As I say, the dominion government called
for tenders, and they only got one tender. That company asked for $500,000 for
the eastern service only, and they would not quote at all on the western service
which is Nassau, Jamaica and British Honduras. The government would have
had to pay a higher subsidy for the western service so it is fair to say, I believe,
that the subsidy asked by commercial services for the two would have been at
least $1,000,000. So taking into account these losses they are much less than
the government would have had to pay if commercial companies had been
operating the service. ;

Hon. Mr. Cuevrier: The government did pay subsidies to certain com-
panies before Canadian National Steamships took it over.

Mr. Hazen: What did they amount to?

Mr. VaveHAN: The government paid a subsidy for many years to the
old Royal Mail Steamship Company which operated four old boats which
had been written off their books. They paid a subsidy of between $300,000 and
$400,000 a year for the eastern service only.

Mr. Hazen: Do you think that a loss of half a million dollars a year is
justified for the results obtained?

Mr. VaucgHAN: Yes. :

Hon. Mr. Cugvrier: Your people in the maritimes are very strongly in
favor of that.

Mr. Hazex: I am asking Mr. Vaughan.

Hon. Mr. CueveiEr: I thought you would be interested in knowing that
several resolutions have come from boards of trade in the maritimes favoring
that. :

Mr. Hazex: I know that.

Mr. Vauerax: I'should like to point out that most of that loss is represented
by depreciation. What is the cash loss?

Mr. Coorer: About $250,000 a year. It averages that.

kl;l[r. Jackman: Have you got boats on order to replace the ones which were
sun

Mr. VaveHAN: We have no new vessels on order. I should qualify that.
There are three vessels being built which were started under the wartime ship-
building program. They are improved freighters with a small amount of
passenger accommodation. They will be turned over to us when they are com-
pleted for this service.

Mr. JackmaN: There is no definite policy in regard to the future of this
company at the present time.

Hon. Mr. CuevriEr: I do not think there can be until we decide whether
it will be advisable to renew the agreement.

Mr. JackmAN: May T ask another question? The United Fruit Company
brings up a lot of bananas from. Guatemala and Salvador to New York. Is
there any reason why we should not be able to get the transportation of those
fruits into Canada?

Mr. Vaveuan: If we had the vessels available I think perhaps we could
get some of that banana business. We did carry very large quantities of bananas
before the war in our boats.

Mr. JackmaN: From the West Indies?

Mr. VaverAN: Yes, we brought most of the bananas into Canada on our
boats before the war.




RAILWAYS AND SHIPPING 107

Mr. Hazex: Do the United Fruit boats come into Canadian ports?

‘Mr. VaveaAN: The United Fruit Company had one boat which came 1nto
St. John at infrequent intervals.

Mr. Hazen: Yes. I know when it came there.

Mr. VaueHAN: Yes. But we carried most of the bananas into Canada in
our vessels.

Mr. Hazen: What is to become of the Park boats? Are there any plans
about those? You are still operating them, are you?

Mr. VaveHAN: We are operating a number of Park boats, yes. We will
continue to use those boats as long as there is freight for them. They have been
assigned to us on the same basis as other vessels of the Park Steamship Company
have been assigned to various commercial shipping companies.

Mr. Picarp: I move the adoption of the report.

Mr. Beavpoin: I second the motion, Mr. Chairman.

Mr. CaamrMaN: Is that 0.K.?

Mr. JackmaN: It must be 6 o’clock.

Mr. Beaupoin: Are we adopting at'the same tlme page 6 of the budget?

The Cuamman: What about the budget?

Mr, Prcarp: That is included in the motion.

Mr. JackmaN: There are no capital items in that part of the budget at all.
.~ Mr. VaveHAN: No. No capital expenditures.

b Mr. Jackman: Just what increased operations show. There is nothlng to
ebate.

Motion agreed to.

£ .‘v;



CONSOLIDATED BALANCE SHEET
AS AT 31sr DECEMBER, 1944

801

ASSETS LIABILITIES
INVESTMENTS: CaprTaL STOCK:
GG O 7 Elaae 0ol S G R T $ 5,580,268 15 Authorized and issued 400 Shares of $100.00 each........... $ 40,000 00
Plant and Equipment.................... 8,273 78
Office Furniture and Fixtures............. 17,555 85 Funpep Dest:
_— § 5,615,097 78 25 Year 5% Dominion of Canada Guaranteed Gold Bonds
CuRRENT AsSETs: Ao SRR L hs, Yot hises wablh a s » dra g g ad 8 9,400,000 00
Cash in Banks............. $ 970,292 94 Dominion oF CANADA ACCOUNT:
Special Deposits........... 10,350 00 980, 642 94 Notes Payable Secured by Mortgages on
_ AT EREEN T N R D LT o e $ 583,071 83
Accounts Receivable..................... 597,430 54 Advances:
Freight, Passenger and Agency Balances.. 530,629 84 Working Capital....... $ 450,000 00
Inventories of Stores and Supplies........ 10,985 42 Deficits (1929-1934).... 5,059,960 94 5,509,960 94 - 6,003,032 77
Advances to Captains, Crews, etc........ 56,242 86 :
Other Current ASSetB..........coveurnen.. 25,105 67 2,201,037 27 n
—_— CURRENT LIABILITIES: E
INSURANCE AND REPLACEMENT FUND.......ovviriiiiininenes 7,267,865 29 Accounts Payable............coioiiinn, $ 1,064,427 88 e
Interest Matured Unpaid................. 10,350 00 é
DIBDOTNT, ON AR B0 - Ti0h s ), viie s viedeat s Ay 40,000 00 Unmatured Interest Accrued............. 156,666 67 nd
Passage Money paid in Advance.......... 10,087 48 1,241,532 03 =
UNADITBTRDE TIEBIIE /i 5 (% (s bahian ad £ vo e o s e e 3,902 18 - Q
UNADTONIRD (CRBIIDRLT? 54 4 54 4 ss 6 v a4 1's s o v s ol niatel doluinn 103,189 05 a
UNCOMPLETED VOYAGES—SUSPENSE.... .. ovuivnirrunoess 202,177 16 O
ACORUED DEPRBGERIIRN .| %0 5l o dorahiih o bsh .o 8% o .k sobiv biass dpse s 2,706,119 05 §
INSURANCE AND REPLACEMENT RESERVE..................... 3,411,913 97 ;
Prorir AND Loss: .|
Deficit at 1st January, 1044................ $ 9,841,448 26 &
Surplus for year 1044.. .. ...........c..... 1,271,386 75 8,070,061 51 =

$15,127,902 52 $15,127,902 52
e Nore:—A reserve has been provided for pension ————
contracts in force under the 1935 con-
tractual plan, but not for pensions condi-

tionally aceruing.
T. H. COOPER,
Comptroller.

CERTIFICATE OF AUDITORS

We have examined the books and records of the Canadian National (West Indies) Steamships, Limited and Subsidiary Companies
for the year ended 31st December, 1944, and we certify that, in our opinion, the above Consolidated Balance Sheet is properly drawn up
so as to exhibit a true and correet view of the affairs of the Steamships as at the 31st December, 1944, and that the relative Income
Account for the year ended the 31st December, 1944, is correctly stated.

GEORGE A. TOUCHE & CO.,
15th March, 1945 Chartered Accountants.
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CONSOLIDATED INCOME ACCOUNT

OPERATING REVENUE:

1944 1943
S S SR B MR e T TR e $4,125,593.02 $ 3,503,027.22
Passenger. ) 0 s A e e T e e 8,231.61 13,295.52
BT R ETTTT) v R SRl e SR i 0 262,880.93 112,282.25
SubRIdien - oN o N s s A 177,200.00 172,770.00
&0 a 73 e T TR e sk TS ML 804,152.99 690,813.95
Totad -+ i o ta v TR $5,378,058.55 §4,492,188.94
OPERATING EXPENSES:
Eigeed Nowanes.. i oli e v ks e $3,004,62820 §2,740,371.98
Depreciation on Vessels .......coioiiiiin.n. 243,158.05 239,362.63
Management -and Office Salaries............ 119,685.66 99,191.17
P O L ki s o R e Tt s e i e e o 3,338.00 . 81,470.68
Other: Expentenioioains st S inass O S oy 32,915.83 28,182.26
TR et ] R L R $3,403,725.74 $3,188,578.72
Operating Paeltt . loi 8 F AL i SR $1,974332.81 $1,303,610.22
Interest on Bonds held by Public.............. 470,000.00 470,000.00
Exchange oni D5 SFB0ls © o it o it 51,700.00 51,700.00
Interest on Government Notes and Advances. .. 181,246.06 343,072.94
BORPERIR £ i 2o o s e S s W g $1271386.75 $ 438,837.28

The CuamMaN: Very well, gentlemen. That is the West Indies report.
The next meeting, if it is agreeable to the committee, will be to-morrow morning
at 11 o’clock in room 497. There is some difficulty about rooms to-morrow.
Will 11 o’clock to-morrow be satisfactory to the .committee?

Some Hon. MEMBERS: Yes.

Mr. Hazen: What are you going to take up?

The CuairmaN: We have yet the securities trust report, the auditors’
report and the minister’s estimates.

Mr. JackmaN: And the Trans-Canada Air Lines.

Mr. Hazen: The minister’s what? ~

The CuamrMAN: The minister’s estimates. You have three.

Hon. Mr. Cuevrier: There are three estimates referred to the committee.

The CuamrMAN: I mentioned the Trans-Canada Air Lines the other day.
We have to give some notice to bring officials here from Winnipeg and so on.
I mentioned the other day if it is possible to conclude this part of the proceed-
ings this week, then we can go on with the Trans-Canada Air Lines next
week, if that is agreeable to the committee. We have not much left. We
should be able to get through that. That is not going too far, is it? We
should be able to get through Canadian National Securities Trust, the auditors’
report and the estimates.
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Hon. Mr. Cuevrier: I do not think we should go on with the Trans-
Canada Air Lines report until we finish this.

Mr. Jackman: No. That is all right. I wondered which we would take
up first, that or the matter which Mr. Howe has referred to in the House.

Hon. Mr. Curvrier: The point there was to see that the officers were avail-
able. Mr. Symington is in Montreal and while he may have been here this
week, I doubt whether the officers would have been.

Mr. JackmaN: When does Mr. Howe expect third reading on that matter?.

Hon. Mr. Curvrier: He has to get second reading first, which will be
to-morrow, I hope.

The CuHARMAN: There is just one more thing, gentlemen. I am new on
this committee, and I am not sure whether this reference from the House
should be taken up first or whether the Trans-Canada Air Lines report should be.

Mr. JackMmAN: The reference from the House on the T.C.A.

Hon. Mr. Cuevrier: No. I think we should complete this business first
and discuss the Trans-Canada Air Lines afterwards.

Mr. BeaupoiN: That is most logical. ]

Mr. JackMman: There is the suggestion as to whether we should take the
T.C.A. report, first or the reference on the T.C.A. from the House.

Hon. Mr. CHEvrIER: That is a matter that we can discuss next week, I
think.

The CuamrMAN: We can discuss that. We shall try to finish this to-morrow,
everything in connection with the railway; that is, the auditors’ report, secur-
ities trust report and the minister’s estimates.

Mr. Jackman: We will sit at 11 o’clock in the morning and in the
afternoon? ,

The CHAIRMAN: Say 4 in the afternoon, if that is agreeable to the commit-
tee. We will now adjourn.

The committee adjourned at 6.15 p.m. to meet again on Thursday, October
25, at 11 o’clock a.m.
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MINUTES OF PROCEEDINGS

Room 497
TaUrsDAY, October 25, 1945.

The Standing Committee on Railway and Shipping owned, operated and
controlled by the Government met this day at 11 o’clock a.m. Mr. Murray
Clark, Chairman, presided.

Members present: Messrs: Chevrier, Clark, Coyle, Beaudoin, Emmerson,
Gibson (Comozx-Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman,
Maybank, Nicholson, Reid.

In attendance: Mr. R. C. Vaughan, Chairman, and President; Mr. N. B.
Walton, C.B.E., Executive Vice-President; Mr. T. H. Cooper, Comptroller; of
Canadian National Railways. Mr. C. P. Edwards, O.B.E., Deputy Minister of
Transport. Mr. F. M. Maclennan, secretary, The Canadian National Railways
Securities Trust. Mr. O. A. Matthews and Mr. F. M. Stone of the firm of
George A. Touche & Co. Auditors.

Mr. R. C. Vaughan tabled certain returns requested by the Committee at
the preceding meeting. These returns appear as Appendices “A”, “B”, “C” and
“D” to the Minutes of Evidence of this day.

Certain questions were asked arising of the consideration of the Annual
Report of Canadian National (West Indies) Steamships, Limited, which were
answered by Mr. Vaughan and Mr. Cooper.

The Committee then proceeded with its consideration of the Canadian
National Railways Securities Trust for the Calendar year 1944. Mr. Cooper,
Comptroller, at the invitation of the members, gave the Committee an outline
of the purpose behind the setting up of the Securities Trust.

At the conclusion of the study of the Annual Report, presented by Mr.
Cooper, Mr. Beaudoin proposed its adoption and the question being put it
was carried unanimously.

The Committee then proceeded with the consideration of the Report of the
Auditors to Parliament as it relates to the Canadian National Railway System,
The Canadian National Railways Securities Trust and the Canadian National
(West Indies) Steamships, Limited. Mr. O. A. Matthews and Mr. F. M. Stone,
of the firm of George A. Touche & Co., Auditors, were called.

Mr. Matthews presented the Report and the discussion thereon, was
adjourned to the next meeting.

At 1.10 o’clock p.m. the Committee adjourned to meet again at 4 o’clock
p.m. the same day. :
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Room 497
TrurspAY, October 25, 1945.

The Committee met again this day at 4 o’clock p.m. Mr. Ralph Maybank,
Viee-Chairman, presided.

Members present: Messrs: Chevrier, Coyle, Beaudoin, Belzile, Bourget,
Emmerson, Harkness, Harris (Grey-Bruce), Hazen, Jackman, LaCroix,
Maybank, McCulloch (Pictow), Moore, Mutch, Nicholson, Reid.

In attendance: The Officers and officials mentioned as being present at the
morning sitting with, in addition, Mr. J. G. MacLachlan, Manager of the
Hudson Bay Railway.

The Committee resumed from the morning’s sitting the consideration of the
Auditors’ Report to Parliament.

Mr. O. A. Matthews was again heard. Other questions arising out of the
Report were answered by Messrs. Vaughan, Walton and Cooper.

On motion of Mr. Reid, the Report of the Auditors as it relates to The
Canadian National Railways System, The Canadian National Securities Trust
and The Canadian National (West Indies) Steamships, Limited, was adopted
unanimously.

The following items of the Estimates for the year ending 31st March 1946
were ‘considered, namely:

Vote No. 377, Maritime Freight Rates Act, Canadian National Railways;
On motion of Mr. McCulloch the said item was adopted unanimously.

Vote No. 378, Maritime Freight Rates Act, Railways other than Canadian
National Railways;

On motion of Mr. Reid, the said item was adopted unanimously.
Vote No. 421—Prince Edward Island Car Ferry and Terminal Deficit.
On motion of Mr. McCulloch, the said item was adopted unanimously.

The Committee agreed that Mr. Maybank, the Vicé-Chairma,n, would
present the necessary Report to the House recommending the adoption of the
above Items of the Estimates.

Mr. J. G. MacLachlan, Manager of the Hudson Bay Railway, was called.
He presented to the Committee a Finacial Report on the Operations of the said
Railway, which report appears as Appendix “D” to this day’s Minutes of
Evidence. Mr. MacLachlan was questioned thereon and he retired.

Mr. Maybank, Vice-Chairman, extended the thanks of the Committee to
Mr. Vaughan and the other Officers of Canadian National Railways for their
attendance to which Mr. Vaughan expressed the appreciation of the officers and
himself for the consideration accorded to them by the Committee.

On the motion of Mr. Mutch, the Committee adjourned to meet again at
11 o’clock a.m., Tuesday, October 30, 1945.

ANTOINE CHASSE,
Clerk of the Committee.
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REPORT TO THE HOUSE

SeEcOND REPORT

recommends their adoption, namely:—

Vote No. 377—Maritime Freight Rates Act, Canadian Na-
TIONE R AW RIS s ot & ST s s s e Al e 2 a0t o o

Vote No. 378 —Maritime Freight Rates Act, Railways other
than Canadian National Railways, ..................

Vote No. 421—Prince Edward Island Car Ferry and Term-
malsDelidite i ol R B e e e e e

All of which is respectfully submitted.

Fripay, October 26, 1945.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government begs leave to present the following at its

Your Committee has considered the following items of the Estimates for
the year ending 31st March, 1946, referred to it on October 17, 1945, and

$3,500,000.00 .
$ 900,000.00

$ 713,000.00

RALPH MAYBANK,
v Vice-Chairman.
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MINUTES OF EVIDENCE

House or Commons, October 25, 1945.

The Standing Committee on Railways and Shipping met this day at 11.00
o’clock a.m. The Chairman, Mr. 8. M. Clark, presided.

The CHamMan: There were some questions asked last night on which
some of the officials would like to file answers. If that is agreeable Mr. Vaughan
and Mr. Cooper will file answers to certain questions that were asked last night.

Mr. VaveHAN: We were asked for a breakdown of our earnings and
expenses by regions. I am filing that.

(Statement of Net Operating Revenue by Regions, 1944, appears as
Appendix “A”)

I think it was Mr. Hazen who asked for a statement of capital expenditures
for the year 1944 on the Prince Edward Island car ferry and terminals.

Mr. Hazen: While we are on that I understood you to say yesterday that
the cost for a truck was $6.

Hon. Mr. CuevriEr: I think I said that.

Mr. Hazen: I should like to have more information on that. Perhaps that
report shows it. My information is that if a man living on the island takes a
5-ton truck loaded with potatoes to the mainland, leaves those potatoes there,
loads up with coal and brings it back it costs him $60.65. My information is
that it 1s made up as follows, that he has to pay $10 when he brings the truck
on the ferry to put it on the car. It has to be put on a car and that costs $10
each way or $20. Then he has to pay 5 cents a pound, I think it is, for the stuff
he is hauling. If it is 5 tons that comes to $20, $10 each way. That makes $40.
Then the driver of the truck pays 65 cents. In addition to that I understand
there is a further charge. I have not got the memo on it here before me, but T
understand that it costs a man with a 5-ton truck $65 to take it loaded from the
island to the mainland and bring it back to the island loaded. The distance is
about nine miles.

Mr. Beavpoin: That is provided he comes back with a load.

Mr. Rem: He would have to get a good price for his potatoes to pay a
charge of that kind.

Mr. Hazex: That adds so much to the cost of production. That is what
they complain about.

Mr. VaveHAN: We have not got those trucking charges here. I think what
we had better do is to file a statement of the costs so that it will be on record in
your proceedings.

Mr. Hazex: The people on the island eomplain, and I think naturally, that
the rate is too high. It certainly works to their disadvantage. When they take
their potatoes over to the mainland to sell they have that big charge against
them as overhead, and when they bring back coal for their own use they have
got a big charge against that.

Mr. VaveaAN: Most of the potatoes are moved by railroad. I do not think
there are many potatoes moved by truck from the island to the mainland.

Mr. Emmerson: That would be a man who was peddling, would it not?
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Mr. VaveuaN: Yes. There is a third statement here in response to a
question asked by Mr. Hazen which gives our capital expenditures by provinces
on the Atlantic region.

(Statement appears as Appendix “B”)

The CuAlRMAN: I should like to ask one question for my own information
as I often buy potatoes from Prince Edward Island. If I understood you cor-
rectly you said that the charge was 5 cents a pound, Mr. Hazen. That would be
at the rate of $3.75 a bag.

Mr. Hazen: My information is only in the form of a rough note as I have
it here. I have not got the particulars. Five tons of potatoes cost $20. You can
work out from that what it costs a pound.

The CuamMmaN: That is a lot different. Five tons of potatoes would be
10,000 pounds. That is 2 cents a pound.

Mr. Hazen: It is 20 cents a hundred pounds, is it not?

Mr. Jackman: That is more reasonable.

The Cramman: That is why I asked the question. I could not imagine that
it was 5 cents a pound. These statements have been filed here for your
information.

Mr. VaucHAN: There is just one more statement. In order to amplify what
was sald last night regarding Canadian National West Indies steamships if
agreeable to you, Mr. Chairman, and the committee, I should like Mr. Cooper
to read a statement in that connection so that is may go on record or we can
file it and put it on record. It is a summary of the results achieved by Canadian
National West Indies Steamships from the period of their commencement up
to the end of 1944.

Mr. Coorer: For the sixteen years, 1929 to the end of 1944, the total oper-
ating revenue was $70,914,886.76. Operating expenses were $62,351,626.63 show-
ing an operating surplus for the sixteen years of $8,563,260.13. After meeting
interest on the bonds held by the public which. was $6,958,611.12, paying
exchange and taking care of the discount which was suffered at the time the
bonds were issued there was a surplus of $746,142.52. Then we have to take up
interest due the government and depreciation on the vessels. The interest
due to the government in this period amounted to $4,190,615.86 and the depre-
ciation charged was $4,625,588.17, so that the deficit of $8,070,061 which appears
on the balance sheet is entirely due to the charge for interest due the government
and to the setting up of depreciation. Then I should like to point out that if
this company were wound up today, that is, at the end of 1944, as against the
deficit of $8,070,061.51 which was referred to yesterday we have the insurance
and replacement reserve, $3,411,000. In the event of a winding up, that reserve
would be transferred to surplus account so that to the end of 1944 the overall
deficit of this company from the inception of its operations, including all
operating costs, bond interest, interest due the government and depreciation,
is $4,658,000. :

Mr. JackMaN: And your capital would be intact either by assets in the
form of ships or in your insurance reserve?

Mr. Cooper: To the extent we still have vessels in service, it would depend
on the realizable value of those vessels compared with the present book value,
the net book value after depreciation.

Mr. Rem: What induced the C.N.R. to go into the shipping business to
the West Indies in the first instance?

Mr. VaveHAN: That was because of the Canada West Indies agreement.
It was felt by the government after calling for tenders for the operation of this
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service that the Canadian National West Indies Steamships could operate a
better service with less cost to the Dominion of Canada and that has proved
to be the case.

The CuARMAN: Is that all on that item?

Mr. JackMaN: Have we got that picture clear, Mr. Cooper, on the summary
of the historical operation of the West Indies Steamship Company? I did not
follow it too closely, but as I understood it there was almost $9,000,000 in the
two items, interest due the government and depreciation, against which you
could offset a small operating profit over the period. Let us call it a net of
$8,000,000. Then you spoke of an insurance reserve of $4,000,000, was it?

Mr. Coorer: The balance sheet shows it as $3,411,000.

Mr. JAckMAN: So you arrive at a net figure of .

Mr. Coorer: $4,658,000.

Mr. JackmaN: What about the original capital that went into the situation?
That is not intact at all, is it?

. Mr. Coorer: Oh, yes, any vessels which have gone out of service have been
provided for in that figure. Then I mentioned in answer to your question that
there would have to be taken into consideration the realizable value of our
assets in comparison with their present net book value. I just wanted to remove
the impression which seemed to be left with the committee yesterday that this
company in its operations had lost money apart from interest and depreciation, .
and I am not questioning whether they are correct charges or not. Taking
into account this reserve which we have on the books the real book deficit
today is $4,658,000.

Mr. HazeN: As show,n in your statement it was $8,070,000, was it not?

Mr. Cooper: Yes.

Mr. Hazen: I took that amount, divided it by 16 and figured out you were
going behind on an average of half a million dollars a year.

Mr. Cooper: That is quite right, but nevertheless we should take into
consideration the fact that we have this reserve of $3,411,000 which in the
event of the winding up of the company would be apphcable to reduce the book
deficit of $8,070,000.

Mr. Jackmax: The capital stock is a very nominal item on the balance
sheet, $40,000?

Mr. Coorer: That is correct.

Mr. JackmMAN: What else is there against the assets besides that capital
stock? That is the only proprietorship item. What other money was put into
the company to acquire assets in the first place or as the company went on
during the years?

Mr. VaveHaN: There was the bond issue.

Mr. Jackmax: $9,400,000.

Mr. VavcHAN: Yes.

Mr. JackmAaN: The true picture is then that if you have a few ships sunk,
collect your insurance policies and apply the proceeds to wipe out your deficit
you have still got your capital liability on the proprietorship account and on
the borrowing account?

Mr. Vaveuan: Yes, but we have this reserve Mr. Cooper speaks about as
well as a number of vessels as assets,

Mr. Jackmax: He has used that once already, Mr. Vaughan. That is
what T am not quite clear about.
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Mr. Cooper: At the end of 1944 we have $15,000,000 of assets, and apart
from the item of $40,000 of discount they are all good assets, assuming that the
value of the vessels is all right. I will file with the reporter the statement I
have used showing the sixteen year income statement, if the committee wishes
it, which will show the earnings from freight, passenger, and subsidies, and all
operating costs, a complete breakdown of the deficit of $8,000,000 as shown in
the balance sheet.

(Statement appears as Appendix “C”.)

The CuamrMmaN: Is it agreeable to file that statement?

Some Hon. MEMBERS: Yes.

Mr. JackmAN: Mr. Hazen’s statement though is not only substantially but
absolutely correet that during the operating life of this company there has been
lost $8,000,000 which, as he pointed out, averages about $500,000 a year. Had it
not been for the five quite prosperous war years when your volume was up and
other conditions operated in your favour it would have been substantially more.
The war years are years which we cannot expect to have repeated with their
volume of business and other conditions. Is that true?

Mr. Cooper: There is no very good reason why the item of $3,411,000 shown
on the balance sheet as being in reserve should not be transferred to surplus
account in which event the over all deficit would be $4,658,000.

Mr. Jackman: That reserve on the liability side must be against some asset.
What asset is it against? It is not an asset; it is a liability.

Mr. Coorer: It is surplus. If you were arriving at the net surplus you
would take the gross assets and deduct liabilities. This is not a liability,
although it is on the liability side of the balance sheet.

Mr. Jackman: The balance sheet must balance and the $3,411,000 must be
found in some form or other in one of the accounts on the asset side. We can
give credit for $15,000,000 on the asset side but you cannot take credit for a
reserve on the liability side too, surely?

Mr. Cooper: As against an asset.

Mr. Jackman: If we give you credit for $15,000,000 of assets in this com-
pany those are all the assets you have? I

Mr. Cooper: Right.

Mr. Jackman: If you take your liabilities the $9,400,000 is a real liability;
the $6,000,000 is a real liability and your current liabilities are $1,200,000. They
are real. Your unadjusted credits are not important anyway but accrued depre-
ciation is certainly real.

Mr. Coorer: You must stop there when you are considering liabilities.

Mr. JackmaN: It is not a liability to the public. That is quite true, but in
order not to overstate your profits or to understate your losses you must set up
your depreciation. I presume you have maintained the original book value of
your assets and do not carry your ships at their depreciated value on the asset
side. You measure the depreciation on the liability side. We might just as
well transfer the $2,700,000 over to the asset side under vessels and take a net
figure of $5,500,000 less $2,700,000?

Mr. Coorer: Quite correct.

Mr. Jackman: That is a real liability inasmuch as it measures the deficiency
of an item on the asset side?

Mr. Cooper: Right, and if you do what you say you will arrive at a net
deficiency in assets as compared with liabilities of $4,658,000.

Mr. Jackman: I still do not see why it is not $8,000,000 as your balance
sheet states. The item of $3,411,000 is the one which we are discussing.
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Mr. Cooper: Which is a reserve and which can be transferred to surplus or
applied in reduction of the deficit account, whichever you wish.

Mr. Jackmax: Is that $3,411,000 not represented by some item on the asset
side? Does it not represent vessels in your $5,500,000 which have been sunk, or
something of that sort? Can you take the insurance and replacement reserve
as an asset or to extinguish a deficit and still maintain your capital assets? If I
give you credit for $15,000,000 for assets surely the $3,400,000 of insurance and
replacement reserve must be among those assets some place, is it not?

Mr. Harris (Grey-Bruce): Are the assets all actual physical assets or do
they include vessels sunk?

Mr. Coorer: The asset value shown in the accounts is the original cost of
the vessels still in our ownership.

Mr. Harris (Grey-Bruce): Not sunk?

Mr. Cooper: No, vessels which have been lost have been written out.

Mr. Harris (Grey-Bruce): Is that not part of your question?

Mr. Jackman: It is a part, yes, but how did the insurance and replacement
reserve arise?

Mr. Cooper: The insurance reserve arose out of the practice of charging
to operating expenses insurance premiums in excess of the loss experienced, and
the balance in the insurance reserve is nothing more or less than surplus on a
winding up of the company.

Mr. Gisson: You could dissipate that by losing a ship?

Mr. Coorer: I was speaking on the assumption we went out of business at
the end of 1944.

Mr. Gisson: So it is not really an actual asset?
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-7; Mr. Coorer: It was at December, 1944.
F,- Mr. Gisson: As of December, 1944, but to-morrow you might lose it. It
2 could be wiped out quite easily.

Vil
Y

, Mr. VaveHAN: A large part of that loss shown, of course, is represented
I by a charge of 5 per cent by the government on deficits that we think should
s never have been in there. We feel we should have been credited with the
subsidies which the government would have had to pay had outside companies
o been operating the service.
A Mr. Hazen: Might T ask Mr. Vaughan another question? Do all the Lady
boats sail from Halifax to the West Indies? g

Mr. VaveHAN: In normal times some of them came into Saint John and went
around to Halifax. They sailed eventually from Halifax.
~ Mr. Hazen: Were there complaints made by the board of trade or anybody
‘g lIn dSaint John that some of the boats should sail from Saint John to the West
8 ndies?
[ Mr. VaveHAN: I do not recall now. It is quite possible there were repre-

: sentations made, but I do not recollect them at the present time.
") Mr. Hazex: Was there any complaint that manufacturers and shippers
> from Saint John had to ship all their stuff by rail around to Halifax before they
could ship it?
Mr. Vaveuan: I think there was something of that kind.

i Mr. Hazen: On the Lady boats to the West Indies, and that added greatly
b to the expense.
St s ~Mr. Vauenan: That was thoroughly explained at the time, and T think
satisfactorily. Six years have elapsed now and I do not remember the recom-
mendations which were made at the time.

L
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Mr. Jackman: I think we are all right, Mr. Cooper, on it. I think I have
got it through my head now. Your $15,000,000 of assets are all real except
for the depreciation account of $2,700,000, and all liabilities above insurance
and replacement reserve are liabilities to the public or the government which
you owe to somebody?

Mr. CooPEr: Yes.

Mr. Jackman: If you realize on your assets less depreciation reserve and pay
off your liabilities you do not owe the insurance and replacement reserve to
anyone but yourself and whatever is left over belongs in liquidation to the
company, and whereas your books show a deficit of $8,000,000 that $3,411,000
is not owed to anybody but you see the deficit is reduced by that amount.

Mr. Cooper: You agree then that the deficit is really $4,658,000?

Mr. Jackman: I think that is the true book value.

Mr. Cooper: Thank you, sir.

Mr. Hazex: May I ask another question about the Lady boats? - Was it
not one of the complaints when the Lady boats came to Saint John and then went
around to Halifax that merchants or manufacturers who would have preferred
to ship from Saint John to save costs could not put their stuff on board the boats
when they arrived in Saint John because when the boats got to Halifax the cold
storage facilities were all turned off ? As they were perishable goods they could
not put them on in Saint John because the cold storage was turned off when they
got to Halifax and they would be destroyed. So they had to ship them around
by rail to Halifax.

Mr. VavcHAN: I do not remember that being given as a reason.

Mr. Rem: You have no vessels in British Columbia?

Mr. VavcuAN: We just have coasting vessels.

Mr. JACKMAN: Are you going to open up the service on the Pacific coast
again? ;

Mr. VauguAN: Pardon?

‘l\gr. JackmaN: Are you going to open up the service on the Pacific coast
again?

Mr. VaveaaN: We have always operated vessels from Vancouver to Prince
Rupert and Alaska and we will continue to operate them.

Mr. JackMAN: Are all these Prince ships gone now?

Mr. VaveHAN: No. The large Prince boats, as you know, were requisitioned
by the government and have been used as war vessels, the Prince Rupert, Prince
Henry and Prince David. They will not be back again. One of our vessels was
lost the other day but it will be replaced.

Mr. Jackman: Did you consider tendering on any of these corvettes or
other possible cargo ships that the war assets disposal corporation have?

Mr. VaveHaN: We have given some consideration to it but we came to the
conclusion that the boats would not be suitable for our service and could not be
economically operated by us.

Mr. HarrNess: You say that the Prince David, Prince Rupert and these
other ships will not be back. What is the reason for that? Did you not find it
profitable to operate them there?

Mr. VaueHAN: They have been made practically useless for passenger boats.
There was so much work done on them to convert them to vessels of war. It
would be too costly to reconvert them to passenger vessels.

Mr. GiBsox: Do you intend to replace the Prince George by building on the
Pacific coast?

Mr. VaueaAN: Yes, we do.

il -
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The CHARMAN: Is that all in connection with that? Can we go on to the
Canadian National Railways Securities Trust.

Mr. Hazex: Where is the financial statement about the boats on the Pacific
coast? That does not come in under this?

Mr. VaugHAN: No.

Mr. Hazex: Where is that shown?

Mr. Cooper: In the railway accounts.

The CHamrMaN: We will now take up the Canadian National Railways

. Securities Trust. The chairman is W. C. Clark, Deputy Minister of Finance.

I am going to ask Mr. Vaughan to read this.

Mr. VaucHAN: I think it would be better if you read it, Mr. Cooper.

Mr. JackmMAN: Mr. Chairman, may I ask first of all, not only for the sake
of the old members who need brushing up on it, but for the sake of the new
members on the committee, what is the purpose of this securities trust, how it
arose, and something of the history of it?

Mr. Coopgr: I think I can answer that, Mr. Jackman. I rather anticipated
someone would ask the question, “What is the securities trust?” I think it is
very helpful to an understanding of what the securities trust is if one has some
understanding of the reasons for its creation.

When the companies now comprising the Canadian National Railways
were under private ownership government cash assistance to them was in
the form of interest bearing loans. The government was not then the share-
holder and therefore required that its investment should have priority over
the share capital. There were certain contingent interest securities held by the
public which were entitled to interest only if earnings were available, and the
assessment of interest charges on the government loans had the effect of
deferring interest on such securities. The dominion loans and the interest
thereon were also factors to be given weight in assessing the value of the
Canadian Northern and Grand Trunk capital stocks the value of which was
8 matter for arbitration. Out of these conditions there grew up the practice
of treating the dominion’s investment as loan capital. The interest charge
generally was 6 per cent.

After the government acquired control of the Canadian Northern and
Grand.Trunk systems it had the responsibility for financing their capital and
Operating requirements. Sometimes the requirements were met by cash loans

ut otherwise were met by the issue of railway securities earrying the govern-

ent’s guarantee. In 1932 attention was called to this in the report of the
Royal Commission, which report, stated: “Since the debt of the system in the
ands of the public is now very large and more than the railway can carry
rom its earnings even under improved conditions, sums which are required to
meet deficits should be voted by parliament annually and not raised by the
ssue of railway securities as has been done in recent years”.

This recommendation of the Duff commission was accepted by the govern-
ment and the Minister of Finance in his budget speech March 21, 1933,
stated: “One of the recommendations of the .Royal Commission on Railways
and Transportation to which effect is being given in the legislation now before
Parliament is that sums which are required to meet deficits should be voted by
Parliament annually”. For the year 1932 and subsequently any deficit from

€ operation of the railway has been met by a vote of parliament.

It became obvious that if it were improper in 1932 and subsequently to
force the railway to borrow the money lost in operation then loans for that
Purpose in 1931 and prior also were improper and recognition of this view
brought, about the Capital Revision Act of 1937. One of the main purposes of
that Act was to bring about the removal from the railway balance sheet of
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all the outstanding loans for deficits and interest accruals. It was considered,
however, that the outright cancellation by the government of its claims against
the railway might have the effect of improving the position of certain un-
guaranteed securities and subsidiary company capital stocks held by the
public. To prevent this the Securities Trust was created. The government
transferred its claims to the Trust so that the railways remained obligated to
the Trust in the same way and to the same extent they previously had been
obligated to the government. The Securities Trust itself was declared to be
a corporation comprised in the National Railways, so that the claims referred
to took on the category of intersystem assets and liabilities and as such had

to be eliminated from the system consolidated balance sheet. In so far as this -

phase was concerned the creation of the Securities Trust was a means whereby
the debts were lifted from the railways collectively (as a system) but are
perpetuated as against the railways individually.

The Capital Revision Act also provided that government loans to the
railway for capital purposes and then outstanding should be treated as share
capital rather than interest bearing debt. The amount of such loans, some
$270 millions, thus became represented by shares capital stock of the Secu-
rities Trust. From such cut-off date government advances to the railway for
capital purposes and for debt redemption have all been treated as interest
bearing advances.

The Capital Revision Act further provided that the five million no par
value shares of the Securities Trust should be given an initial stated value
of $270 millions plus, and that such shares at such value together with the
capital stock of the Canadian National Railway Company and the capital
investment of the ecrown in the Canadian Government Railway should be
ineluded in the balance sheet of the National railway system under the heading
of “Proprietor’s Equity”, which is analogous to the shareholders equity
-account as usually carried in ordinary corporate balance sheet statements.
Provision was also made for adjustments to the initial value given to the
shares and under this provision the book value of the shares is to be reduced
by ecapital losses subsequent to the date the Act was made effective.

The trustees of the Securities Trust are: the Deputy Minister of Finance,
the Deputy Minister of Justice, the Deputy Minister of Transport, and two
of the executive officers of the railway. All the shares of the Trust are vested
in the Minister of Finance in behalf of the dominion. At December 31, 1944
the shares are shown to have a book value of $359 millions, or $89 millions
greater than when they were issued. The balance sheet of the Trust shows
how this increase has been brought about, viz: surplus earnings, capital gains
and eapital losses.

Mr. Jackman: When you speak of the value being greater by $89,000,000,
I would take it that that means a minus quantity or worthlessness of $89,000,-
000 greater; that is the net loss or net amount of money the government has
to pump into the C.N.R. since 1932.

Mr. Coorer: Not at all, Mr. Jackman.

Mr. JackmAN: Are any of these items in the Securities Trust of value to
the Securities Trust, or are these just a measure of the deficit for bookkeeping
purposes?

Mr. Cooper: The government is the shareholder of the Canadian National
Railways and its position as such is reflected in the Proprietor’s Equity account.
On the railway balance sheet it is shown to be $754,000,000. That is the book
equity of the government in the Canadian National Railway System. It is
divided into three sections: the value represented by the shares of the trust,
$359,000,000; the value of the capital stock of the Canadian National Railway
Company, $18,000,000; and the Crown’s investment in the Canadian Government
Railways, $377,000,000. The value of the shares of the Securities there,
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$359,000,000 is $89,000,000 greater than it was in 1937 when the shares were
first issued.

Mr. JackmAN: I realize that; but am I to understand what you say is that
this amount set up, $270,000,000, resulted from the debt structure of the railway
transferred to—

Mr. CoopER: —to share capital. It was taken out of the category of debt
and put on an equity basis.

Mr. Jackman: Is it fair to assume that after that time when it was set
up there was no real value behind it, and that is why you wanted relief?

Mr. Cooprer: I would not say that. The reason for the relief was the fixed
charges of the railway were out of all reason. As to what the value of the
Canadian National Railways is, of course, one could talk from now until dooms-
day.

Mr. Jackman: Well, while we are on this, the railway could not earn
enough money to service the interest requirements on the bonds which were
represented by these bonds; it was an intolerable load; is not that the story?

Mr. Cooper: That is so.

Mr. JackmAN: And, in order to give you any kind of a hope at all of getting
any decent statement $270,000,000 was changed from a debt to the government
to an investment by the government?

Mr. Coorer: Yes, that is perfectly correct, Mr. Jackman; except that I
wish to make it clear, there never was any thought that that adjustment was
a complete adjustment, it was only a partial adjustment.

Mr. Jackman: Well, I gather that it did not represent an accounting asset,
no matter how much physical assets it represented.- You then come to the present
situation where you increase the $270,000,000 of 1937 by $89,000,000; so this
becomes $359,000,000. You said that represented the surplus earnings and losses
and the capital additions, capital investments by the government since that time.

Mr. Coorer: Yes. When we come to the balance sheet of the trust, Mr.
Jackman, it is in the report of the Securities Trust which we are about to take
under consideration, you find—that on page 6, and on the asset side you find
that the surplus earnings amount to $87,745,000; capital gains amount to $19,-
105,000; capital losses have been $17,808,000; making a net gain of $89,043,000.
And if you look over on the other side you will see that while the original value
of these shares at the time they were issued was stated to be $270,000,000, by
reason of these transactions which I have just mentioned it has now become
$359,000,000.

Mr. Jackman: That is quite different. It arises from different reasons than
those from which the $270,000,000 arose, from much more worthy reasons, if
one may put it that way.

Mr. CooreEr: Yes. I do-not think there is any question that the book
value of the shares, or the book value of the government’s equity in the Canadian
National Railways since the issue of these shares in 1937 has increased by
$89,000,000. 5
, Mr. JackMAN: Yes. Did you turn over to the government last year.
@] $20,000,0007

Mr. Coorer: $23,000,000, yes.

|
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Mr. JackmaN: So you are really using all this $359,000,000, as proprietor-
ship indebtedness—if we may call it that—increasing it by the $23,000,000 last
vear?

Mr. Cooper: If you take the equity of the government as shown on the
bal-ance. sheet, it is $754,000,000—as against that investment we gave them a
return in 1944 of $23,000,000, and for 1945 we expect to give them a return
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of $25,000,000. That, of course, is in addition to paying the interest on all
the debt held by the government.

Mr. JackmaN: Yes.

The CuairmaN: Would it be all right if we started at the first of the
report, gentlemen, and had it read from the start? We are jumping around
here a little bit. Would it be helpful to have Mr. Cooper read Mr. Clark’s
report there to the commissioners, and then go on from there? Perhaps it
might help to clarify some items.

Some Hon. MEMBERS: Agreed.

Mr. Cooper: The report is dated the 17th of March 1945, and is addressed
to the then Minister of Transport.

THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST
Otrawa, 17th March, 1945

The Honourable J. E. Micuavp, K.C., 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
year 1944.

The book value of the capital stock of the Securities Trust has been
increased during the year by $22,400,052.60, as shown hereinunder:—

Surplus Earnings of the Canadian National

Railway System for the year 1944...... $23,026,924.35
Abandonment of dock facilities at Seattle, v
Washatigtonid. ol Sl T o A 626,871.75 "

O

Net Gain credited to Proprietor’s Equity. .. $22,400,052§U "
There were no transactions during the year affecting the collrateral" securities
held by the Securities Trust:

The trustees present herewith the balance sheet of the Securities Trust as
at 31st December, 1944.

For the Trustees,

W. C. CLARK,
Chairman.
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g BaraNce SHEET AT 31sT. DECEMBER, 1944.
1534
T y e ASSETS Liapiurmies
ok Claims for Principal of Loans— Capital Stock Owned by His Majesty—
Canadian Northern Railway................. $312,334,805.10 5,000,000 shares of no par value capital
Grand Trunk Railway.......... et A, 118,582, 182.33 stoek:—Initial stated value. .......... $270,037,437.88
Grand Trunk Pacific Railway................ 116, 006, 599. 08
Canadian National Railway Company........ 96,936,971.75 § 643,860, 558.26 Gain from transactions subsequent to
_ 1st. January, 1937—per contra......... 89,043,077.43 $§ 359,080,515.31
Claims for Interest on Loans— - : e B R A
Canadian Northern Railway................. $309,702,897.65
Grand - Trunk RailwWay ... .. i cstsansles cass 103, 250, 802.95
Grand Trunk Pacific Railway............... 107,326, 622.84 ¥
Canadian National Railway Company....... 54,501,313.57 574,781,637.01
2 _ =
Transactions bsequent to 1st. January, 8
1937, affecting the book value of the capital F
«  stock of the Securities Trust— 3
Canadian National Railway System: :
‘ Year 1944 Total to Date ;I:
Surplus Earnings....... $23,026,924.35 $ 87,745,931.64 >
Capital Game. L e SR 19,105, 651.38 . S
Capital Losses. . .... flide 626,871.76 17,808,505.59 89,043,077.43 o
4 % Amount by which the book value of claims E
Collateral Securities— and interest thereon — per contra— ~
0. T ST T W0 S RRE s e U St oo IR NP o 2 e g exceeded the initial stated value......................... 048, 604, 757.39 ".3
81,307, 685,272.70 $1,307,685,272.70 %
T. H. COOPER,
Comptroller,

CERTIFICATE OF AUDITORS
We have examined the books and rec_ords of The Canadian National Railways Securities Trust for the year ended the 31st. December, 1944.

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 propel:iy drawn up so as to exhibit a true and correct view of the accounts of the Trust
asat the 31st. December, 1944, in accordance with the provisions of The Canadian National Railways Capital Revision Act, 1937.

GEORGE A. TOUCHE & CO.,
Chartered Accountants.
15th March, 1945.
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THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST
SuMMARY OF INDEBTEDNESS TRANSFERRED FROM THE (GOVERNMENT TO THE SECURITIES TRUST

Loans Qutstanding
CANADIAN NORTHERN RAIlLWAY:

BIZ A VRG] e o o 6 L e o AT A S st S $

4%, Loan, Chapter 20, 1914
5% Loan, Chapter, 4, 1915..
6% Loan, Chapter 29, 1916
Temporary Loan, 1918. P R s i L LTS
16% Loan, Chapter 24, 1917
Y e T TR B AN L S S GRE NN, 1 )
Loan, Vote 108, 1919
BREORR VOt 127 10205 Vi ol Lol il
0 oan  Not8 126, MO2E . i oo i v i s
d0 A e AT Vot 88 (B28B 7w ) 4y I B U o s iy

6% Loan, War Measures Act, 1918...............coovvnvnies

16% Equipment Loan, Chapter 38, 1918.....................
Indebtedness refunded by Government under Chapter 24,

917 and ORapter LIS AR L S i, i b vt

tMortgage covering loans above..................c.coou.es .

Total Canadian INOFCHerN. . . . i. ..o i ve oo aadae b

GRrAND TRUNK RAILWAY:
6% Loan, Vote 478, 1920. ..
6% Loan, Vote 126, 1921. ..
6% Loan, Vote 137, 1922

4% Loan to G.T. Pacific Chapter 23, 1913, guaranteed by
Grand Trunk

Temporary Loans, repaid through subsequent issues of

guaranteed securities and loans, .............. ...t

Petab O I 0 0% i e L st o i SRR $

Granp TRUNK Pacrric RaiLway:

3% Bonds Chanber 24, 1918 0.5, o167 faifaie il o obs wiiy)s disinas 3

6% Loans Ghapterdl 1016 5 i . 5 2aliiie i o ihso S aesiens
608 Eobe, Sulbeady. da16, o 1 u Ty T e
07 Lobn, Vobet A8 TOLT L st B0 US| o e sl
A BV Orad 10 TOTR | el TE T h DR (aE, bt o St
Receiver's Adva.nces P.C. 635, March 26, 1919.. ... ......
Interest Guaranteed by (B AT LR R )
Interist Guaranteed by Provinces of Alberta and Saskat-

DROWRAILE A L e SRR T 2 Sk e e s

Agreement w1th Government under Chapter 71, 1903.........

TPotak Grand: Trnile Paeifia o a sl i R $

2,396,099. 68
5,294,000.02
10,000, 000.00
15,000, 000. 00

48 611, 1077.00
44,419,806.42
42,800.000.00

1,887,821.16
56,926, 000.82

312,334,805.10

25,000, 000.00
55,293,435.18
23,288,747.15

15,000, 000.00

-
<
32
—
>
oo
o
=

8,704, 662.65
2,808, 536.98

116,006, 599.08

*Notes and Collateral Held

None. Charge is on premises mortgaged October 4, 1911.
None.

None.

Mortgages dated June 23 and June 26. 1916. A
[T BTG Sl ol 7)1 ) L SRR S MRS s S RN S e $
5750 R) S Tn s N (718 R TG e s e iy SUASRAC SRR EI o gt TS
A Dletnand N OLeE I REE R wsrren s i e Ral S el b 8.6 o e 55Ty D 1o 8
64 Dot LN OB T E RN R b o) i vtratss g hh kg b e 4Le s 5o o folp & L5
6% Demand Notes
6% Demahd Notes

8% Demand N oTaRS B m e L L G S T s b e 570 Mtk
{6 A Darh and: N oteR e e 2 el e A b @
315% and 414% Debenture StocksS..........ooviiiriniiiaions

6% Demand Notes..... N i v Ml £d 2.4 v s L oh SR«

Miscellaneous Bonds and Debentures................coooeenn
Miscellaneous Bonds and Debentures................oooovun.

Mortgage dated November 16, 1917.......cc.o.oviiiiiiiinnainns

6% Demand Notes
69% Demand Notes.
6% Demand Note..

{4% Demand NI SE RN LI LT RR bl sty i ERniglent
4% G.T.P. Debentures....

{4% Debenture Stoek........o...o...
6% 2nd. Mortgage Equipment Bonds........................

3% 1st. Mortgage Boads.........c.c..covvnvn. G ;
4% Sterling Bonds..............

Mortgage, June 28, 1916
Mortgage; Qotobel T8 IOIT 50 5 os o5 e oo b aias vhi o 45

Mortgage, October 18, 1917 s

Receiver's Certificates. ca:.....o.oviviviuvaiiniat i,
Cremation Certificates, eoupons destroyed..................

Cremation Certificates, coupons destroyed ..................
Grand Trunk Pacific Development Company Ca;;}tal Staock
orwari

ScuepuLE A.1

497, 566.80
33,012,414.32
27,203,003.65
40,031,122.27
53,008,779.65
50,259,312.47
46,691, 634.60

5,700,000.00
7,139,399.00
56,858,496.44

14,744,817.25
20,721,191.12

25,479,226.97
56,646,816.12
23,288,747.15

15,000, 000.00
15,000, 000. 00

60,801, 700.00
1,693,113.33

53,339,162.74
,170.

2,925,723.88
2,999,000.00

HAAS

HALLIWNWOD ONIANVLS




ScuEpULE A.1—Concluded

-
-1
? . THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST
A SUMMARY OF INDEBTEDNESS TRANSFERRED FROM THE GOVERNMENT TO THE SECURITIES TRUST
(= o ?
‘Loans Outstanding *Notes and Collateral Held
CANADIAN NaTioNAL RAmnway CoMPANY: : . 6% Canadian Northern Demand Note....................... $ 12,655,019, 57
0% Boany - Viote 138 19235 Ll Badals 000 1 5L i imnds W L $ 24,550, 000.00 @B Recoiver’s CertifiemleB I [Ny vile vhicisnn o4 daism mes 4o 3,313,530 01
13 B RUEAtertst {Coupons, , /ot Ses il ihe 08wl 1l o e 1,530,831.96
! 5% Canadian Northern Demand Note....................... 1,318,315.86
5% Lioan, Vote 137,1924.........c....... YL AP 10, 000, 000.00 G.TP. Recoiver's Certificates) . 15y o b idiailie,s ) satn sais i 4,691,173.58
G TR Thterest COnponst . in, o I8l 68 b s s gk dian s 1,530,822.24
: 5% Canadian Northern Demand Note...................... 0,496,718.21
8% Lonn; Vote 377 10288 L v ol ot s g0 vy vuie iy v 4 10, 000, 000. 00 G.T.P. Receiver's Certificates—Cr......cvuobviievncioiin.se 1,422,425.17
h 3. D PrIntarast: (JOUDONS. 5% 4 eisls =) BN R0 &l aioin Yot 4o b 8081, 530, 02.
“ J 5%, Canadian Northern Demand Note....................... 9,062,624, 30
5% Loan, Vote 872, 1926... 0. .. .o covio ol CL AN S e 10, 000, 000. 00 G.T.P. Receiver’s Certificates—Cr........ccvuieuierieanainen 364,898.78
: ; PRI Tba Rt CouponB i, Jss el < 25 e SN b b oo s 1,530, 880. 56
5% Loan, Vote 386, 1929............. { R R e 2,932, 652.91 5% Canadian National Railway Company Demand Note.. .. 2,932, 652.91
5% and 5% Loans, Chapter 22, 1931..................... 29,910,400.85 5% and 514{9% Canadian National Railway Company Demand
¢ _ : i Vi NS R  02 PR = 1 2o e 29,910,400.85
5Y{% Loans, Chapter 6;71982. /s .3: sl viailunivn sa. b i 11,210,815.56  54% Canadian National Railway Company Demand Notes. 11,210, 815. 56
V 166,877.6376 shares of Capital Stock of Grand Trunk Western
’ 5 : SRR s 130 o 5 ol it s s, M AR Sty At L AR e ' A, 4 4,171,940.94
Temporary Tionn TURD TBRaTd, s e o SRR sy (U I U Rt e ‘

............................................... 1,666,847.57

Total Canadian National Railway Company......$ 96,936,971.75
TOtalEORNS, - ol o i = v TR C L e O $ 643,860, 558.26

5% 1st. and General Mortgage Temporary Gold Bonds of
; Central Vermont Railway, Inc............coiiiiiianeiny 8,609, 000.00

* The Notes and Other Evidences of Indebtedness and the Collateral Securities are all held for safckeeping in the vaults of the Department of Finance, Ottawa,
excepting Grand 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.
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Mr. Cooper (continues): We have gone over the balance sheet of the
Securities Trust. It indicates how the initial value given to the shares at the time
of their issuance has been increased by $89,000,000, and the details of that
are given on the opposite side. Then you have a list of the securities which are
held by the trustees under the terms of the trusteeship contained in the Capital
Revision Act.

Mr. Jackman: Just for clarification, the only changes which took place in
the proprietors account not reflected in the Securities Trust are operating profits
or losses of ‘the railway from year to year, and any advances by parliament of
monies for capital purposes, they are represented by the issue of indebtedness
certificates or bonds by the railway to the government; is that so?

. Mr. Coorer: Well, as to the second item to which you refer, that is govern-
ment advances for eapital purposes, they have no bearing on the Securities Trust.

Mr. JackMaN: None at all?

Mr. Cooper: They are directly from the gow ernment to the railway and are
dealt with in the regular accounts.

Mr. Jackman: And the government gets back from the railway a bond or
certificate of some sort covering the advances; in other words, with respect to

this Securities Trust the only changes from year to year as the result of operating

surpluses or losses of the railway?

Mr. Cooper: And in addition capital losses or capital gains; as for instance,
when we vested British securities we made a capital gain of some $19,000,000.
That was not taken up as an earning in our railway btatement it was treated
as a capital gain added to the book value of the shares of the trust.

Mr. Rem: Mr. Cooper, there are one or two questions I would like to ask.
May I speak and. put my questlon as a layman, because I may as well confess
that I am not at all expert in fiscal matters.

Mr. Cooper: Well, Mr. Reid, I am just a layman myself.

Mr. Rem: These figures are confusing to an ordinary layman and there is
, one thing I would like to get clear in my mind, that is ‘the total indebtedness
" from its inception to the present time of the Cauadlan National Railways and
also the extent to which, if any, that total indebtedness has been reduced—I
understand it has been reduced‘?

Mr. Cooper: Yes.

Mr. Rem: What I want to get clear is what is the amount of the out-
standing indebtedness of all kinds, what does the railway owe. If I were able
to get that in my mind I would probably have a more clear picture of the
-whole set up.

Mzr. Cooprer: The amount which the railway owed the government in 1944
is Cxhown in the balance sheet, the figure is $661,875,000.

Mr. Reip: That is the complete debt?

Mr. Coorer: Yes, sir.

Mr. Rem: Has it ever been reduced?

Mr. Coorer: It was reduced by the Capital Revision Act.

Mzr. REm: I meant all the debt to the government and the public; I want to
known the total debt, the total indebtedness of the railway.

Mr. Cooprer: If you are speaking of the long term debt apart from current
liabilities, the debt of the railway to the public is $629,453,000, and the debt of
the railway to the government is $661,875,000.

Mr. MayBank: That is after cutting off $270,000,000 which was taken
over by the trust?

i
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Mr. Coorer: Which was removed from debt account to equity account,
and which is still in our balance sheet. :

Mr. Harris (Grey-Bruce): It also eliminates these items on page 6, the
securities and the loans to constituent railways.

Mr. Coorer: Pardon me, sir; what was that?

Mr. Harris (Grey-Bruce): This item of $642,000,000—was that figure
included in the amount you gave to Mr. Reid in the answer you made?

Mr. Cooper: Mr. Reid asked as to the present debt position, but an amount
was absorbed as the result of the Capital Revision Act.

Mr. Harris (Grey-Bruce): I think he was trying to find out, from the very
beginning, the amount of money that was advanced for one cause or another
by the Dominion of Canada to these various constituent companies.

Mr. Coorer: That is quite an involved question. May I refer you to the
note which appears on the balance sheet which reads this way:—

Nore—The Proprietor’s Equity is included in the net debt of Canada
and . is disclosed in the historical record of Government assistance to
railways as shown in the Public Accounts of Canada in accordance with
The Canadian National Railways Capital Revision Act, 1937.

The Act required that there be attached as an appendix to public accounts
a complete record of all assistance granted by the dominion to the railways in
Canada—the Canadian National Railways, the Canadian Pacific Railway, and
any other railways that there are; and the complete picture insofar as the
Canadian-National is concerned, is to be found in that appendix.

Mr. Hazen: What appendix is that?

Mr. Coorer: In the appendix to the public accounts.

Mr. Hazex: In what year?

Mr. Coorer: Every year.

Mr. Jackman: Included as the net debt of the country or subtracted?

Mr. Cooper: I think it is all charged to net debt, but I had better not
speak about public accounts. My understanding is it has been charged off to
net debt.

Mr. JackmaN: The net debt of the country is so many billions—

~Mr. Cooper: I think the public accounts are quite clear as to the correct
Position.

Mr. Jackmax: What is the meaning of this?
~ Mr. Coorer: The meaning of this is, Mr. Jackman, that during the passage
of ‘the Capital Revision Act the suggestion was made that this write-down if it
were effected would result in a loss of the record of assistance by the government
to the railways, so to prevent that the Act provided that every year the public
accounts of Canada shall disclose the complete historical record of all the
assistance given by the government to the railways of Canada.
_Mr. Hazex: Might I ask a question? The capital stock of Canadian
National Steamships in the report is $40,000. And now, I turn to page 22 of
€ annual report of the Canadian National Railways and I see that under the
heading of companies comprising the Canadian National Railway System, there
IS one, number 16, Canadian National Steamship Company, Limited—capital
Issued $15,000; and then I look on down to number 47 and I see that one is
owned by The Grand Trunk Pacific Railway Company.
Mr. Coorer: You are speaking of two different things.

Mr. Hazen: That is what T wanted to get cleared up.
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Mr. Cooper: The capital stock of the Canadian National (West Indies)
Steamship Company, $40,000 is all owned by the Dominion of Canada, it is
not owned by the Canadian National Railway Company. The capital stock
of the Canadian National Steamships, which is eur Pacific coast steamship
service, is owned by the Grand Trunk Pacific Railway Company.

Mr. Hazen: That refers to specific lines?

Mr. Coorer: Yes, sir.

The Cuamman: Is that clear, gentlemen? I think the next item we have on
the agenda here is—

Mr. Maysank: I would move the adoption of the report; I figure you will
need that.

The CuamMaN: Yes. Does anyone care to second that motion?

Mr. Beavpoin: I will be pleased to second that motion.

Mr. VaveHAN: Mr. Jackman, we have that statement in depreciation that
you asked for; shall we just put it on the record now?

Mr. Jackman: I think so, it will be useful to the members of the com-
mittee.

Mr. VaveraNn: All right, we will do that.

(See Appendix D)

Mr. Jackman: I see, Mr. Chairman, some of the members are still dis-

cussing this statement about Securities Trust. It seems to be rather dense still.
I think we should at least feel that we know all about it. There is nothing wrong
with the statement made to-day, but it is chiefly due to the lack of background,
most of us have not had sufficient time to give to it. Is there anything else in
the way of explanation that you would like to make in regard to these items?
The officers of the company are all here now. Are there any items about which
you would like to raise questions; have there been any changes in interest rates;
has the Department of Finance given you any opportunity to refinance?
: Mr. Coorer: As far as the collateral securities are concerned there is no
interest accruing on them. They are merely held as collateral. The only trans-
actions affecting them are where we require their release to permit cancellation
of mortgages securing bonds which mature and are retired. We have to meet the
trustees and explain the reasons why in our opinion we think they should release
these securities, and they have the power under the Act to release them for good
caus‘e'.t' That is the only change which takes place in respect to the collateral
securities.

- Mr. Jackman: Well, T appreciate the reason for the write-down in 1937, it
is there for reference. What is the use of keeping these underlying securities
outstanding on the balance sheet of the railway?

Mr. Coorer: So long as there are railway securities outstanding, and, of
course, we have over $600,000,000 of them, cancellation of all these collateral
securities might have the result of improving the priority of some of the securities
held by the publie, so they are held really to preserve the position of the govern-
ment in that regard.

0 Jackman: All the old bonds of the railways which you took over are
still outstanding in the hands of the public do not bear the government guarantee
and the government wants to keep its prior position on certain of these issues?

Mr. Coorer: That is it. :

Mr. MAYBANK: If we were to burn all of these up to-morrow these other
bonds would undoubtedly immediately appreciate many points, those in the

hands of private holders, and there would be unearned increment by reason

of that position; is that right? Is that the thought at any rate?
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Mr. Coorer: Yes.

Mr. HarknEess: Are the bonds held by the public worth anything at the
present time?

Mr. VauveHAN: Definitely.

Mr. Coorer: Those bonds are not held by the publie, they are held by
the Minister of Finance as collateral, or by the tructees they are not in the
hands of the public at all.

Mr. JackmMaN: I mean the unguaranteed bonds.

Mr. Cooper: The unguaranteed bonds in the hands of the publie?
Definitely, many of them are very much in excess of par.

Mr. Jackman: Perhaps if you could tell us in a very general way, in
round figures, how this bonded debt and the securities held by the govern-
ment come to this $270,000,000—some of that will be guaranteed.

Mr. Coorer: Yes. From our statement on page 19 of the railway report
you will get a breakdown of that, Mr. Jackman. We list there all the funded
debt held by the public. The total is $629,000,000. Of that $576,000,000 is
guaranteed by the dominion. $2,700,000 is guaranteed by the provinces, and
S0 On.

Mr. Jackman: Where is the debt of the railway that is not guaranteed
by any government? 3

Mr. Cooper: It is on the next page, $33,279,000.

Mr. JackmAN: Once that has matured then you should be able to ask
the securities trust to cancel all these underlying bonds because all existing
bonds will be guaranteed by the government, will they not?

Mr. Cooper: Unfortunately you notice some of them are perpetual. There
are four issues there which are perpetual.

Mr. Jackman: That is a long time, is it not?

Mr. Remp:  What is the idea of that antiquated word “gold bond”?

Mr. Cooprer: It was at one time thought to have a value.

Mr. Jackman: These perpetual issues are not very large. $4,000,000 is
the largest one. Do you want to get them in? It is largely from the stand-
point of appearance. It does make the whole statement cumbersome. Are
you trying to buy them in at all?

Mr. Cooprer: No.

Mr. Jackman: What are these 4 per cent perpetual consolidated debenture
* stocks of the Canadian Northern, 1903 to 1912 issue, of which there are
$4,131,000 outstanding? Do you. know what rate they bear on the market?
.They are selling over par, 1 =uppose?

Mr. Coorer: I do not know the price but it would be at a premium, 1 am
sure.

Mr. Jackman: Can you not buy in a perpetual bond at a lesser cost to
the company than you ean borrow new money?

Mr. CooprEr: From time to time we seize any opportunity in that direction.
For instance, I might mention the third item from the bottom, indebtedness of
the 8.8, and C. Company, $155,865.25. They carry a 4 per cent interest rate.
Now, you did not notice perhaps that in the budget which you passed
yesterday we are asking authority under our 1945 budget to buy those bonds
in,

Mr. Mavsaxk: They are callable?
Mr. Coorer: We have the option to call them in.
Mr. MayBank: That is the meaning of the word “optional” here?
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Mr. Coorer: Yes, and we are going to call them in. We are going to call
in any bond which we can discharge if it is carrying a coupon rate in excess
of 3 per cent if we have the right to do so. In fact, some of the 3 per cent
coupon bonds have been called in. Wherever there is an advantage to the
railway by negotiation or any other way to get these interest charges of
ours down I think we can assure the committee that nobody is more alive
to that necessity than the railway officers are.

Mr. Jackman: Is it not a faet that a 4 per cent perpetual bond even of a
government or a railway will sell on a slightly higher basis yield than one
with a long maturity? People do long to have some certainty and a perpetual
bond, if I recall correctly, does yield a little bit more.

Mr. Coorer: I think that is proven by the government 3 per cent perpetuals.
I think they have a little higher yield than the bonds which have a maturity
date. ;

Mr. JackMAN: If it were known in the street that you were going to buy
them in of course they would go up to the same price as a long term govern-
ment bond or a long term C. N. R. guaranteed bond, but if you pick them
up gradually I suppose you might get rid of them at some saving to the
company? Four per cent is a high rate for a railway to pay at the present time.

Mr. Cooper: This is a personal opinion. The U.XK. government under war
measures issued a vesting order taking from all U.XK. residents any securities
which the government wished to possess. If Canada did the same thing of
course these securities could be vested.

Mr. Jackman: I am not suggesting that be done. I am just wondering if
you cannot buy them in at a lesser rate than money would cost you?

Mr. VavcHAN: We watch that very carefully and when the opportunity
presents itself we seize it if we can buy them in and be money ahead as against
issuing new securities.

Mr. Jackman: What T am asking is are you whittling away at it a little
bit each year? :

Mr. VavcaAN: Yes, we are. We are doing our very best to get our fixed
charges down in every possible way. ‘

Mr. Rem: I have two questions T should like to ask Mr. Cooper. On page
21 of the report I find that it is kind of intriguing to me. T notice investments
in affiliated companies. If you look at the first column the heading is “Total
Par Value Outstanding”. Then the next heading is “Par Value” and then “Book
Value”. My first question is whether the total par value is the amount of money
invested by the C. N. R. in the affiliated companies. My second question is
whether this is the par value and the book value of these investments now
because if it is some of them are very startling. I only see one of them where
the par value remains the same as the investment value. My last question is
do you receive any interest from these investments?.

Mr. Coorer: In the last few years where the book value, which is the
cost value to us, exceeded the par value we have written down our book value
so that it would not exceed the par value.

Mr. Rem: What does the first column mean, “Total Par Value Outstanding?”’
Take the first item.

Mr. Coorer: Taking the Belt Railway Company of Chicago they have
$3,120,000 of stock outstanding. Canadian National owns $240,000 out of the
total. We own 1/13th, as T remember it, in that joint facility.

~_Mr. Rem: That explains it. Do you get any interest from your investment
in these companies?

R O s TRl
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Mr. Cooper: On the Belt Railway Company of Chicago in 1944 we had a
dividend of 16.67 per cent.

Mr. JackmAaN: I wonder what Mr. Nicholson thinks of that.

The CuamrmaN: Can we take up the auditor’s report now?

Mr. Hazen: May I ask one more question? In reply to a question asked
by Mr. Reid you said that the total indebtedness of the railway to the govern-
ment was $661,875,000. In the statement "of the securities trust on the last
page the total loans, or summary of indebtedness, transferred from the govern-
ment to the securities trust was $643,000,000.

Mr. Harris (Grey-Bruce): That is shown at the top of page 6.

Mr. Hazex: Where is the difference? There is $18,000,000 difference. What
connection is there between those two amounts?

Mr. Cooprer: The $661,000,000 is what we owe today. The $643,000,000 is
the amount which was written down as a result of the Capital Revision Act.

Mr. MayBank: They are not related?

Mr. Coorer: They are not related at all.

The CuamrMAN: Perhaps we had better take up the auditor’s report now.
Mr. Matthews, as the representative of Touche & Company, would you read
your report? :

Mr. Marraews: Mr. Chairman, may I just mention to the members of the
committee that like the railway report this was written on the 15th of March,

1945, and its comments in respect of wartime conditions would have to be
considered in that light.

The Honourable the Minister of Transport,
Ottawa, Canada.

Sir,—Acting under authority of The Canadian National-Canadian Pacific
Act, 1936, and Chapter 8, 1944, “An Act 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, 1944, and we now submit,
through you, our report to parliament. ‘

Supplementing our audit certificate appended to the accounts published
by the railway, we comment on the consolidated income account, consolidated
?alllance sheet, general scope of audit and uniform accounting regulations as

ollows. :

What we are discussing here are certain sections of the Canadian National
Railway report which you have in vour hands.

Mr. Jackman: Do you want interruptions as we go along or at the end?

The CuArMAN: Perhaps we had better wait until afterwards and then go
back, start at the beginning and have questions on it.

Mr. MaTTHEWS:

: Consolidated Income Account -

The cash surplus of the National System amounting to some 23 million
dollars for the year 1944 is after making provision for the general expenses of
operation—including the retroactive wage rate increases, cost-of-living bonus
and higher unit prices of materials—together with:— '

(a) Interest on Funded Debt held by the Public;

(b) Premium on Funded Debt Retired;

(c) Interest on Loans from the Dominion Government;

(d) General Taxes; ;
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(e) Deferred Maintenance as a result of war-time conditions—in respect of
Fixed Properties and Equipment;

(f) Railway’s portion of Pension Payments to retired employees—under all
pension plans;

(g) Increase in Pension Contract Reserve—covering the railway’s portion
of the estimated capital amount of all pension contracts in force at the
year end under the 1935 plan;

(k) Increase in Pension Equalization Suspense—covering railway employees
in service at the year end beyond retirement age and entitled to pension
contracts under the 1935 plan;

(7) Increase in Reserve for Material and Supplies Inventories—arising out
of war-time conditions;

(j) Depreciation of Equipment—Canadian Lines—including special provi-
sion for abnormal war-time use;

(k) Depreciation of Equipmnet and Fixed Properties (excluding track
structure)—United States Lines;

(1) Fixed Property Retirements—Canadian Lines—excluding capital loss
from abandonments charged to Proprietor’s Equity.

(m) Fixed Property Retirements—United States Lines track structure;

(n) Amortization of certain defence projects considered as having mo
potential economic value in post-war operations, and
(o) Amortization of Discount on Funded Debt.

The total of provisions (a) to (0) made during the year exceeded 103 million
dollars of which some 364 millions have been credited directly to corporate
Reserves. Of this latter amount some 204 million dollars represent special war-
time provisions for deferred maintenance, material and supplies inventories,
depreciation of equipment in excess of normal rates in order to provide for extra
use and amortization of defence projects.

The term “cash surplus” used in the Consolidated Income Account represents
the “surplus earnings” as distinguished from the capital gains and capital losses
shown in the Dominion of Canada—Proprietor’s Equity Account. The surplus
funds made available during the year in an amount exceeding 28 million dollars
through the foregoing provisions (k) to (o), in lieu of their investment for the
specific purposes named, have been utilized mainly in reduction of the total cash
requirements for capltal additions and betterments, investments in affiliated
companies, sinking funds and serial debt payments, the balance being utilized
for working capital purposes.

In reﬂpoct of depreciable fixed propeltlcs—deﬁned in the 1943 Order of the
Interstate Commerce Commission as including buildings, stations, shops, bridges,
ete., but excluding track st-ructure——depreciation provision has been made during
the year for the United States Lines in accordance with the 1943 Order but not for
the Canadian Lines which continue on the retirement basis. Insofar as the
Canadian Lines are concerned, it would not appear practicable to institute any
similar depreciation plan, until after the termination of hostilities, because .of
the substantial expense involved in determining unit property costs prior to 1923
and the need for all of the technical personnel of the Railway in meeting the
transportation requirements arising out of the present national emergency. The
post-war adoption of depreciation accounting for major units of fixed properties
on the Canadian Lines is embodied in the recommendations made later in this
report, under the ecaption “Uniform Accounting Regulations.”

In the matter of current maintenance policy we have received certificates
from the responsible officers to the effect that, subject to the war-time conditions
which necessitated the provision for deferred maintenance, the fixed properties
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and equipment of the National system have been maintained in a proper state
of repair and in an efficient operating condition during the year. i

The cash surplus for the year shows a decrease of some 124 million dollars
in comparison with 1943. The major portion of this decrease is accounted for
by ‘the retroactive wage rate increases, additional cost-of-living bonus and higher
unit prices of materials, approximating 30 million dollars during 1944—Iless the
non-recurring “Revenue Appropriated for Pension Reserve” which in 1943
amounted to some 19 million dollars. The balance of the decrease it cash surplus
is attributable mainly to more maintenance work, larger provision covering
reserve for inventories and lower net profits from separately operated properties
as a whole—Iless special income credits and reduced costs of taxes, equipment
rentals and interest in 1944.

Looking forward to the post-war period, the impact of the accumulated war-
time increases in wage rates and material prices on the operating results from
prospective revenues at that time is a matter to which we commend the consid-
eration of parliament. We would also make mention of the disproportionate
amount of fixed c¢harges borne by the National system in comparison with other
major railways in North America.

Consolidated Balance Sheet

Investments in Fixed Properties and Equipment appearing in the books of
the constituent companies at the 15t January, 1923, were accepted by us. Against
the corporate property investments brought into the National system accounts
in 1923, there have been applied the reductions authorized by The Canadian
National Railways Capital Revision Act, 1937. Since the 1st January, 1923,
the net additions and betterments have been shown on the basis of cost. During
the year 1944 the net additions and betterments approximated 354 million dollars,
the major portion of which applied to the aequisition of rolling stock.

The several special funds of the National system including sinking funds,
deposits in lieu of mortgaged property sold, deferred maintenance fund, insurance
fund and pension contract fund, amounting in total to some 77 million dollars,
are composed of cash and investments in the securities of dominion, provincial
and municipal governments and in the securities of companies within the

. National system. The year-end value of the securities held in these special

funds in total exceeded the book figure.

The insurance fund increased approximately 4 million dollars during the
year with no major loss claims being reported outstanding at the date of the
balance sheet. This increase in the fund results mainly from the adjustment
of the book value of system securities sold during the year from par to cost,
the operating profits of the fund being transferred to the Railway’s Cash and
Income Accounts. ]

Investments in Affiliated Companies; as detailed in the relative schedule,
are-represented by the capital stocks, bonds and obligations for advances of
companies affiliated with but not forming a part of the National System. This
type of investment is made primarily to secure the benefits of traffic inter-
change and terminal facilities. The basis of the balance sheet figure is cost or,
in respect of certain United States securities, less than the special valuations
approved by the Interstate Commerce Commission. Apart from the Trans-
Canada Air Lines dealt with later in this report, the 1944 financial statements
1ssued by the companies representing the larger investments indicate:—

(a) That the affiliates have utilized the funds from the sale of their securities
up to the 31st December, 1944, for investment in fixed properties and
equipment ;

(b) That no operating losses of importance were sustained during the year
1944 excepting in the case of the Northern Alberta Railways Com-
pany, 50 per cent of which loss has been taken up as an income charge
by the National System, and



132 STANDING COMMITTEE

(¢) That no corporate deficits have been accumulated up to the 31st
December, 1944. This indicated position, however, should be considered
in conjunction with the restrictive accounting policies relating to
acerued depreciation of fixed properties.

During the year investments in affiliated companies increased in an amount
somewhat exceeding 13 million dollars, prineipally with respect to the purchase
of additional bonds of the Northern Alberta Railways Company in order to
finance 50 per cent of that company’s requirements for maturing Funded Debt
and Capital Additions and Betterments in 1944.

Other investments are comprised largely of securities of the dominion
government, valued at cost, and those of companies within the National System,
valued at par, in the total amount of some 1% million dollars, the balance being
represented by investments of a miscellaneous character.

Material and supplies are shown on the basis of ledger balances. Owing
to war-time demands upon the railway personnel the customary physical
inventory was not taken in 1944.

Other deferred assets are composed mainly of contracts receivable in
connection with the sale of land in Western Canada.

Other unadjusted debits consist of the unamortized cost of opening ballast
pits which is to be written off on the basis of yardage used; the estimated salvage
value of non-perishable material in ballast pits and other temporary tracks;
general suspense debits covering the contra accrual of operating revenues and
income, and other debit items that cannot be entirely disposed of until addltlona]
lnformatlon is received.

Long term debt does not include securities held in the Treasury of the
railway nor those held as collateral by The Canadian National Railways Securi-
ties Trust and the dominion government.

The combined capital debt to the public, special funds and the Dominion
of Canada was reduced by the net amount of approximately 7 million dollars
during the year. Broadly speaking, this met reduction results from the loan
repayments to the government of some 254 million dollars out of working capital
created by cash surpluses, plus serial debt payments approximating 82 million
dollars, less some 274 million dollars representing the balance of new capital
requirements for additions and betterments.

Accrued Depreciation—Canadian Lines—applies only to equipment and
dates from the 1st. January, 1940, retirement accounting continuing in effect
for fixed properties. In respect of equipment, it should be pointed out that
as no depreciation accruals were made prior to 1940, the present reserve would
be liable to serious impairment from abnormal losses which would have to be
accounted for if and when abnormal retirements were found necessary, because
of exhausted service life and obsolescence, under any major post-war program
for the modernization of the rolling stock of the National system similar in scope
to that presently contemplated by other large railways in North America. We
recommend to parliament that the railway be furnished with whatever authority
may be deemed necessary to establish a special depreciation reserve to provide,
at least in part, for this anticipated post-war situation. It should be made
clear, however, that the creation of such a reserve would be an accounting
provision only, involving in itself no cash outlay, because all expenditures
as and when proposed to be made by the Railway on the purchase of new Equip-
ment in the post-war period would form part of its capital budget subject to
the annual approval and vote of parliament at that time.

Accrued Depreciation—United States Lines—applies to equipment from a

date prior to the lst January, 1923, and to Fixed Properties (excluding track.

structure) mainly from the 1st' January, 1943.
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The corporate reserves for pension contracts, insurance, depreciation,
deferred maintenance, material and supplies inventories, and amortization of
certain defence projects aggregate some 160 million dollars, of which some 71%
million dollars are represented by specific funds. Furthermore, of the afore-
mentioned 160 million dollars some 66% million dollars represent the accumulated
total from 1941 of special war-time provisions for depreciation of equipment

. in excess of normal rates in order to provide for extra use, deferred maintenance,
material and supplies inventories and amortization of defence projects.

Other deferred liabilities are comprised principally of the outstanding capital
amounts of the workmen’s compensation awards by the provinces of Ontario
and Quebec, and the balance of the obligation to the State of Michigan in respect
of the wider Woodward Avenue extension in Detroit.

Other unadjusted credits are made up of the Canadian Lines’ estimated
proportion of prepaid revenues on freight in transit; generdl suspense credits
covering the contra acerual of operating expenses and income charges, and other
credit items that cannot be entirely disposed of until additional information
is received.

Dominion of Canada—Proprietor’s Equity—is set forth in the Balance
Sheet and the relative schedule in accordance with section 2 (f) of the Canadian
National Railways Capital Revision Act, 1937, which defines the composition
of the account, and section 12 of the Canadian National-Canadian Pacific
Act, 1936, which provides for the appropriation by Parliament for Income
Deficits in any year in which they occur. The Surplus Earnings of some 873
Million Dollars, as shown in the aforementioned schedule, are for the years
1941 to 1944 inclusive. The attention of Parliament is drawn to the faet that
the total book value shown for Proprietor’s Equity is subject to the factors
referred to in our comments on Investments in Fixed Properties and Equipment,
Accrued Depreciation and Pension Plans.

Major Contingent Liabilities are outlined in the relative schedule. (That
is at page 21). In respect of Pension Plans referred to therein, we would point
out that:—

(a) Un?er the 1935 Contractual Plan a reserve is set up against the esti-
mated capital value of contracts in force but not against pensions
conditionally accruing. The contributions. by employers presently
in service are invested through the separately administered Pension

W Trust Fund, the accounts of which are not included with those of the

A Railway.

(b) Under prior Non-Contractual Plans no reserve is set up against the
capital value of pensions now being paid or conditionally accruing.

The accounts of the National System are stated in Canadian currency con-
verted mainly at the par of exchange.

General Scope of Audit

The general scope of the test audit of the National System accounts for the
vear 1944 may be outlined briefly as follows:—

(a¢) Examination of major expenditure authorities which are based mainly
upon recorded Resolutions of the Directors. These expenditure author-
ities in turn are established principally by Corporate By-Laws, Orders-
in-Council and Acts of Parliament;

(b) Audit tests in the offices of Regions, Separately Operated Properties
and System Headquarters, covering a cross-section of the major
expenditures so authorized;
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(¢c) Examination into the adequacy of the internal audit control in general
as exercised 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 protection to the System in the control of Cash Receipts and
Expenditures, Securities Held, Material Stores, Accounts Receivable,
ete., and

(d) Audit and certification of the Consolidated Income Account and Con-
solidated Balance Sheet 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 covers the various Balance Sheet units in Canada, the United
States and Great Britain with Income Accounts originating in the Revenue
Offices, Regions, Separately Operated Properties ~and System Headquarters
applicable to some 90 companies comprising the National System as an operating
entity. i

Apart from those pertaining to the Canadian Government Merchant Marine
Limited and the Trans-Canada Air Lines, the holdings in the Capital Stocks of
the Affiliated Companies, as set out in the relative schedule, are insufficient to
give voting control and accordingly the Companies are not treated as units of
the National System nor are their accounts audited by us. In a few instances
their accounts are certified by Public Accountants but for the most part they
are audited, in due course, by joint committee composed of National System
accountants and representatives of outside interests.

Uniform Accounting Regulations

Having in mind the conflicting elements in the railway situation in Canada
and the widespread publicity given to the matter from time to time in the
decade preceding the present war, we are persuaded that the uniform present-
ation of the published accounts of the two major Canadian railways will be
of far-reaching importance in the post-war years to the Government and people
of Canada as the shareholders of the National System. Accordingly, we deal
briefly with the matter to which we have made reference for several years.

Viewed strictly from an operation standpoint, the published accounts of the
two railways have not been subject to proper comparison because of:—

(a) Difference in the accounting bases ‘as between Operating, Income,
Surplus and Reserve Accounts and as between the “Consolidated” and
“Parent Company”” presentation, and

(b) Disparity in traffic density over the peace-time years, due largely to
the difference in purposes of original construction and extension of a
considerable portion of the two properties.

We therefore recommend to Parliament the establishment, as early as practic-
able in the post-war period, of uniform accounting regulations for Canadian
railways under the statutory authority of the Dominion.

The recommendation is primarily that, after providing for any special re-
quirements inherent in the ancillary operations of Canadian railways, these
regulations governing the published accounts should follow the broad bases
- of the Interstate Commerce Commission classification for the United States
railways in respect of the accounting allocations to Total Operating Revenues,
Total Operating Expenses (suggested to include Depreciation of all Equipment
and the larger units only of Depreciable Fixed Properties), Net Income, Surplus
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and the General Balance Sheet Accounts including specific provisions covering
the utilization of Reserves. Whilst the adoption ot the broad bases of the
Interstate Commerce Commission classification is recommended because of
international operations, it is in regard to the voluminous details invoived in
some of the orders affecting the railways of the United States that we see the
desirability of the proposed Canadian regulations ditferent in policy by simpli-
fying the methods of accounting distribution at the source and by the avoidance
of a certain amount of clerical expense.

It is further recommended that the regulations require the published Income
Accounts to show the two principal traffic density factors of freight tonnage and
passenger volume per mile of road operated.

The main advantage arising from the adoption of the proposed regulations
would be the making available to the Government and people of Canada,
particularly during periods of public discussion, an improved yardstick with
which to measure the relative operating performances (apart from Fixed
Charges) of the two major railways, thus eliminating the misconceptions arising
through the endeavour to compare published results which have not been
computed on the same basis.

May I just make this comment to the members of the committee: on this
particular matter we would like to be clearly understood that we are not in any
way criticizing the accounting procedure of any other railway, but having regard
to the public discussions of this so-called railway problem back over many
vears, we feel and have felt for a good number of years that a uniform pre-
sentation of railway results would be in the interest of the people of Canada
whom we represent, namely through parliament.

CANADIAN NATIONAL RAILWAYS SECURITIES TRUST

Supplementing our audit certificate appended to the accounts published
by the Securities Trust, we eomment of the balance sheet as follows:—

The Canadian National Railways Securities Trust, under authority of
Section 22 of the Capital Revision Aect, 1937, has been treated as a constituent
unit of the National System. There is, however, a provision in Section 23 of
the Act requiring presentation to Parliament annually of a Trustees’ Report
and a separate Balance Sheet for the Securities Trust. It is further provided
that the Trustees’ Report iz to set forth the transactions of the Securities
Trust during each year, which comprise the net change in the book value of
its Capital Stock originating in the accounts of the Railway and, subject to the
approval of the Governor in Council, the release (if any) of Indebtedness or
Collateral Securities belonging to the Trust. -

I think if I may, just at this point, in view of the diseussion that has
already taken place in regard to the Securities Trust and the Capital Revision
Act of which this is a part, point out that there is one very important thing
which should be mentioned to the members of this committee; namely, the

asic reason for the capital revision and the consequent creation of the
‘Securities Trust. Fundamentally the purpose behind the Capital Revision Act
~had to do with the ecredit of this country. For some years prior to that
time there was a misconception which arose as to what Canada’s debt position
really was and it got to a serious point in New York and London I believe
at that time Canada’s net debt was in the neighbourhood of three billion
dollars and duplications had reached the proportion of 50 per cent of that
net debt. It had been considered that in view of the problem of the railways,
which was real enough in itself, there was little good common sense in per-
Petuating a condition which added to that problem. And I might say this,
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that at the time the bill was up for consideration and during the presentation
by the then Minister of Transport of the reasons behind the measure con-
templated, the matter of debt duplication was brought out; and at the same
‘ time during the passage of the bill though the Senate committee the matter
was again considered; and at that time the New York bankers for Canada
were up here to deal with a loan for the Dominion; the matter was discussed
with them and the minister of that time and the Bankers stated very definitely
that the potential interest rate on Canadian borrowings might very well be
affected by the debt duplication. I would just like to have that put on the
record for the information of the committee, because there might be a tendency
to look at this Securities Trust in some way as a devious means to complicate
the accounts of the National railway. There was no such intention on anybody’s
part, but. it was one of those necessary things to preserve the equity of the
dominion government in respect of these unguaranteed securities that were
outstanding at that time. Furthermore, I would just like to mention one
other thing, that it was made clear at that time that this capital revision
did not in any way affect the debt to the public, and it was clearly set out
by the minister in his statement to the Commons’ committee that even if the
bill were enacted the interest burden of the national railways would still
remain very much higher than that of other railways in Canada and in the
United States.

Mr. Hazen: Where do we find the statement which you just referred,
the one made by the then minister to the committee? Can you tell us Where
we can find that?

Mr. MarTHEWS: Yes. As a matter of fact, there was cons1de.rable interest
in the whole matter at the time, and I have here one of the copies of the
statement which the minister had prepared and submitted to the committee
giving the basic reasons for the bill and full details of the Act itself. Several
hundred copies of it were printed at that time.

Mr. Hazex: What is it entitled?

Mr. MartHEWS: It 1Q entitled, “Capital Revision Act 1937 —explanatlon
of the provisions of same.’

Hon. Mr. Cuaevrier: I will see that members of the committee are supplied
with copies of that.

The CaAmRMAN: And now, gentlemen, we will have to skip Trans-Canada
Air Lines until a later date.

Mr. Marraews: We cannot deal with that anyway because the accounts
have not been submitted to the committee as yet. What about Canadian
National (West Indies) Steamships Limited?

The CuamrMman: That is all right.

CanapiaN NatioNaL (WesT INDIES) STEAMSHIPS, LIMITED
. b

The accounts of the Canadian National (West Indies) Steamships, Limited
and subsidiary companies are not consolidated with those of the national
system, the 100% stock ownership of the parent steamship company being
vested in the Dominion government.

Supplementing our audit certificate appended to the accounts published
by the Steamships, we comment on the consolidated income account and consoli-
dated balance sheet as follows:—

Consolidated Income Account

The Surplus for the year 1944 amounting to some $1,271,000 is after making
provision for the general expenses of operation and:—

(a) Interest on Funded Debt held by the Public;
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(b) Interest on Loans from the Dominion Government;
(¢) Depreciation of Vessels;
(d) General taxes, and

(e) Pension Payments to the Canadian National Railway Company as
Pension Contract Underwriter.

The total of provisions (a) to (e) approximates $899,000.

The Surplus for the year shows an increase of some $832,000 as compared
with 1943. In the main, this increase in the Surplus arises from additional
Charter and Management Fees, improved ratio of direct Operating Costs to
Revenues and reductions in the charges for Pensions and Interest in 1944.

Consolidated Balance Sheet :

Investments in Vessels and other properties are carried on the basis of cost.
During the year these Investments were reduced by approximately $216,000 as
a result of Vessel losses covered by insurance.

Of the total Insurance and Replacement Fund, some $1,154,000 applies to
Insurance and $6,113,000 to Replacement. The Fund as a whole is composed
of cash, unsettled claims against Underwriters and investments in the securities
of Dominion, Provincial and Municipal Governments. The year-end market
value of the’ securities exceeded the book figure. The Insurance portion of the
Fund increased approximately $140,000 during the year with no major loss
claims payable being reported outstanding at the date of the Balance Sheet.
The Replacement portion of the Fund is maintained for the purpose of providing
either for vessel replacement or redemption of the outstanding Bonds at their
maturity.

Funded Debt remained unchanged in 1944.

The total Capital and Interest Indebtedness to the Dominion of Canada was
reduced by approximately $1,819,000 during the year as a result of the payments
to the Government out of the working capital created by Cash Surpluses.

Of the total Insurance and Replacement Reserve, some $1,154,000 applies
to Insurance and $2,257,000 to Replacement. For all practical purposes the
Replacement portion of the Reserve may be regarded as representing appro-
priations from Profit and Loss Account in respect of Capifal Gains and Oper-
ating Profits of the Replacement Fund.

With reference to the Contingent Liability for Pensions, we would point
out that a Reserve has been provided through the C.N.R. as Pension Contract
Underwriter against the estimated capital value of contracts in force under the
1935 Plan but not against pensions conditionally accruing. The contributions
by the Steamships employees presently in service are invested through the separ-
ately administered Pension Trust Fund under the same Plan.

The accounts of the Canadian National (West Indies) Steamships, Limited
are stated in Canadian currency converted mainly at the par of exchange.

We have received the customary certificates from the responsible officers
of the Steamships relating to current maintenance and physical retirements of
Capital Assets. .

In respect of the Steamships the test audit for the year 1944 was similar in
scope to that of the National System previously outlined in this report.

Yours faithfully,
GEORGE A. TOUCHE & CO.

Mr. Maysaxk: I would move the adoption of the report with the exception
of the T.C.A. part which has yet to be passed.

47950—3
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Mr. Hazex: You made a number of recommendations in this report, would
you mind pointing out where they may be found so we will have them before us?
How man of them are there?

Mr. NicuorsoN: There is the matter of the fixed charges, page 2.

Mr. Hazex: What is the first one?

Mr. MarraEWS: The first one has to do with depreciation on fixed properties.
That is on page 2. Then, in the last paragraph on that page under the heading,
Consolidated Income Account, we have called the attention of parliament to the
effect of wage rates, material prices and fixed charges.

Mr. Hazex: There is one on page 3, Accrued Depreciation? :

Mr. MarraeEws: That is right, that is on page 3, the third from the last
paragraph.

Mr. Hazex: That is the second one, isn’t it?

Mr. MarrHEWS: And the uniform aceounting regulations.

Mr. Hazex: There are three recommendations at the moment?

Mr. MATTHEWS: Yes.

Mr. Hazen: Have you a list of the vessels and their value making up that
total of $5,589,000? Could you give us the value of each vessel?

Mr. MarraEws: The railways could supply you with that, ye‘s. I haven’t
got it.
Mr. VaucHAN: That statement is as follows:—

CanapiaN NarioNan (West INDIES) STteaMsHIPS LIMITED
Cost of Vessels owned at December 31st, 1944:—

By - NAlSON v fon e S R e T e $1,685,730 12
Ty R A R B S I S C R R 1,784,672 30
LB = e ik 55 S s e Bts. Sl s SARA R 394,872 48
Cobelloras s e s i el e e R 435,770 36
Ry AN SR e S A T e 286,759 85
B4/ T L R e R U e e S O SR 500,739 02

CalboTHe: i R A N e bt o RS 500,724 02
: $5,589,268 15

Mr. Jackman: The department cash surplus, that is synonymous with net
profit, isn’t it? :

Mr. MaTTHEWS: Yes.

Mr. Jackmax: Why do you not put it that way then?

Mr. MarrHEWS: Because it goes back to the original government practice
in 1932, when the total deficit was divided as between such items as depreciation
and other non-cash items; then about 1935 or 1936 in order that the Canadian
National Railway results would be complete, so that there would be no division
between cash surplus and non-cash surplus, the account was put on the basie
assumption that if the railway had a deficit it would not make any difference
how the charges originated, whether they were depreciation or other bookkeeping
items, the proposed deficit would be voted by the government as such and the
monies used like in depreciaion in reduction of the requirements for capital
purposes. It was adopted about 8 or 10 years ago in order to eliminate any
question of what the complete income result was and the term “cash surplus” has
been carried forward simply arising out of that practice; that is why we make
mention of the matter in the report, because we know that in commercial
practice the term is not ordinarily used.
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Mr. Jackman: Then, referring to the consolidated income account, can
you tell me this; does the railway pay any income tax to the provincial govern-
ments?

Mr. MarrHEWs: The matter of income tax is one that has been determined
by the government. We would not have any comments. There are no Dominion
income taxes in Canada being paid by the Canadian National Railways.

Mr. Jackman: Even if they made money, would it be taxable by the
provinces; I mean, in the same way as other corporations have to pay income
taxes? .

Mr. MarraEws: I do not think we could enter into any discussion on
hypotheses like that.

Mr. JackmaN: Then, (g), the figures under the pension fund as a reserve;
do you consider the plan to be actuarially sound, and. similar to other commer-
cial practice in this country or the United States?

Mr. MarrHEWS: I do not think that you could compare it with the United
States, because they have an entirely different set up over there. But so far as
the capital value of the pension contracts issued are concerned, the capital value
is determined on what we consider to be a sound actuarial basis having regard to
the potential earning power of money, life expectancy, ete.; and the matter is

referred from time to time to the dominion department having some knowledge
of these matters..

Mr. JackmaN: There is no question about these contracts which are issued
aénfd{ 1;1 force, but in view of the accruing liabilities as employees retire—they are

Mr. MarTHEWS: Yes.

Mr. Mr. JackMAN: And there is a liability, although not an immediate one,
relative to these employees who will reach the retirement age of 65?
Mr. MarraEWS: Yes. '

: l}VIr? JackmaNn: Do you feel as an auditor you should draw special attention
o that ‘

Mr. MarraEws: We point that out to you. We can not do more than that.

Mr. JackmaN: I appreciate what you are saying, why you do point it out;
could we do anything about it in order to have a complete picture of the accounts?

Mr. MarraeEws: No. Quite frankly our feeling on the matter is that so
long as the parliament of Canada have knowledge of the fact; that with the
development of the pension plan of the Canadian National Railways, the way
that the 1935 contractual plan is gradually absorbing more pensioners each
Year—we would not ourselves sponsor at this time any recommendation for
the capitalization of a so-called pensions accruing. There are many reasons for
that. One of them is that they are entirely conditional. It would be very
dlﬁcult to form any actuarial opinion—in fact I do not see how any actuarial
basis could be attempted, because not only is the matter of life expectancy
Involved in pensions, but the matter of employment.

_ Mr. Jackman: Yes; but, Mr. Matthews, if you were taking over a company
With a lot of old employees and one of the conditions of the purchase of the
assets was that you maintain these people and continue the company’s practice
Of granting pensions at the age of 65 years, certainly you would have a very
great monetary liability there which would affect the position of the company.

Mr. Marraews: Mr. Jackman, you are saying that we recommend to
Parliament...; T am just saying that the Canadian National Railways having
regard to all the facts and for all practical purposes the Canadian National

ailways contractual pension plan over a period of years is going to be fairly
47950—33
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representative; and while it is quite true as we point out that accruing pensions
and these pensions being paid under non-contractual plans,—there is no capital
liability set up, that is perfectly true; but when one looks ahead a bit and
visualizes the pension situation ten years from now we feel that each year the
situation will come closer to righting itself. It would be a tremendous problem
to attempt any capitalization of accruing pensions, either under the 1935 plan,
or to attempt to capitalize other plans. It would be much easier to estimate
the capital value of pensions being already paid under the non-contractual
plans; but, with respect to the capitalization of pensions accruing, subject to
the conditions that are laid down in the pensions regulations, I see no means
by which you could arrive at an actuarial basis because employment is involved.

Mr. MayBaNk: Is it not a fact that the determination of the actuarial
soundness of any pension plan is a separate study of itself?

Mr. MartaEwS: Yes, and the actual value of the pension contract presently
outstanding is an actuarial study.

Mr. MayBaNK: And auditors are not actuaries?

Mr. MartaEws: No, auditors are not actuaries.

Mr. MayBaNk: No.

Mr. Martaews: But Mr. Jackman is raising a point that has to do with the
pensions that are aceruing out of the 1935 plan, and also pensions that are
presently being paid under the non-contractual plans, and what is the capital-
izable value of these things.

Mr. MAYBANK: Yes.

Mr. MartHEWS: My answer is that our view is that the Canadian National
Railways contractual plan if given time will meet all reasonable requirements.

Mr. Jackman: I would like to be assured of this; is the C.N.R. doing
as much in the way of setting up a fund for this contingent liability as are
comparable companies in the railway field in Canada or the United States? You
said it was difficult to make any exact comparison. But let me point this out,
that some of the companies, particularly the smaller ones, do not have pension
plans, if an employee gets old they take care of him, give him so much money,
whereas the large companies endeavour, particularly in good years when they
have sufficient surplus to enable them to do so, to set up a pension fund.

Mr. MarraeEws: That is right.

- Mr. Jackman: But there is that difference, some of them set up their
funds through insurance companies while others have pension funds of their
own, and I want to know whether this large company—this is one of the largest
in the country—is doing as much in the way of taking care of that liability
as other companies.

Mr. Marraews: I think the present position of the Canadian National
Railways pension reserve is far in excess of what the majority of large companies
either in Canada or the United States are doing. I should like to see the
balance sheets of many' large companies which have capitalized their pension
liabilities to any greater extent'than the Canadian National Railways.

Mr. Jackman: Of course, you have got two classifications. You have got
one classification which is actuarially sound and you have got the other classi-
fication which is not in the same category.

Mr. Marruews: That is quite true, but I still say from a comparative
industrial point of view I think the Canadian National Railways are on a very
sound basis,

Mr. JackmaN: What do the American railways do?

Mr. MartaEws: In the United States the situation is entirely different.
These things are operated under the auspices of the government.
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Mr. Jackman: If they adopted uniform accounting particularly following
the I1.C.C. classification would it make a difference with regard to this?

Mr. MarrHEws: The American railroads are not setting up capitalized
liabilities to compare with the Canadian National on these contracts.

Mr. MayBank: What about the C.P.R.?

Mr. Marraews: I think the C.P.R. have an entirely different set-up. We
are not really familiar enough with the C.P.R. They have their own pension
plan, but I would say that the liability set-up of the Canadian National Rail-
ways will compare very favorably with many large corporations of which I
have any knowledge.

The CramrMAN: Gentlemen, Mr. Maybank has moved the adoption of the
report.

Mr. Rem: I have got two questions I should like to ask.

Mr. MayBank: I have moved the adoption of the report in order that
questions might come in on the motion. That is all. I was not trying to hurry
it up.

Mr. JackmaN: I asked expressly whether you wished interruptions as we
went along or whether I should wait until afterwards.

The CuamrMAN: It iz one o’clock. I will tell you what we have left.
There are three estimates and this auditor’s report. You have further questions
to ask on it. I think there was some objection to meeting at 4 o’clock depend-
ing upon the T.C.A. bill being brought up in the House. Can we arrive at 4
time that would be suitable? (Discussion re adjournment).

Hon. Mr. Cuevrier: Why do we not do it this way: adjourn 4 o’clock
and see what happens in the House from 3 to 4? If there is a discussion perhaps
we can adjourn from 4 to 8. Is that agreeable?

(Carried)

The CuAmrMaN: There is one other matter, gentlemen. I must advise the
head of the T.C.A. when his officials are to come down here. With the approval
of the committee may I say Tuesday?

Mr. Harkness: I do not think you can because we do not know how long
this bill is going to take.

Hon. Mr. CHEVRIER: You can decide on that this afternoon.

The Committee adjourned at 1.10 p.m. to meet again under the arrange-

- ments as outlined above.

AFTERNOON SESSION

The committee resumed at 4.00 p.m. Mr. R. Maybank, Vice Chairman,
presided. ;

The Vice Caarman: Mr. Clark had to go away and as vice chairman I
have got to sit in his chair. Before adjournment we were taking up the auditor’s
report and had begun the questioning of Mr. Matthews on it. Shall we continue
from there? I think you were asking a question at that time, were you not,

r. Jackman?

Mr. Rem: Are we taking this page by page?

The Vice CuamMman: We have made no decision on that, Mr. Reid. I would
’gllinbthat probably it would be better to start at the front and go through to
he back.

Mr. Rem: If you do that it keeps the argument more in sequence.
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The Vice CHAIRMAN: Are there any questions or observations on this
report?

Mr. Jackman: What were we at, Mr. Matthews? Had we finished the last
question?

Mr. MarraEws: I believe we were talking about pensions.

Mr. Jackman: I think we finished that. On item (L), Fixed Property
Retirements, I suppose we did see how much that was in the annual report

although I cannot recall it to mind at the moment. About how much would that
be as compared with previous years?

Mr. MartaEws: That would be about $1,650,000, roughly.
Mr. JackMAN: Owing to the necessity of using all available equipment is
that sum very much less than in a normal pre-war year?

Mr. MarraEws: During wartime naturally retirements of property would
be on a lesser scale when the need is great.

Mr. Jackman: That is what I am suggesting.
Mr. MarTHEWS: Quite right.
Mr. Jackman: You retired $1,650,000 last year. What is it for a normal
pre-war year in the way of retirements?
~ Mr. Marraews: On all fixed properties?
Mr. Jackman: The $1,650,000 applied to all fixed property?
Mr. MarraEws: No. I might say, Mr. Jackman, that is Canadian lines
principally, because in the United States beginning with 1943, as we have

pointed out, depreciation accounting was put into effect for fixed properties

whereas on the Canadian lines they are still continuing to operate on the basis
of retirements.

Mr. Jackman: The question is that $1,650,000 was the amount of fixed
property retirements last year. How does that compare with a normal year?

Mr. Marraews: I will be subject to Mr. Walton’s opinion in the matter
but my own view would be looking back over the years that during wartime it
would naturally follow retirements would be less because of the fact you are
not retiring property; you are using property beyond the point you ordinarily
would use it. :

Mr. JackmaN: That is what I have been suggesting for the last two
minutes, but I want to know how much?

Mr. MartHEWS: How much what?

Mr. Jackman: What difference is there as compared with the $1,650,000?

Mr. MartHEWS: I suggest you might ask Mr. Walton that question.

Mr. Vauveaan: What was the question?

The Vice CuairMAN: Retirements in the years before the war as against
this last year on fixed property.

Mr. Cooper: I do not have the figure in front of me.

Mr. Jackman: I only want to know approximately.

Mr. Cooprer: Last year the amount of property replaced, was in the

neighborhood of $12,000,000, and I would imagine that was substantially in
line with normal retirements.

Mr. Jackman: What was the figure of $1,650,000 that Mr. Matthews gave
me for the last year?

Mr. MarraEws: This is the charge on the Canadian lines that is in lieu
of what would be charged if there was depreciation accounting. It is excluding
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track structure. That is entirely excluding track structure because you see
the retirement of fixed properties, even with the Interstate Commerce Commis-
sion, excludes track structure. There is no depreciation, and those undertakings
where track is relaid are handled directly through the primary operating
expense accounts. That, Mr. Jackman, would be something that would have to
be taken out of the individual primary accounts. What we are referring to here
in this figure I have given you is retirements apart from track structure.

Mr. Jackman: Item (L) in your definition section under Consolidated
Income Account is fixed property retirements. All I am asking is was the
amount last year in view of war conditions very much less, and how much less
than in a normal year?

Mr. Marraews: In 1943 my recollection is that the comparable figure
would not be very much different.

Mr. JackmaN: I presume these fixed property retirements are treated as an
operating charge last year?

Mr. Marraews: That is right.

Mr. JAcKMAN: One presumes they are less last year because you could not
replace them. You kept them going. How much was it last year? One figure
given to me is $1,650,000. What is the right figure, and how does the figure
compare with a normal pre-war year?

Mr. MartHEWS: I could not answer you that because I would have to go
back. A comparable figure could be secured for previous years if you want it.

Mr. JackMaN: It obviously must be less because you are building up a
special reserve of money that you cannot spend at the present time to take
care of it.

Mr. MarraEws: That has nothing to do with the reserve for depreciation.

Mr. Jackman: Deferred maintenance though; you have got two or three
reserves set up. : ’ 7

Mr. Marraews: Deferred maintenance, that is quite true. The deferred
maintenance account has to be taken into account in that respect, but I think
we have to start with the fact that the track structure portion of fixed properties
even in the United States are not subject to depreciation and they are not
considered as retirements in that sense. They are charged as repairs through
the primary accounts of maintenance of way and structure. It is a difference
in term. This has to do with buildings and so forth on the Canadian lines
principally.

Mr. Jackman: I only asked a simple question. I only want two figures
given to me, those of now and then.

Mr. MarraEwS: As I say if you want figures for previous years I have not
got them but I can get them for you. -

Mr. Rem: There is a difference between depreciable fixed properties and
the retirement basis comparing it with the United States Interstate Commerce

mmission way of doing business. Is that not more important than what you

have given the committee a moment ago because I notice that you recommend
for the consideration of the committee that until the war is over we should not
attempt to copy the order of the Interstate Commerce Commission in regard to
buildings, stations, shops, and bridges?

Mr. MarraEWS: Right.

Mr. Rem: At the present time on the Canadian side we have them designated
on the balance sheet on a retirement basis?

Mr. Marraews: That is right.
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Mr. Rem: Whereas in the United States they are different?

Mr. MarraEws: They have been on the depreciation basis since 1943.

Mr. Rem: What would be the real difference in the balance sheet if we
were on the same basis as the Interstate Commerce Commission?

Mr. MarTHEWS: You would be setting up an annual charge for depreciation
and a credit reserve for depreciation for fixed properties in Canada the same as
they are in the United States.

Mr. Jackman: If Mr. Reid will read the memorandum that Mr. Cooper
prepared he will see the difference in these two systems.

Mr. ReEm: Being a layman I want it in short terms, as few words as
possible. I can read it but I want it in terms that I, at least, can understand.

Mr. MartHEWS: Even there, as you will notice, track structure is not
included as part of depreciation. That is handled on a repair basis and not as
a depreciable item.

Mr. JackmaN: Perhaps Mr. Cooper could answer a question for me. Nothing
hangs on it very much. Fixed property retirements are charged to operations
during the year; is that right?

Mr. CoorEr: Yes.

Mr. Jackman: What I am asking is, was the amount charged to operations
on that account last year very much less than what it would be in a normal
year because of the exigencies of war?

Mr. CoopeEr: Somewhat less, Mr. Jackman, because under war conditions
any property which could be kept in service was kept in service.

Mr. Jackman: I understand the philosophy but what are the amounts?

Mr. Coorer: The only way of answering that would be to produce figures
for five or six years which we can do, and that will disclose readily the amount
set aside in 1944 as compared with the preceding five or six years, but generally
under war conditions there has not been the same retirement of property
which there would be if labour and material had been available for replacement
purposes. As to the amount, we cannot give you the figure off hand but we
could have a statement made very quickly. We can give it to the reporter
and have it put in the record.

Mr. Jackman: If I did not have the utmost confidence in the management I
might think that it might be you only wrote off $5,000,000 charged to operations
last year whereas ordinarily you have perhaps $25,000,000. I do not suspect.
I just want to know. ‘That is all.

Mr. Coorer: It is unfortunate in a way that the statement which was
handed in about depreciation was not read because one paragraph says this:—

Attention is directed to the provision made in the accounts since 1940,
in amount of $34,000,000, for maintenance of fixed property and equip-
ment which has had to be deferred due to the difficulties in obtaining
labour and material. This sum includes provision for the loss chargeable
to operating expense for fixed property the normal retirement of which
may have been deferred under war conditions.

Mr. JackmaN: In other words, you have stated the accounts as conservatively
as you can. You have stated your cash surplus as conservatively as you can.

Mr. Coorer: Yes.
Mr. Jackman: I think that is a very good paragraph.
Mr. Vaveuan: We will file that statement for you, Mr. Jackman.
Mr. Jackman: All right, Mr. Vaughan.
- Mr. HarkNEss: What does this last item mean, amortization of discount?
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Mr. MarraEWS: That is where issues have been made by the railway where
the proceeds have been less than par and the amount of the discount is spread
over the lifetime of the security and each year that amount is taken up in the
income account so that on the maturity of the bond the discount is wiped out.

The Vice CHAIRMAN: Are there any further questions on that?

Mr. Jackman: Reading that further where you talk about depreciation of
fixed property and subsequently make a recommendation about the I.C.C.
what would you recommend in regard to the depreciation on hotels which I
understand do not come into the American railroad system?

Mr. MarTHEWSs: As far as we are concerned we favor at this stage the
adoption of depreciation for large units of fixed properties which would include
hotels.

Mr. JackmAaN: You believe in a unit depreciation policy?

Mr. MarraEWS: Yes, and particularly if the experience of the United
States lines is satisfactory. Of course, we have to remember that it only
started with them in 1943. We have reason to believe that income tax factors
may have influenced their thinking, because I well remember back in 1928 when
the original order number 15,100 was passed the railways of the United States
took strong exception to the adoption of depreciation for fixed properties.
But as of the first of January 1943, the inter-state commerce commission
instituted depreciation accounts for fixed properties excluding track structure.
As far as the Canadian National in Canada is concerned we think that the
inter-state commerce commission has gone to some extreme in carrying out

“the provisions of depreciation on fixed properties, carrying it down to units

that are relatively small; and therefore, that is for the Canadian National,
we would prefer to see that limited to large structures such as terminals,
hotels and very large bridges, and that kind of thing. That would not require
too much clerical expense. There is a point to which if this is carried it over-
balances the good. After all, the principal purpose in depreciation at any time .
is to avoid unusually heavy charges to any one year’s operations; and, if on
a system the size of the National railways the depreciation on fixed
property is limited to large structures we feel that that broad purpose could
be achieved. However, there is some difference of opinion, as always, in these
matters. That is our opinion.

Mr. Jackman: You believe it should be depreciated on large structures
only?

Mr. MarraeEws: Well, Mr. Jackman, we say in view of the faet that
depreciation accounting has finally been adopted by the Unites States lines
that we think that consideration should be given to it for the Canadian
National Railways.

Mr. JackMaN: Turning now to.that paragraph on page 2 which you read,
which says:

Looking forward to the post-war period, the impact of the accumu-
lated war-time increases in wage rates and material prices on the operating
results from prospective revenues at that time is a matter to which we
commend the consideration of Parliament.

You also make mention of this question about fixed charges borne by
the national system in comparison to other major railways in North America.
do not know (I am expressing my own opinion) but that seems to me to be
& rather unusual paragraph to find in an auditor’s report. I should think that
some managers might take exception to opinions like that being voiced by
auditors, unless the opinions happen to be in agreement with those of the
management. What are you going to say to the committee about that? What
consideration do you think this committee should give to it?



146 STANDING COMMITTEE

Mr. MarTaEws: First of all, on the point as to the function of the auditors
in calling attention to a matter of that kind, it would not ordinarily be done;
but the position of the auditors of the Canadian National Railways is not
exactly the same as the position would be with the ordinary commercial
company. Let me just remind you, Mr. Jackman, of what the terms of the
Canadian National-Canadian Pacific Act are insofar as they relate to the
auditors. One of the provisions in the Canadian National-Canadian Pacific
Act is this, it says: “their annual report shall call attention to any matters
which in their opinion require consideration or remedial action.” Now, that
is a pretty broad instruction to give to the auditors; and we feel that with
the revenues at .the level at which they have been in recent years and the
developing satisfactory results that have been obtained that we should not
miss the opportunity to just make mention in our report to parliament from
our point of view. The legislation says that the auditors are to do that. Now,
it is our view that because of the higher revenues of the war period, we do
not want to leave any impressions so far as our reports are concerned that
there are not heavy costs in there that may stick with us after the war, and
if revenues should recede to any such levels as we had in the past years—it
is just a point of comment in passing.

Mr. Jackman: May I say at once that I am very glad to get the terms of
reference which the auditors hold, and our own terms of reference admittedly call
upon us to examine all matters and to report from time to time the committee’s
observations and opinions thereon. That is why I bring up the subject now.
That is why I asked at previous sittings whether the management had in
view applications for higher passenger or freight rates. I understand that
up to the present time there have been no such applications put in. But the
auditors apparently feel that costs have gone up for the railway both with
respect to wages and materials, and that with some diminution in the volume
of traffic which we expeet in peace time it may be that the management would
find difficult going unless they got some relief by way of increased rates.

Mr. Vavetian: 1 think I mentioned that in some of my earlier remarks.
I said we had not prepared any case for submission to the board of transport,
but that if the present level of expenditures are maintained and traffic declines
it is likely that we would need some relief.

Mr. Jackmax: Mr. Chairman, we as a committee have to put in a report
to parliament, and we have to submit that report in writing. Do you want us
as a committee to put something in with regard to raising rates?

The Vice CuarrmAN: Mr. Jackman, I am only here chairwarming; but
I suppose a matter of that sort a little later on would come into the hands of
the usual small drafting committee, and then they would bring their draft into
the larger committee for consideration; and while you were speaking, and
because of what you were saying, it did occur to me that they would have to
take that into consideration all right. That is the way my mind was functioning
ghile I was listening to you. I felt that that was natural, that that should be

one.

Mr. Jackman: The last sentence in that same paragraph in the auditors’
report says this. “We would also make mention of the disproportionate amount
of fixed charges borne by the National system in comparison with other major
railways in North America.”

The Vice Cuamrman: That is right.

Mr. JackmMAN: Anyway, to make any intelligent observation to parlia-
ment in the discharge of our responsibility—it either is ours or it is not ours—
we would be called upon to make a thorough examination of these matters;
or, are we to deal with it in a merely perfunctory manner? I do not wish to
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labour the point unduly, but it seems to me to be really our function, or some-
thing should be done about changing the responsibility of this committee. We
iust cannot grasp this tremendous system in a very short time, especially as
intelligently as we should, and we need all the help we can get from the presi-
dent. It may come about that there will be a squeeze there between the old
road structure and the new costs and there won’t be anything left at all, we
will be faced with a deficit again; and they have that under consideration
and we as a committee should have it under consideration. ‘Some of us do not
know much about it. What are we to do?

The Vice CHAmrMAN: Don’t you think it is fair to remember this, that
the railroad officials cannot make government policy, and they have got to
be in their reporting and in all their statements guided to adopt what might be
termed the attitude of factual reporting. I do not -think you can expect them
to do more than call to the attention of the committee any difficulties that
they have. Then, of course, the committee can recommend something in
reference to government policy. But I think you would be putting them in a
rather invidious position asking them to go too far into policy making.

Hon. Mr. Cuevrier: Perhaps I should say this at this juncture, that the
railway officials have made representation to the minister on more than one
occasion in connection with a reduction of fixed charges. The matter is receiving
consideration, and I am not in a position to say now what may be done in
connection with it; but I can say it is being studied.

Mr. Jackman: That is very interesting; representations have been made
to you; of course, the committee do not count.

Hon. Mr. Cuevrier: You are saying that the representations are made
first to the minister, I think they should be made to the minister; and I presume
that that is how it is brought about in the auditors’ report. -You certainly
would not suggest, I take it, representations being made other than to the

. minister first. I think the minister should be aware of what the railway has in

mind with reference to the reduction of fixed charges.

Mr. Jackman: I think he should be too; but it seems to me, as the auditor
points out to us, that the system should be put in a more relative position to
other comparable railways and we have not got very much.information on it; and
vet certain statements or suggestions have been made to you as to the reasons
why jchere should be a reduction, but we have not heard very much about them
at this particular session of the committee anyway; and if it is going to be taken
up with you, and it has been, and the matter is brought to our attention by the
aud-ltprs—‘perhaps not in the report itself—then I think we should give some
examination to it if we are to be a real committee; otherwise we will not know
Just what we are doing here. ’

. Mr. Harris (Grey-Bruce): May I ask, Mr. Chairman, whether this point
I8 br_ought up for the first time this year, or whether it has been brought up in
Previous years; and, if so, what was done about it. :

Hon. Mr. CuEevrier: I do not remember it last year; I was not a member of
the committee so I do not know, but I understand that this did come up before.

The Vice CrarRMAN: The matter has been up several times; I think it has

€en up in nearly every committee. It has always been pointed out and
observed that this railroad is under this disability now being referred to.
B Mr Harris (Grey-Bruce) : I think there are about 11,000,000 people in the
ominion of Canada who hold that view. :
The Vice CHAmrMAN: That is right. The question is one which has been

lb;ef(_)re this committee on several occasions, and I understand that it has been
efore the government at all times.
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Mr. VavcHAN: In the preliminary remarks I made I filed a statement
showing our fixed charges in comparison with other railroads, and it seems to
me it might be helpful if this committee cared to go on record recommending
that our fixed charges be brought more in line with our earning power.

Mr. JackmaN: Provided we have some reason for forming a like opinion.

Mr. VaveuAN: I think that statement I filed would be a very good reason
for considering the matter. -

Mr. Hazen: The statement you filed is an appendix. Does that show the
names of all the first-class railways in the United States?

Mr. VaugHAN: It shows the names of the prineipal railways, those which are
comparable with the Canadian National Railways.

Mr. Hazex: What I had in mind was I thought there might be other United
States first-class railways with higher fixed charges than those you referred to.

Mr. VaveHAN: The average in there is the average of the class one railroads
in the United States.

Mr. Hazen: You gave us the average. I was thinking that there might be
first-class railways other than the ones you show.* You refer to several railways
in that appendix. There are other first-class railways in the United States.

Mr. Vavcaan: We picked out the largest railways which would be com-
parable with ours, and I am quite satisfied there is not a single railroad in the
United States which has fixed charges comparable with ours based on their
gross earnings.

Mr. Hazen: I thought possibly you might have picked out the ones which
had the lowest fixed charges.

Mr. VaverAN: No, sir.

The Vice CuairmaN: Three of the largest railroads are there.

Mr. Vavenuan: I might say, if you go back to the pre-war days, the situation
was very much different, very much worse from our standpoint, and those
conditions may come again. For example, our fixed charges were 26-24 in 1939,
and the average of class one railroads in the United States was only 15-21, and
a number of them were very much lower. I think it is fair to assume that roads
like the Santa Fe, and Union Pacific, which are two of the largest and most
mmportant railroads in the United States, might be taken for comparative
purposes; and their figures are, for the Santa Fe, 6-91; and for the Union
Pacific, 8-66, as against our figure of 26-24.

Mr. Hazex: In 1939 what did you ask for, or did you ask that the fixed
charges of the C.N.R. be made the same as the average charges of the railways
in the United States?

Mr. Vavgaan: No. We have not done that. We have up with the Depart-
ment of Finance now certain adjustments in our fixed charges. If I might be
permitted to do o, I would make this suggestion to the committee. A number
of these things are just in negotiation. We will have another meeting soon,
f_bout March, and perhaps the matter might be discussed more fully at that
ime.

~ Mr. Jackman: What T am suggesting, Mr. Chairman, is that if we are going
to touch upon that aspect of the railway in our report, we must examine it. I
am quite willing to leave it now; but if we are going into it, it is certainly pretty
lengthy. ;

The Vice Cuamrmax: You would not want the adoption of anything along
that line without a much more extended examination than we are having at the
present time.

Mr. Jackman: That is what I am saying.
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Hon. Mr. Cuevrier: I think you will agree with this, Mr. Jackman, that
it is hardly 2 months since the war has expired, that the attention of the govern-
ment has been directed towards war matters all along and has not had time to
consider this thing as it should be properly considered. That perhaps might be a
reason for leaving it then until the next session which should be very soon after
this one.

Mr. Jackmax: I am quite willing to let it stand. But I hope, when the
time comes, you will bring up reasons which are new as compared with those
produced at the time you got the 1937 write-off.

Hon. Mr. CHgvRIER: 1939.

Mr. Jackman: When was it, 19392

Mr. VaveuAN: 1937.

Hon. Mr. Cuevrier: You are referring to the Capital Revision Act now?

Mr. Jackman: Yes; because undoubtedly the line has a heavy indebtedness.
The sins of its folly cannot be eliminated entirely. Before I became interested
in politics, I always understood that the C.P.R. was a monument to Sir John
A. Macdonald and the C.N.R. was a monument to another great Canadian.

The Vice CuamrMAN: Shall we pass on now? Are there any other ques-
tions or observations?

Mr. Rem: Are we on page 2?
The Vice CuarMAN: We are just moving along, Mr. Reid.

Mr. Rem: I just want a little information with regard to the insurance
fund.

Mr. MartaEWwS: Yes?
Mr. Rem: I note at the foot of page 2:

“The several special funds of the National System including sinking
funds, deposits in lieu of mortgaged property sold, deferred maintenance
fund, insurance fund and pension contract fund, amounting in total to some
$77,000,000. ..”

and so on. I note it has increased by half a million dollars. What insurance is
that?

Mr. Marraews: That is a self insurance fund carried by the railway for
the insurance of most of its own risks and it has been in existence for perhaps
15 years or more. It goes back a considerable time.

Mzr. Rem: Does the fund fluctuate a great deal?

Mr. MartaEWS: It does not fluctuate a great deal now because it is a self-
carrying fund, and any operating profits in the fund are transferred to the rail-
way’s income account; so that for practical purposes the fund does not fluctuate
a great deal excepting that the inter-system securities in the fund are always
carried at par and where securities are bought below or above par, there are
adjustments from year to year. In the year 1944 there was an adjustment of
that kind due to the difference between par and cost in the sale of some securities
Within the fund. But other than that, the operating profits of the fund are
transferred to the railway’s income account.

The Vice CHAIRMAN: A#e there any other questions?

Mr. Hazex: The Northern Alberta Railways Company does not seem to
have been very successful in its operation, judging from the statement. What is
the length of that railway and what country does it serve?.

Mr. Vaveuan: The Northern Alberta Railway runs from Edmonton up into

Peace Biver country, up to Dawson Creek. There is also a branch east of

T here running north of Edmonton. Tt serves the so-called Peace River country.
fie road is owned jointly by the C.P.R. and the C.N.R.

L



150 STANDING COMMITTEE

Mr. Hazen: Are there possibilities of its position improving as the country
gets settled?

Mr. VaucHAN: As more settlers come in, and there is more wheat to ship
and more traffic to come out, the situation should be improved. But I do not see
any prospect for any immediate improvement. The road did reasonably well
during the war years when there were so many contractors moving large
quantities of material up there for the construction of the Alaska Highway.

Mr. JackmaN: That reminds me, Mr. Minister, that we were forgetting
about the Hudson Bay Railway. I hope it will not take too long.

Hon. Mr. Cuevrier: Well, we are ready.

The Vice CuamrMan: Is there anything else on that page?

Mr. Jackman: It is hard to get through this quickly. This insurance fund
has increased approximately half a million dollars. You were talking about
that a moment ago. No major loss has been reported. This insurance fund is
to carry some of your own insurance?

The Vice CuAlrMAN: It is self insurance.

Mr. VavcHAN: We carry our own insurance. We have a fund of our own
and I think we have about $13,000,000 in it which is invested in good securities
and which more than takes care of our losses.

Mr. Jackman: Have you a ceiling on that? I mean, if you increase it
every year by half a million, would the time not come where it met all needs?

Mr. VaveHAN: We did. We have got it up to the point now where we
do not need to increase it any more.

Mr. Jackman: I just cannot quite follow the wording, as to how you get
that small profit of half a million dollars resulting mainly from the adjustment
of the book value of the system securities sold during the year from par to cost.
Can you give me an explanation of that?

Mr. MartHEWS: Yes. I do not blame you. When system securities are
purchased for the fund, if they are purchased below or above par, the fund
figure is adjusted to par. In this particular year the railways were fortunate
enough to be selling securities that originally the fund had to take a charge on,
and when these securities were sold, the sale price was above par and sufficient
to wipe out the amount that had been orginally written out of the fund at the
time it was purchased.

Mr, J&CKMAN: All T can say is, “What an odd way of doing things.”

Mr. Marraews: No. I do not think so; because the principle of inter-
system securities is that they are carried at par on the asset side in order to
equalize the par on the ledger side. I think it is a most reasonable procedure,
Mr. Jackman.

Mr. Jackman: Why not put them at cost? Par value does not mean
anything.

Mr. MarruaEws: All systems securities are carried at par now in the special
funds, of which the insurance fund is one.

Mr. Jackman: That perhaps accounts for the surplus if you buy them
below par and when you sell them you adjust it. ,

Mr. MarraEws: That is right. That would come in as part of the operating
profits of the fund, Mr. Jackman.

Mr. JackmaN: If they are operating proﬁts what happened to them again?

Mr. Marraews: The operating profits of the fund are transferred to the
income account of the railway each year.

Mr. JackmaN: That was the thing I wanted to question. Why did you
leave the operating profits to the credit of the fund? :
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Mr. MarraEws: Because it has been found that the amount at which the
fund has been established takes care and has taken care of the losses of the
railways over a period of years. In other words, you reach a certain point
where it is determined within reasonable bounds that your fund is sufficient,
and therefore it has been the policy of the railways in recent years to transfer
the operating profits of the fund to the income account of the railway. It is
all predicated upon the basis that the amount of the fund has proven itself to
be sufficient for the purposes for which it was created.

Mr. Jackman: The annual income from the fund—mnot the difference between
capital and loss, but the annual income is kept in the fund to pay for the
losses.

Mr. MarraeEws: No. If the fund suffered an operating loss in any year,
that would be taken up.

Mr. JackMaN: Paid by the railway system?

Mr. MarTHEWS: Yes. It is maintained on the basis that it is changed
where the inter-system securities are below or above par. That is the broad
basgis. As I say, Mr. Jackman, if in any line of endeavour you establish a
reserve that has proven over a period of years to be reasonably sufficient, you
would not continue to appropriate out of your earnings a continuing figure.
You would reach a point eventually where it would not be necessary. That
has been the policy of the railway, and the results thus far have justified it.

Mr. Jackman: It is not a very important matter, Mr. Matthews. But as
I understand this, the railway carries its own insurance?

Mr. MarraeEws: That is right. .

Mr. JackmanN: And you have a fund there consisting of system bonds,
securities of one sort or another?

Mr. MaTTHEWS: Yes.

Mr. JackmaN: You did for a number of years pay an annual premium?
Mr. MATTHEWS: Yes.
Mr. JackmaN: Every year there is an annual premium paid.

Mr. MarraEws: There was, espeially in the earlier years, by charges to
the operating expenses to create the reserve.

?Mr. JackmaN: In the early years. You do not pay a current premium
now

)

Mr. MartaEws: No. The charges to operating expenses now are not very
substantial. ;

Mr. Jackman: They have no relation to what you would have to pay a
commercial company? v

Mr. MartaEws: No. That is quite right; because over the early years the
reserve was built up and reached that point where the historical record estab-
lished that the amount reached was sufficient and the losses are taken into
account each year against the earning power of the fund.

Mr. Jackman: And that fund is so large and healthy now that you do not
have to call on the railway for any premium or the equivalent of premiums
at all. Is that right?

M.r. Marraews: I would not say “any”. I just have not got the full
analysis of the fund. Mr. Cocper, what is the proportion of premiums in here?

... Mr. CoopEr: There are not any premiums now paid into the fund, except
with respect to risks which we insure with outside underwriters.

‘Mr. Jackman: You mean there is a certain amount of re-insurance to
spread your risk?

Mr. CoopEr: On special risks we take out outside insurance.
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Mr. Jackman: What would be the special risk in a railway system?

Mr. Cooper: Fidelity bonds, Grand Trunk Milwaukee Car Ferries, the
Pacific Coast steamships with respect to war risk; things of that sort.

Mr. Jackman: The fund is set out in the balance sheet some place, is it?

Mr. Cooper: Yes.

Mr. JackmAN: All right.

The Vice CuamrmMAN: That is, you only put in, Mr. Cooper, the amount
that has to be paid out to some commercial company at the present time?

Mr. Cooper: Yes. It is paid in and goes out and does not affect the
balance of the fund. In answer to Mr. Jackman’s question generally, the
railway to-day is not paying any premiums for insurance. The income from the
investments of the fund is sufficient to meet the losses which oceur.

Mr. JackMAN: In case you might be thinking I was critical, I wish to
commend you for having such a nice fund there. You are very fortunate.

Mr. Hargness: You have an item here reading, “Other deferred assets
are composed mainly of contracts receivable in connection with the sale of
land in western Canada.” Has the railway company still a cons1derable
amount of land in western Canada?

Mr. VaveHaN: Yes, we still have quite an acreage for sale.

Mr. Hargness: Where does it appear in the balance sheet? I was looking
over the balance sheet and I do not see any amount included for the value of
this land. The only thing I see is that shown at cost.

Mr. VaveHAN: It may not be shown separately.

Hon. Mr. Cuevrier: What about miscellaneous property?

Mr. Cooper: The amount carried in other deferred assets with respect
to contracts receivable on our western land amounts to $2,126,000.

Mr. Jackman: That is the amount receivable last year on instalment
payments.

Mr. Hargxess: Where does that appear in your consolidated balance
sheet?

Mr. Cooprrr: It appears under the general heading of deferred assets and
is the last item there, other deferred assets, $3,176,378. As the auditors say
in their report the principal item included in that account is in respect of
these western land contracts the amount of which is $2,126,000.

Mr. Hargxess: That is land already sold?

Mr. CoopEr: Yes.

Mr. HarknEess: I was talking about land which is not sold.

Mr. VaveHAN: I do not think we have that figure but we will be glad
to get it and give it to you.

Mr. Hargness: Where does that appear in your balance sheet or do
you list it at all?

Mr. Marraews: Miscellaneous physical property.

Hon. Mr. Cugrvrier: Miscellaneous physical property.

Mr. Coorer: On the balance sheet under the heading of miscellaneous
physical property, $65,127,197, the third item on the asset side. That includes
$2,234,000 for land which is not sold. It is carried in the accounts generally
at $5 an acre. -

Mr. Jackman: Do you know offhand how many thousands of acres you
have got?

Mr. VaveaaN: That we had originally?

Mr. Jackman: No, left.
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Mr. Coorer: I could not say offhand.

Mr. Jackman: About 400,000.

Mr. Vaveaan: I think it is a little less than 400,000, but we will be glad
to file a statement on it.

- Mr. Harkness: That is not really the rated value. It is just a figure
set on it.

Mr. Coorer: We wrote it down as far we thought we should write it down.
We thought $5 an acre was the minimum amount at which to carry it in the
balance sheet.

Mr. Hargness: Actually I should think it would be worth considerably
more than that at the present time.

Mr. Coorer: I am sure it is, especially under present conditions, but keep in
mind this is the unsold balance of the original acreage and naturally includes
the worst of the acreage which we had.

Mr. HargNEess: Is the company making any effort to sell that land at the
present time in view of the fact that prices are about as high in western Canada
as they ever have been?

Mr. VaugHAN: We have a very active land department. We are selling
substantial acreages of land every year. They are pushing the sale of those lands
as hard as they can all the time.

Mr. Harkngss: I should have thought some of those lands could have been
made use of for veterans’ re-establishment under the Veterans’ Land Act.

Mr. VaveHAN: I think our people have had some negotiations in that
connection. I ao not know how far they have developed, but I know they have

not missed any opportunity to dispose of these lands.

Mr. EmMmersoN: That land is not developed land in any way?
Mr. VaveHAN: It is not irrigated land. Most of it is unbroken land.

Mr. EmmErson: There has been no attempt to foist that off on veterans,
has there?

Mr. HargNEss: Most of this land is relatively close to the railway and I

“ should think it would be quite suitable for veterans’ re-establishment.

Mr, VaveHAN: Some of the land is close to the railway and some is not so
close, but we are not missing any opportunity at all to sell this land at what we
think is a fair price for it. Our land department is very active in that connection.

Mr. Rem: Under your colonization scheme have you investigated this land
from an agricultural, climatic and every other point of view?

Mr. VauvcHan: I did not catch that.

Mr. Rem: Under your colonization scheme have you investigated the land?

ave you had experts go in and check on the soil and the climate?

Mr. Vaveaan: We have our own agricultural and colonization departnient
Who do that. They have a report on every acre-of land we own.

Mr. Rem: How does it rate?

Mr. Vaveaan: As Mr. Cooper said, some of that land is not the best land
We had. Some of it is very good agricultural land but I could not tell you how
the various parcels rate. These acreages are spread all over in different localities.

Mr. Beavporn: 1 should like to ask a question but it is on page 5.

The Vice Caamrmax: We have been moving forward and backward.

Mr. Beavborn: I have a question which is on page 5. I guess I had

better read it. It is under the heading “Uniform Accounting Regulations.”
47950—4
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Having in mind the conflicting elements in the railway situation in
Canada and the widespread publicity given to the matter from time to
time in the decade preceding the present war, we are persuaded that
the uniform presentation of the published accounts of the two major
Canadian railways will be of far-reaching importance in the post-war
years to the government and people of Canada as the shareholders of the
National System. Accordingly we deal briefly with the matter to which
we have made reference for several years.

Then a little further down you say:—

It is further recommended that the regulations require the published
income accounts to show the two principal traffic density factors of freight
tonnage and passenger volume per mile of road operated.

Then in the last paragraph you point out that if these recommendations
are accepted it would eliminate the misconceptions arising through the endeavour
to compare published results which have not been computed on the same basis.
What I should like to know is why nothing has been done although you have
been recommending these things for several years?

Mr. MarTHEWS: Something has been done in respect of that. As a matter
of fact, in the early period of the war there was a departmental committee
formed along with representatives of the two major railways to give some
preliminary consideration to the matter. I believe that at that time it was
under Mr. Howe but owing to war conditions it was not found possible at that
time to bring the matter to any conclusion. It was a matter that had received
some consideration at that time but since the war there have been more important
things to consider. With the post-war period, and having some recollection of
the thirties, our viewpoint is it would be a matter meriting the serious
consideration of parliament.

Hon. Mr. CHEVRIER: Perhaps I might add that in 1937 the then Minister
of Transport set up a committee. The reference to the committee was limited
to an instruction to review the whole question of uniform railway accounting
regulations under statutory authority of the dominion. That committee met
and made a great deal of progress but was stopped by the war, as Mr. Matthews
points out. Then it was agreed that their work should be discontinued for the
time being as it was obvious on account of the increased work arising out of
the war no radical change in accounting methods could be introduced.

Mr. Beavpoin: Is that committee still in existence?

Hon. Mr. Cugevrier: I do not think so.

Mr. Beavpoin: Was that committee formed with the C.N.R. and the C.P.R.
people?

Hon. Mr. Cuevrier: Yes, I have a list of the names here. T think that
the committee is defunct now. I presume the auditor puts it in his report so
as to bring it to the attention of the committee and of the government in order
to suggest that a similar committee be set up, or perhaps the same committee.

Mr. Beavvoin: I presume, Mr. Vaughan, it is contemplated that some of
gg)ug officers will get in touch with officers of the C.P.R. in order to accomplish

is

Mr. VaveHAN: Our officers and the C.P.R. are in touch from time to time.
There have been many differences of opinion in respect of this accounting
matter and I suppose there will continue to be.

Mr. Beauporn: But this matter is being discussed?

o o i
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Mr. VauegaAN: There will continue to be differences of opinion. We have
not quite reconciled our views yet either with the Canadian Pacific Railway or
with Mr. Matthews on this matter, but I do not think we are very far apart
and we may be able to get together.

Mr. Rem: I was going to ask Mr. Matthews if any other railroads have,
in your opinion, a better system of accounting and, if so, what is to prevent the
C.N.R. changing their accounting system so as to be in line with the other
railways if they think they are better? Why should there have to be compulsion?
If they have a better system why not adopt it? What is preventing that being
done?

Mr. MarraEws: We are thinking in terms of uniformity because in years
gone by there has been so much publicity given to the comparative positions of
the two railways. In so far as the National System is concerned they are in
the main on the I.C.C. basis, but it is a question that resolves itself ultimately
into some department of government with authority to make regulations as
the 1.C.C. do and to see they are enforced uniformly by the railways of Canada..

Mr. Rem: One would almost infer from reading that in the recommend--
ation that the C.P.R. balance sheet is in such a form that it places itself im
a more favourable light, apart from the difference in fixed charges. Leaving
that aside and speaking entirely of the operations of the railways and their
accounting systems one would gather from reading it that the C.P.R. must have
a better system and that their balance sheet to the public shows a far more
favourable picture.

Mr. VaveuaN: We would take decided objection to that. We think their
gystem is no better than ours.

Mr. Bravpoin: I think your idea was to remove misconception on the
part of the public but there is no intention on your part to say that the C.P.R.
or any other system is better than the C.N.R. :

Mr. MarraeEws: I thought I made that clear when I read that section that
it was not a singling out of -any other railway but a suggestion for uniformity that
would apply to the two major railways of Canada, principally along the lines
of the uniform accounting as effected by the Interstate Commerce Commission
in the United States for all railways.

Mr. Rem: I am willing to accept Mr. Vaughan’s statement right off, that
their accounting system is itself better. T am willing to accept it right there,
and having accepted it, I cannot see why the Canadian National system is in
any inferior position before the public outside, apart from the capital structure.

Mr. Vaveuan: Mr. Matthews can say very readily whether he considers
our system of accounting satisfactory or not.

Mr. MarrHEWS: We would not be certifying the accounts if we did not
think so. But this is a matter which touches a much broader situation than
that. It has to do with the history of public relations affecting the Canadian
National Railways when comparisons are made with the Canadian Pacific
Railway; and I think those who remember the publicity given to the matter of
the Canadian National Railways’ more or léss hopeless position as pictured by
many people in Canada during the period when the capital revision proposals
were up and prior to that time, that one cannot help but feel that uniformity
Of.presentat-ion would be of advantage to the people of this country who own
this Canadian National Railways. I do not want to be placed in any position,.
as I said this morning, of passing any opinion on the accounting of companies
of which we have no more knowledge than you have already gained through the
accounts published. But in the post-war period, we have in mind for instance
the matter of reserves and the utilization of reserves, and we feel strongly that
there should be some means adopted that would ensure that the utilization of

47950—43
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those reserves be effected on a uniform basis. As we see it the only way
that it could be accomplished would be under government auspices, somewhat
similar to the position of the Interstate Commerce Commission in relation to
the railroads of the United States. It is a matter that we realize is contentious,
but we feel looking back over the years that it would be an advantage.

Mr. MurcH: An advantage from the point of view of the public to be able
to picture the relative positions of the railroads.

Mr. MarraEWs: That is right, without criticizing either one.

Mr. MurcH: It might be a good suggestion, with one system of explanation
more approaching the lines of publicity than the other.

Mr. Jackman: May I suggest that the commission proposed by Mr.
Beaudoin and Mr. Reid to go into the matter of accounting would hardly be
needed in view of the fact that this committee is to sit again in a matter of
months. Should we make any reference to that in our report, or do we want
to go into it now?

The Vice CuramrMan: We can study it, as you said a little while ago, when
we are talking about this matter of fixed charges.

Mr. Hazen: I do not think we need to decide now to put it into our report.

Mr. Rem: Perhaps at a later session we could go more fully into it.

Mr. Hazex: When is that set up?

Hon. Mr. Cuevrier: That was set up in 1937.

Mr. Beavnoin: Have we gone through this page 6, Trans-Canada Air Lines?

Hon. Mr. CraEvrIER: No, not yet.

Mr. Jackman: I do not see, Mr. Matthews, that you have reported profits
from affiliated companies. I was wondering if you could tell us whether there
were any substantial earnings by the subsidiary companies which would accrue
to the Canadian National system, but which has not yet been declared in. the
form of a dividend.

Mr. MarraEws: We are more concerned about losses.

Mr. Jackman: You reported all the losses, but you did not say anything
about profits, and whether or not they were paid over to the system.

Mr. MarruaEws: That is quite right, but our chief concern about invest-
ments of this kind is to keep parliament advised as to whether or not there
are any of these companies in which investments are made that are suffering
losses that are not reflected.

Mr. Jackman: I see, you are more concerned with the losses; our concern
is with both, as to whether there were profits or losses.

Mr. MarraEWS: Mr. Cooper indicated this morning that there are several
of these affiliated companies whose dividend record has been very good.

Mr. Jackman: He mentioned one of sixteen per cent. That may or may
not have been paid over. I presume that he was talking about dividends.

Mr. MarTHEWS: Yes.

_ Mr. Jackman: What I am asking is whether any substantial amounts earned
in the affiliated companies were turned over, what our share was.

Mr. MarraEws: Some of the American affiliates would naturally have a
surplus the same as any other company, but the Toronto terminals for instance,
in which there is a very considerable investment, is neither a surplus or a deficit
company.

Mr. Jackman: All I am asking is, is there any substantial amount in
relation to— '

Mr. MarraEws: Do you mean, abnormal amount being withheld?
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Mr. JackmAN: I mean, is there any substantial amount earned that is not
paid out? g

Mr. MattHEWS: I do not think in any sense that there is any extra surplus;
no, Mr. Jackman.

Mr. JackmaN: But I still—

Mr. MarrHEWS: They pay dividends annually when they are earned, but
they naturally do not pay out of their surplus any more than any other prudently
managed companies.

Mr. Jackman: You see, the Companies Act has seen fit to make companies
reveal whether subsidiaries have paid out their full earnings or are keeping some
from the shareholders. As you will appreciate, in this case we are the share-
holders, and I am merely asking you that question.

Mr. Marraews: That is from an income tax point of view quite true.

Mr. Jackman: It is not from the income tax point of view, it is from the
point of view of the shareholders; we are the shareholders, at least we represent
them; I do not know whether these companies had any substantial earnings.

Mr. MarTHEWS: We have no company in mind that is piling up any undue
surplus without making some distribution of dividends.

Mr. Rem: Arising out of page 4, the general scope of the audit; is your
audit itself very extensive?

Mr. MartHEWS: Extensive?

Mr. Rem: Yes.

Mr. MaTTHEWS: Yes; as far as territory is concerned, our offices in Canada;
we utilize them for most of the main accounting points such as Moncton,
Montreal, Toronto, Winnipeg, Vancouver; and in the States at—

Mr. Rem: You have offices at these various places across the country?

Mr. MarraEWS: That-is right; and our American offices cover such points
as Detroit, Duluth, Cleveland and St. Albans and our London office takes care
of the London and Paris offices of the National Railways. To that extent it is
diversified at the principal points.

Mr. Jackman: Other affiliated companies again, why did you see fit to put
in clause (¢), “that no corporate deficit had been accumulated up to the 31st
December, 1944. This indicated position, however, should be considered in
conjunction with the restricted accounting policies relating to acerued depreciation
on this property”; what does that mean to us?

Mr. Marraews: First of all, it would be a very unsatisfactory position if
the National railways had substantial investments in affiliated companies that

ad any corporate deficits to start with.

Mr. JackMAN: Yes.

Mr. Marruews: In the second place, we say that is not the case, the
Companies do not have corporate deficits; but we have to bear in mind that in

e United States as well as in Canada these companies have not had depreciation
dccounting on fixed properties very long, only since the 1st of January 1943.

Mr. JackmaN: Is that a warning to us that the retirement accounting may
10t be adequate in connection with some of these companies? ;

Mr. MarraEws: No. It is just a statement of fact, that in considering the
-actual financial position of these affiliates that in regard to depreciation on
xed properties their policy has been in line with the Interstate Commerce
Ommission which was started at-a very recent date, 1943.

Mr. Jackmax: In other words, we can take it from that that we are not to
be warned by that paragraph.
Mr. Marraews: That is a statement of fact.
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Mr. JAckMAN: Quite so, it should be considered in conjunction with restricted
accounting policy; you say, “this indicated position, however, should be con-
sidered in conjunction with the restricted accounting policies relating to accrued
depreciation of fixed properties.” 1 say there is a warning signal to draw my
attention to something; that is it is not as healthy as the books indicate.

Mr. MarraEWS: Not at all. It is only to point out to you that the accounting
for fixed properties commenced at a late date, and that these companies in
common with all other railroads in the United States have but recently adopted
depreciation policies for fixed properties.

Mr. Moore: Repeated references have been made to the fixed charges of the
C.N.R. I think someone said that they were just about the highest railroad on
the American continent. Is there any reason why the fixed charges of the C.N.R.
should be higher than that of any other system?

The Vice Cuamman: Do you mean, should remain higher?

Mr. Rem: Should be higher.

Mr. VaucuAN: On account of the way the railroads have been built up.
There were high interest charges when these railroads were taken over and
b;ecome part of the Canadian National Railways and they have been carried
along. :

The Vice CuAmrMAN: Are there any other questions?

Gentlemen, we had hoped you remember to get through these estimates also.
I do not want to hurry anybody. I just point out that we had hoped to get
through.

Mr. Jackman: May I ask Mr. Matthews about the next paragraph which
refers to the Northern Alberta Railways?

Mr. MATTHEWS: Yes.

Mr. JackmaN: It says: “During the year investments in affiliated companies
increased in an amount somewhat exceeding 13 million dollars, principally with
respect to the purchase of additional bonds of the Northern Alberta Railways
Company in order to finance 50 per cent of that company’s requirements for
maturing funded debt and capital additions and betterments in 1944.” Of this
how much was for additions and betterments.

Mr. MartHEWS: About a half million dollars. There was the maturing
obligation of $2,420,000, of which the two railroads each contributed 50 per cent,
the Canadian National proportion being $1,210,000.

Mr. Rem: I move that the report be adopted.

Mr. Beavpoin: I will second that motion.

Mr. Jackmax: What about the last page there? There are one or two
items on the general scope of the audit. Do you have many defaleations, do you
find any defalcations? :

. Mr. MarraEws: No. As we point out, we are primarily concerned with the
system of internal audit control exercised by the railway and the officers of the
railway have at all times been cooperative with us on any points where there
appeared to be any desirable changes in order to protect the interests of the
railway. And, further, Mr. Jackman, I would mention to vou that the railway
has seen to it that they carry a very substantial fidelity bond which is world-wide,
and that is good policy. :

Mr. JackmAN: Then there are no defalcations?

Mr. Martaews: I would not say there are no losses, but nothing of large
proportions. ,

_ Mr. Jackman: But you mention that some of the premiums paid for
insurance were to insure outside of the company for defaleations.

\
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Mr. MarraEws: That is the fidelity bond.

Mr. Jackman: You really are covered entirely for any defaleations.

Mr. Marraews: We think reasonably so, Mr. Jackman, anywhere in the
world.

Mr. JackmaN: Under that general scope of audit the auditors report that
they have examined the minutes and by-laws, etc. I was wondering whether or
' not in view of the size of this corporation and in view of the fact that parliament
saw fit some years ago to put into the Bank Act the requirement that there be
published the attendance record of the directors of the banks—the directors of
the company I believe get $5,000 a year for serving and as far as I know they
do their job very well—do you think it would be in the interest of parliament
and the people that attendance records were kept and published as in the case
of the chartered banks? After all, people are much closer to this than they are
to the banks in a sense because we own this and we only have public interest in
the banks.

Mr. VaveHAN: I do not think there is any particular objection. We
practically have 100 per cent attendance all throughout the year.

Mr. Rem: Are there any vacancies?

Mr. VaveuAN: I should like to point out that our directors do a great
deal more than just sit in at directors’ meetings.

Mr. Hazex: How often do they meet?

Mr. VaveHAN: They meet once a month, but they are doing a great
deal of work in between times for the Canadian National Railways.

Mr. Murcu: Do they get any expenses without income tax?

Mr. Rem: I see there is no one there from British Columbia. That is
why I asked about the directors’ meetings.

Mr. Murca: You are too far away out there.

Mr. JackmaN: Do you want to recommend—

The Vice CuARMAN: There was a motion made, although I did not
put it because at that time you also asked a question, Mr. Jackman. But
there is a motion made by Mr. Reid and Mr. Beaudoin for acceptance of the
auditors’ report. Is that what you are asking me now?

Mr. JackMmAaN: No. I was not referring to that.

The Vice CmamrMAN: I thought that you asked if there was a motion.
I beg your pardon. ;

Mr. Jackman: No. I was asking you whether or not... in view of the fact
t}_lat it is not only in the public interest but is a publicly-owned railway, in
view of the fact that parliament saw fit to ask for an attendance record of
the bank director we—should ask for an attendance record in future of the
directors of the Canadian National Railways?

The Vice Cuammax: Would you agree with this, Mr. Jackman? We
will sit down to consider the report after the officers have gone, as we always
do; and it would properly come up at that time. Is that not right?

Mr. Jackman: Yes.

The Vice Cuamrmax: Will you bear that in mind and revive it at the time?

Mr. Jackman: I will try to.

Mr. Bravporn: What is the next item?

The Vice CuamrMAN: Are we ready for this motion?

Mr. Jackman: No.

The Vice Cmamrman: All right. T only wanted to know.

Mr. Jackman: We are leaving the T.C.A. until next week, are we?
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The Vice CHAIRMAN: Yes.

Hon. Mr. Curvrier: That is right..

The Vice CumamMaN: Are you ready for the motion?

Some Hon. MEMBERS: Question.

The Vice CuamMman: Those in favour of the motion, say “aye”.

Those opposed, if any?

Some Hon. MemBERS: Carried.

Motion agreed to.

The Vice CHamrMAN: That is carried, then.

That concludes consideration of the. C.N.R. reports.

Mr. Rem: I wonder if I could ask one question of Mr. Vaughan. It is
something that has always been running through my mind every time I pass
from the west to the east. How much money is really collected from the
poor passengers passing through Saskatchewan when they eat meals? I know
it would not interfere with this system at all, but I always wondered how
much was collected and if there was a record of it kept.

Mr. VavcHAN: I do not know whether we could segregate that or not.

Mr. MurcH: Ask the C.CF.

Mr. Rem: The C.C.F. had nothing to do with this. It was in effect before
they came into office. I kicked about it.

Mr. VaucHAN: A man may come into the dining car in Alberta and may
pay his bill in Saskatchewan or may come in Saskatchewan and pay his
bill in Manitoba.

Mr. Rem: I wondered if there was any accounting kept; every time you
eat in Saskatchewan it is so much for a meal.

Mr. VaveHan: That tax goes to the province of Saskatchewan. You
know that.

Mr. NicuoLsoN: And we are making a point of collecting it.

Mr. Vaveuan: We have the same thing in the province of Quebec.

Mr. Rem: There is? !

Mr. VaveHAN: Yes.

Mr. Murcu: There is a little compensation in Quebee, though.

The Vice CuAmrMAN: This concludes the C.N.R. report. I do not know
whether or not, in connection with these estimates, we will want the officers
of the C.N.R. to remain.

Hon. Mr. Curvrier: Not unless they want to.

The Vice CuamMman: We are not going to try to chase them away. I am
sure the committee would want me to express our thanks to the officers for
their attendance.

Mr. Rem: I move a vote of thanks for the attendanee of the officers and
the information they gave.

Some Hon. MemBers: Hear, hear.

The Vice CuamrMaN: That is unanimous and is reported on the minutes.

Mr. VaveuAN: I should like to say to the committee, on behalf of the
railway, that we appreciate very much the consideration of the committee.

The Vice Cuamman: As I say, you are not being chased away, Mr.
Vaughan; I think the next matter is one you may have an interest in. I think
you will, anyhow. The next matter is concerning three items. There are
still some blue estimate books here.

Mr. Hazex: What is the page?
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The Vice CuairMAN: The votes are numbers 377, 378 and 421. The
first two are on page 48. This is 377:—

To hereby authorize and provide for the payment from time to time
during the fiscal year 1945-46 to the Canadian National Railway
Company of the difference (estimated by Canadian National Railway
Company and certified by the auditors of the said company to the
Minister of Transport as and when required by the said minister)
occurring on account of the application of the Maritime Freight Rates
Act, between the tariff tolls and the normal tolls (upon the same basis
as set out in section 9 of the said Aet with respect to companies therein
referred to) on all traffic moved during the calendar year 1945 under the
tariffs approved on the eastern lines (as referred in section 2 of the said
Act) of the Canadian National Railways.

The amount is $3,500,000. It was the same last year. What is your pleasure
with respect to that appropriation? :

Mr. Jackman: Before we go on with this, T want to direet to the attention
of the ehairman of the committee, before the directors leave, that we have not
touched the Hudson Bay Railway yet. It should not take very long.

Hon. Mr. Caevrier: We are prepared to go on with the Hudson Bay Railway
any time.

Mr. JackmaN: I do not care when you do it. I keep forgetting about it
and you do not remind me.

The Vice Cuammax: I think the minister is to blame. He should be
reminding you.

Hon. Mr. CuEVRIER: There is an officer from the Hudson Bay Railway here,
so we will be ready to go on.

Mr. JackmaN: I do not think we need the C.N.R. officials.

The Vice CralrMAN: Before you travel up to Churchill, what about this
estimate? :

Mr. Jackman: This comes before us because it is an estimate of the-
Department of Transport?

The Vice CHAIRMAN: Yes.

Hon. Mr. CHEVRIER: And it is a statutory estimate under the Maritime
Freight Rates Act.

Mr. Jackman: Have we power to alter it?

Hon. Mr. Cuevrier: No. You have the power to amend the Act or at
least parliament has power to amend the Act.

Mr. JackMmAN: What are cur functions in regard to it?

The CuarmaN: We have to approve it.

Hon. Mr. CHevRIER: It is referred to the committee of supply and taken,
by virtue of the motion setting up this committee, from the committee of supply
to the Railways and Shipping Committee. It has been referred to this committee
for some years, but it does not take away from parliament the right to discuss,
consider and review this estimate when the committee is in supply.

i Mr. Jackman: What I wish to find out is what we have to do with regard
0 it.

The Vice CuamrMman: We have never done anything except just pass it.

Mr. Nicmorson: Could we have some statement of the position during the
war years? We have never taken much time going into details about thls
Could we have some details as to that?

Mr. Jackman: What I should like to know, Mr. Minister, is if we are
aiming at something, and if so, what it is. I should like to know what we are
shooting at. Tt is very hard to direct questions until you know what it is about.
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Hon. Mr. Cueveier: Perhaps I should say that under the Maritime Freight
Rates Act, section 2 and section 9—

Mr. Hazen: What chapter is that?

Hon. Mr. CaEvrIER: It is chapter 79.

Mr. Hazen: 19277

Hon. Mr. CHEvVRIER: It is in the revised statutes of Canada of 1927. Autho-
rity was given to the Canadian National Railways in each fiscal year to provide
for the payment of the difference between the normal rates and tariff rates on
the lines of the Canadian National Railway in the eastern districts or eastern
lines; that is the lines of the Canadian National Railway operating in the
provinces of New Brunswick, Prince Edward Island and Nova Scotia and the
eastern part of Quebee, extending from Diamond Junction to Levis.

Mr. BevziLe: Oh, the old inter-colonial.

Hon. Mr. CrEvrier: I will come to that. We discuss that in the next
vote. This vote has to do only” with the 20 per cent reduction in tolls paid
to the Canadian National Railways and not to other lines operating in this
area.

Mr. REm: There is no vote that could become more controversial than this
particular vote, if it opens up.

The Vice CuamrmaAN: That is right.

Mr. Rem: Because I have argued it in the house for years, when comparing
the rates with those in British Columbia. However, I am not going to open
that subject up today. But if you want to open it up, I am ready to open it
up with any one.

The Vice CmamrMAN: I think you had better stay with the bag pipes.
We like them.

Mr. Rem: I am not going to open it up.

Hon. Mr. Cuevrier: If you look at the accounts of the railway, I think you
will find that it is contained in their accounts as being received by the railways.
I think Mr. Cooper dealt with that to some extent last night.

Mr. Cooper: What is that, sir?

Hon. Mr. CuEvRIER: I am referring to the item of $3,500,000 that is paid
by the government to the railway.

Mr. Cooper: That is shown on page 15. In 1944 the amount was $3,853,000
as compared with $4,140,000 in 1943.

Mr. Murca: That is just a contribution for the relief of the maritime area,
is it not?

Hon. Mr. Caevrier: That is right.

Mr. Nicuorson: How do you arrive at this amount?

Hon. Mr. CuEvriER: It is estimated by the Canadian National Railway
Company and it is certified by the auditors. The estimate arises out of the report
of the Duncan Commission, I think, which found that diserimination was exer-
cised against the maritime provinces as opposed to the rest of Canada, and
recommended that some measure of relief be granted to the maritime provinces
by way of reduced freight rates. Mr. Dunning introduced to parliament—in
1927 or 28, T think—this Act and gave reasons for it at the time, namely that it
was to give relief to the eastern provinces.

Mr. Rem: And by the way, I think it was the only part of the Duncan
Report that ever was adopted by parliament. That was singled out.

Some Hon. MEmMEERS: No, no.

Mr. Rem: I think so, anyway.
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Mr. Jackman: What discretion lies with the committee, Mr. Minister, in
JTregard to this item?

The Vice CrarrMAN: I do not fancy there is any discretion except that in
debate, I suppose, resolutions adding to it might be made, but I do not know.
It is a statutory amount.

Mr. Jackman: Could I put a question to Mr. Vaughan? He sometimes
knows more than he talks about. Can we do anything about this, Mr. Vaughan?
What have we got to do with this? Do you know that? Can you help us out?

Mr. VaucHAN: We really are not affected to any great extent, because this
refers to the difference between the tariff rate and the amount apparently that
the Duncan Commission felt the people in the maritime provinces ought to be
asked to pay. We still get credit for our tariff rate.

Mr. Hazen: Is this 20 per cent less than the tariff rate?

Mr. VaugHAN: Yes.

Mr. McCurrocu: Not in all cases.

Mr. HARgNESS: Is this a lump sum paid every year, or does it depend on
the amount of traffic?

Mr. VaveHAN: Yes, it depends upon the amount of traffic.

Hon. Mr. CuevriEr: And the Canadian National Railways estimate what
the amount of traffic is.

The Vice CHAIRMAN: It was more than this that was paid out last year.

Mr. JackmaN: Are we supposed to conmsider the principle of the whole
thing now?

The Vice CuairMaN: No, because it is in an Act of parliament already.

Hon. Mr. CupvriEr: It is a statutory vote, and I understand that in
parliament we do not vote statutory items. They are on the estimates just as
this one is. They can be discussed if one wants to do so, but I do not think
they can be abrogated or annulled or affected in any way.

Mr. MurcH: The only way to alter this, if my understanding of it is correct,
would be to attack the Act itself and amend the Act.

Hon. Mr. Cuevrier: That is right.

Mr. MurcH: Then this committee has no more power then any individual
to do that.

Hon. Mr. Cuevrier: I would not think so.

Mr. Murca: We could say, in our wisdom, that we thought somebody
should change it, but it does not extend beyond that.

Hon. Mr. Cagvrier: That is right.

Mr. Beauporn: There is only one thing to do and that is to move the
adoption of the estimates.

The Vice CuamrMaAN: It has to be adopted or else a change made, yes.
We have always just approved it so far.

Mr. Rem: To show you how broad-minded I am, I will move the adoption
of the estimate.

Mr. Emmerson: T will second it.

Mr. JackmaN: There must be some reason for this.

The Vice CuAmrMAN: We are passing them every day in the House of
Commons.

Mr. Jackman: Tt was referred specifically to this committee.
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The Vice CHAIRMAN: Oh, yes. The reason for that was that it was tied
in with the C.N.R. to a certain extent. It is a piece of money that goes to the
- CNR. I recall at the time that Mr. Dunning brought this Act in it was

specially stated,

Well, it is tied in with the C.N.R. matter, and you might as well send
it to the committee for consideration at the same time.

That is the manner in which it got here.

Mr. JackmaN: The consideration we give it is whether or not it is too much
or too little. A

Hon. Mr. Cuevrier: I do not think you can change the amount.

Mr. Rem: It is under Act of parliament.

Mr. Jackman: Can we not revise it?

Hon. Mr. Cuevrier: What happens is it is in the estimates which are
now tabled in the House of Commons and referred to the committee of supply.
It was withdrawn from the committee of supply at the request of the House
some years ago and ever since then it has been brought before the committee.

Mr. Hazen: Carried.

Mr. HargNEss: You say we cannot change the amount. That is why
I was asking whether it was a lump sum.

Hon. Mr. Cuevrier: The amount is not fixed by the Act. The amount
is fixed by the freight and the traffic. The Canadian National Railways say
to the government what the traffic is, it is audited by the auditors, and we pay.

Mr. JackmAN: 1 presume this is an opportunity for the maritimers to
ask for an increase.

Mr. McCurrocH: I move that this item be passed.

The Vice CuArRMAN: I should think that Mr. Hazen would second that.

Mr. Hazen: Yes.

The Vice CHamrMAN: All in favour?

(Carried).

No. 378 is:—

Amount required to provide for payment from time to time during
the fiscal year 1945-46 of the difference (estimated by the Boardof
Transport Commissioners for Canada and certified by the said Board
to the Minister of Transport, as and when required by the said Minister)
occurring on account of the application of the Maritime Freight Rates
Act, between the tariff tolls and the normal tolls (referred to in Section 9
of the said Act) on all traffic moved during the calendar year 1945 under
the tariffs approved by the following companies: Canada and Gulf
Terminal Railway.

Then there is quite a long list of railways there, and the amount is $900,000.

Hon. Mr. Cuevrier: This is exactly on the same basis as the other only
it is paid to railways other than the Canadian National Railways.

Mr. Rem: I move it.

Mr. McCurrocs: I second it.

The Vice CaamrMAN: Moved by Mr. Reid, seconded by Mr. McCulloch, that
it be approved. All in favour?

(Carried).
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No. 421 is on page 54. It is the Prince Edward Island Car Ferry and
Terminals: —

Amount required to provide for the payment during the fiscal year
1945-46 to the Canadian National Railway Company (hereinafter called
the National Company) upon applications approved by the Minister
of Transport, made from time to time by the National Company to
the Minister of Finance, and to be applied by the National Company
in payment of the deficit (certified by the auditors of the National
Company) in the operation of the Prince Edward Island Car Ferry
and Terminals arising in the calendar year 1945.

The estimated amount is $713,000,

Mr. Rem: There is just one question regarding that. I see an item in the
estimates for a new car ferry, combination ice-breaker, railway car, highway
vehicle and passenger ferry service.

The Vice Cuairman: That is that capital expenditure.

Mr. Rem: That should be of some considerable help when it gets 1nto
operation.

Mr. VaveHAN: That is a government matter. That is to replace the
car ferry which was lost.

Hon. Mg. CuEvriEr: That is in the course of construction now. It was
voted last year.

Mr. McCurrocH: Was the insurance on that old ferrv carried by the
government or privately?

Mr. VaugHAN: On the old ferry we were fortunate. No insurance was
carried on those boats but we thought inasmuch as she was going out in the
Atlantic around to St. John where she was to be dry-docked we should put
some insurance on her, so we put $1,000,000 insurance on her, which was
collected.

Mr. McCuLrocH: Very nice.

Mr VaucHAN: And turned over to the government

r. Harris (Grey-Bruce): 1 think you are very modest “hen you say
you were fortunate.

The Vice CuamrmaN: What is your will regarding that?

Mr. McCurroce: I move that it be carried.

Mr. Harris (Grey-Bruce): 1 second that.

The Vice CrAmrMAN: All in favour?

(Carried).

Where do we go from here, gentlemen?

Hon. Mr. Cupyrier: Mr. Jackman, do you want to go into Hudson Bay?

Mr. JackmaN: I think I would like to look at it.

Mr. McCurrocH: Stop off at Churchill.

The Vice CualrMAN: Before you do that those items are usually the
Subject of a separate report to the House and are carried in the House separately
from the other main report. It is usually the second report of the committee.

0 you move that this be reported as the second report of the committee?

Mr. Rem: I move that.
(Carried).

“ X - The Vice Cuammanx: The report will be drafted and submltted in the
- Usual way.

Hon. Mr. CHEVRIER: Mr. Jackman there is ]ust one thing I should like
to say about the estimates of the Hudson Bay Railway. The fiseal year is not‘
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the same as that of the Canadian National Railway. We have all the
information that I think you will want. Mr. MacLachlan, who is an officer
of the Canadian National Railways and familiar with the Hudson Bay Railway,
has come down from The Pas to give evidence on it. There may be some
difficulty in comparing the C.N.R. figures with those of the Hudson Bay because
the Hudson Bay is on the same basis as the government accounts.

Mr. JackMAN: March 31st is the end of the fiscal year.

Hon. Mr. Cuevrier: That is right.

Mr. Jackman: Perhaps this is the rallway on which the C.N.R. want
density of traffic.

Mr. VaucHAN: I think you understand the method under which the Hudson
Bay Railway is operated. It is operated by the Canadian National Railways
as agents for the Government Mr. MacLachlan is manager of the Hudson
Bay Railway.

Mr. Jackman: I felt that is was a big bill of expense each year and that
we should inquire into it. We have a demand from certain members of the
House for increased service on it and the opening up of the Hudson Bay route.
I think some of us should know something about it in the House of Commons.

Mr. NicoorsoN: I think this is the first time we have had Major
MacLachlan since I have been on the committee. I wonder if we could have a
statement from him regarding the railway before we proceed.

Hon. Mr. Caevrier: I do not know that Mr. MacLachlan has come down
here to make a statement. He has come down here to discuss the accounts of
the Hudson Bay Railway. That was the question which was raised in the
House of Commons and I think I answered that they would be available when
the committee sat. Had T known before perhaps I could have said to Mr.
MacLachlan that he prepare a statement on the general economics of the railway,
but if it is going to be the custom to call him each year we can do that.

Mr. Jackman: If he should come down. I suppose he could come down
or perhaps the C.N.R. who operate it can answer the questions. I should not
think they would be very many or very deep in regard to it. It is the funda-
mentals of it we want, not the amount of axle grease used.

Mr. Rem: I should like to hear a statement made, if not in thw session
probably in the next, because I have listened carefully every year since I came
to Ottawa in 1930, vnth the exception of the war years, for a statement about
Churchill, and with all due deference to the member who introduced it—and I
think he did right—I have never heard a good reason for carrying it on. If I
represented that distriet I, of course, would bring it into the House and want it
. carried on.

The Vice CaamMAN: T feel sure you did not listen carefully.

Mr. MurcH: It is a quarter to six. I would not want to start on that now
but you can have that information.

Mr. Jackman: Have we not got a balance sheet and operating statement?

Mr. NicaoLsoN: Major MacLachlan has come a long way. It seems
unfortunate to bring him all the way from The Pas without giving him a chance
to say something about it.

Mr. Jackmax: We are all waiting.

Mr. Rem: How long will it take? T will listen to you all day tomorrow
and Sunday, too, but T hope you can finish it before six.

Mr. JACKMAN. Have vou a statement of assets and liabilities and the
operating statement for last year?

Mr. MacLacaLAN: T have got the revenues and expenses for last year.

Mr. JAcKMAN: Just one copy?
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S CIl{on. Mr. Cuevrier: It is ready for distribution and questions might be
asked. :

(Department of Transport report on Hudson Bay Railway appears as
appendix E.)

The Vice CuamrmAN: The questions might be asked, Mr. Jackman, and
then it will be spread on the minutes.

Mr. VaucHAN: It seems to me that this whole thing relates to the
matter of government policy, whether they want this road operated or not.
The point 1s that the lines cannot be operated otherwise. We have been
criticized for not directing more grain to Churchill. We have nothing to do
about it. The grain merchant is at liberty to consign his grain as he wishes.
So long as there is a minimum amount of traffic going through there there is bound
to be a loss.

Mr. Rem: The atomic bomb may change it.

Mr. McCurrocH: Is this the place to discuss that?

Mr. VaveHAN: It is a matter of government policy entirely.

Mr. McCurrocu: This is not the place to go into that, is it?

Mr. VaucHAN: We are running a minimum service, providing one train a
week, and at certain times only one train every two weeks. These are mixed
trains. If you ran a train every month instead of every two weeks you might
save some money, but not very much, because the track equipment and buildings
have to be maintained.

Mr. Jackman: We have succeeded in getting the accounts referred to this
committee, and I thing the C.N.R. people might give us the benefit of their
opinion, as we asked for it, as to what they think of this as a railway from the
taxpayers’ standpoint; is the railway needed; and in view of the traffic and
results, may it not be in the case of certain branch lines which should be
discontinued?

Mr. Berzine: All the results of its operations are here.

Mr. JackMAN: Naturally.

Mr. NicuorsoN: I see the revenue from trade is down a good deal, that is
indicated there on the first page. Could we have some explanation as to
that?

Mr. MacLacHLAN: You are dealing with the 1944-45?

Mr. Nicuorson: Yes.

Mr. MacLacuLAN: In the previous year we handled a great deal of traffic
for the American army. That dropped in 1944-45 with a resultant decrease in
freight revenue. :

Mr. Jackman: Do you expect other decreases for that region?

Mr. MacLacuLaN: Yes. We handled considerable traffic outbound this
year.

Mr. JackMAN: About how much would the normal year show by way of
operating revenue? ;

Mr. MacLacuLAN: It is difficult to say, because wé do not have normal
years. We did handle some grain a few years ago, but is is pretty hard to say.

Mr. Hazen: In the years previous to 1940, 1941 and 1942, what were your
total operating revenues—could you give us the details for those years?

Mr. MacLacHLAN: In 1941-42 we took in $104,985.15; in 1942-43 we
took in $1,102,161.15.

Mr. Hazex: What about 1940-41?

Mr. MacLacHLAN: In 1940-41 it was $113,488.74. 1In 1943-44, $647,941.90.

Mr. Jacknman: We have that here.
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Mr. Hazex: Your figures are for 1942-43?

Mr. MacLacuLAN: That is right there, sir.

Mr. JackmaN: In other words, $100,000—

Mr. MacLacurLaN: —$110,000.00 appears to be about the minimum amount
you get from local traffic.

Mr. Rem: The deficit shown here is the clear deficit on the operation of
the railroad, it is not like the deficit shown sometimes on the C.N., there is no
debt structure in there?

Mr. MacLacaLan: That is right.

Mr. Rem: That is just on clear operation?

Mr. VaveuAN: There is no interest on investment.

Mr. Rem: There is no interest on the investment of $33,000,000?

Mr. VaveaAN: No.

Mr. Jackman: When was this railway built?

Mr. MacLacHraN: It was started in 1909 and finished in 1929.

Mr. Jackman: Was there any year in which you paid the operating costs?

Mr. MacLacHLAN: Yes, in 1942-43.

Mr. Jackman: What would be the net loss on operating account since
1929, to date; or, in each year, if you want to put it that way.

The Vice CHAmRMAN: Mr. Jackman, the reporter has a good deal of diffi-
culty in hearing you as well as Mr. MacLachlan. I think it is because you
have been talking too directly the one to the other.

Hon. Mr. Cuevrier: What was that question, again?

Mr. Jackmax: The net operating loss or profit from 1929.

Mr. MacLacuran: I have it sir. I haven’t got it for 1929, but I have it
for 1935 on.
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5323 SR B R e SR e A L S 285,035.11 &
INB0H0 v0 o e e R Aty cr e 330,382.06 4
TOE0AT o E s s T T e 417,558.50 ok

BT AD. iR T e e P e 459,859 .28 e
{30 5 L A A P O A S A TR L P e 112,120.75 (Surplus)
BT o R R e e s e 347 872.90 (Deficit)
v R R S AN S S e e 564,940.02 =

Our expenses increased very materially.

Mr. Jackman: These increases would probably be due largely to increases
in material costs?

Mr. MacLacuraN: They have increased from 1940-41 up to the present
time.

Mr. Jackman: In the present year you are going to face a diminution of
outgoing heavy business and no sources of new traffic, and you are going to
have an operating loss for the year 1945-46?

‘Mr. MacLacuran: Our budget calls for a deficit of $500,000.

Mr. Hagris (Grey-Bruce): 1f your revenues for the coming year, 1946-47,
are to be $150,000, how much will your expenses be, would there be a drop in
them also?

Mr. MacLacurax: It is difficult to say, if the cost of things continues to
increase we cannot foresee that.
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Mr. Harris (Grey-Bruce): 1 am following up Mr. Jackman’s question; this
year you are going to lose practically over half a million dollars?

Mr. MacLacurAN: We are dealing with the 1945-46 year?

Mr. Harris (Grey-Bruce): Yes.

Mr. MacLacHLAN: Our budget for that is estimated for $500,000.

Mr. Harris (Grey-Bruce): That is pretty nearly your highest. Last year
if was $564,000. I might read you the comparison between 1944-1945 estimates
and the 1945-46 budget. In 1944-45 we took in $150,481 in freight. For 1945-
46 we figure on $146,600, which is a drop. For passenger business, we took in
in 1944-45, $42,074; and for the current year’s budget we figure on $40,000.

Mr. JackmAaN: We have the 1944-45 budget in front of us. Just give us the
1945-46 estimates and perhaps we can write them down.

Mr. MacLacuLAN: Mail, $3,600; express, §7,000; telegraph, $12,000; all
other, $17,000; making a total operating revenue of $226,200.

Mr. Harris (Gray-Bruce): Then what were your total operating expenses?

Mr. MacLacuLAN: Maintenance of way and structures for the current year,
we budget at $365,000; maintenance of equipment, $52,300; transportation,
$180,100; miscellaneous operations, $15,750; general, $26,250; making total
operating expenses of $639,400. We have other expenses which enter into the
picture and that is hire of freight cars, $26,300; rental of locomotives, $37,000;
rent of passenger train cars—$5,575.

Mr. Remp: What is the rent of locomotives? Have you not any locomotives?

Mr. MacLacuaran: We do not own any.

Mr. VavcHAN: The Hudson Bay Railway does not own any railway equip-
ment; I mean any freight cars, locomotives or passenger cars. :

Mr. MacLacuHLAN: Rent of passenger train cars, $5,575; rent of loading
equipment, $26,100; total rentals, $94,975. We get a credit for joint facilities of
$11,375 and other miscellaneous income of $112, making $11,487.

Mr. Jackman: And the deficit is $500,000 approximately?

Mr. MacLacuraN: $500,000, yes.
Mr. Murcu: Have you finished that question?

Mr. JacKRMAN: Yes.

Mr. Murcu: Could you give the committee any idea of the numbers of
military personnel that were carried during the war into this area; and perhaps
while you are at it, if you have it available, the tonnage of defence material?

Mr. MacLacuran: We were not permitted access to those figures except in
a very round-about way, because they were all secret and confidential; but the
total cars needed on account of American army was around 8,500.

Mr. MurcH: 8,500 cars. That is freight?

Mr. MacLacarax: Well, mostly freight. That is the total.

Mr. Murca: My point in raising that, of course, is the fact that it is the
back door to this continent. Allied strategy did give serious consideration to the
threat from the north, and the entrance to it was through the Hudson Bay
Railway. As against the tangible results from the road must be set, during the
1a§t 5 years a very considerable contribution to the defence of this continent. I

hink it is worthy of notice in passing that it is a good thing that those facilities
were there.
. Mr. Nicuorson: Just along that line, I think if we had not had that railway
In service, it is quite possible that the central part of this continent might have
een subject to enemy attack during the war years.
47950—5
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Mr. Harris (Grey-Bruce): Do not let us get into an argument as to the
value of the railway. Just let us keep to the estimates. Somebody has started
arguing whether this thing should be or should not be, and we do not need to get
into an argument about it.

Mr. NicaoLson: Referring only to the deficit of $500,000 a year, it might
look as if it was of no value.

Mr. Harris: Give the committee credit for some intelligence.

Mr. Moore: Fifty years ago we could have put up the same argument in
connection with the C.N.R. and C.P.R.

The Vice CuamrMAN: It is approaching 6 o’clock. Shall we meet again on
the Hudson Bay Railway?

Mr. Hagrris (Grey-Bruce): No. Let us finish.

The Vice CHAIRMAN: I do not know whether we can. It would be fine '

if we could.
Mr. Harkness: I think we should adjourn.

The Vice CuHalrMAN: Do you wish to come back on that, Mr. Jackman,
or can it be finished this afternoon?

Mr. JackmaN: I would endeavour to finish if it is the wish of the committee,
but there are quite a lot of questions I want to ask.

Mr. VaucaAN: We are going home to-night, so if there are any questions you
would like to ask the Canadian National Railways, we shall try to answer them
to the best of our ability while we are here.

Mr. JackMAN: There seem to be many more than myself interested in this.

Mr. Moogrg: I should like to ask the president if he thinks some time in
the future that, with the two or three months that the officials say the Hudson
Bay Railway can be operated with success, it would be possible to put sufficient
produce through the port of Churchill to make the Hudson Bay Railway pay
for itself.

Mr. VaveHAN: That is not a difficult question to answer. If there is suffi-
cient traffic, we can certainly make it pay. The railroad itself can be operated
all the year round without a great deal of difficulty; but as you know, the
Port of Churchill is only open for 3 or 4 months of the year.

Mr. Moore: That is the point I made, as to whether it could be possible,
with 3 months operation of this port, to make the railroad pay for one year’s
operation. :

Mr. VaucHAN: I doubt if you could do it. It would depend entirely on the
velume of traffic going there. It is doubtful if you could make any property
pay on 3 months’ operation.

Mr. JackMAN: There is no other railway in the world that you know of
that was able to make a profit on three months’ operation, in view of the fact
that you are blocked at the outlet and cannot get the stuff moving, apart from
3 months.

Mr. BerziLe: Is it possible to have any in-bound traffic?

Mr. VaucaAN: There has been a little in-bound traffic coming, but the fact
is there has never been very much traffic moving either in or out of Churchill.
Whose fault it is I do not know. I am not prepared to say. Undoubtedly the
line has had a great strategic value from a military standpoint.

Mr. Jackman: Do those cooperatives out west, the wheat pools, have
anything to do with the direction or shipping of the grain, or does the govern-
ment control that?
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Mr. VaverAN: The cooperative wheat pools have a great deal to do with
the shipping of the grain. ;

Mr. Jackman: The cooperative wheat pools on the prarie provinces do
direct the shipment of their own grain according to their own wishes?

Mr. VaveHAN: That is correct.

Mr. Jackman: Do they direct much over this line? It would appear
obvious that they do not. Is that a fact?

Mr. VavgaAN: Mr. MacLachlan, have you a statement on that?

Mr. MacLacuLaN: I have the amount of grain handled each year.

Hon. Mr. Crevrier: I filed that on the discussion of the resolution in the
House. It is already on Hansard.

Mr. MurcH: It is on the record. There is no use of putting it there if you
cannot get ships.

Hon. Mr. CuEvriEr: That is so.

Mr. MurcH: There is a difference of opinion,—an honest difference of
opinion, I hope,—as to why you sometimes you cannot get ships. There is
certainly a difference of opinion as to the length-of time that it is possible
to keep the harbour open.

Hon. Mr. Cugvrier: Up until March of next year we cannot get ships. -
That is assured. The next thing is there is no in-coming traffic. If there is
grain to take out, there is nothing to take in; and ships do not want to go there
unless they have a load both ways. _

The Vice Caamrman: If you had ships, they could not get in right now.

Mr. VaveaAN: The last 6 years is not a fair comparison because it was
impossible to get the ships to take the grain away that was in the elevators.

Mr. JackMmaN: It was not much better before that. In fact it was a wee bit
worse before the war.

Mr. Beauvnoin: There might have been some factors at that time.

Mr. JackMAN: There always are.

Mr. Beavpoin: I understood this railroad was finished in 1929.

Mr. NicHoLsoN: Just at the beginning of the depression.

Mr. BeavpoiN: And went through that period.

Mr. VaveHAN: It seems to me that the traffic which will be developped
there will depend entirely on the extent to which the grain merchants will use
the port.

Mr. NicuoLson: I think we have had a pretty full discussion on the
Hudson Bay Railway report in the House, and unless the members have
something pressing I think we might adopt the report.

Mr. Jackmax: Mr. MacLachlan, there are no substantial decreases in
operating expenses that you think are likely to come about? Maintenance of
way and structures have to go on and they will cost nearly $400,000?

Mr. MacLacuraN: And are increasing rather than decreasing for the
reason your structures were built in 1926 and 1927 and are now reaching
the stage where they require more repair. g

Mr. Jackman: Transportation expense is pretty much dependent upon
volume? ~

Mr. MacLacuLAN: The price of coal and all that has gone up tremendously
and as far as we know may continue to go up.

4795053
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Mr. Jackman: If trains do not run your transportation expenses go down.
That is the other major item in that.

Mr. MacLacuLAN: Except there is a certain amount of expense in con-
nection with transportation that is static. No matter how many trains you
have running you have to keep up your terminals.

Mr. JackmaN: Who put up the money for them?

Mr. MacLacuraAN: The dominion government.

Mr. JackMmAN: And the elevator at the end of it is owned by the government,
too?

Mr. MacLacuraN: It is operated by the National Harbours Board.

Mr. Jackmax: Are there any other capital items in connection with the
Hudson Bay Railway outside of elevators which were paid for by the govern-
ment and which are not included in the items the railway accounts?

Mr. MacLacuran: The elevator does not come in.

Hon. Mr. Cuevrier: They are handled by the National Harbours Board.

Mr. JackMmAN: Are there any other facilities necessary to the carrying on
of the operation in the way of capital assets which are owned by the govern-
ment but not run by the railway? You run the railway; the National Harbours
Board runs the elevators. What about docks?

Mr. MacLacHLAN: And there is the harbour boat.

Mr. JackMmAN: Are there any other items?

Hon. Mr. Cuevrier: There are a number of facilities?

Mr. JackMmAN: Are they of any extent?

Hon. Mr. Cuevrier: No, I listed them the other night in the discussion.

Mr. NicaoLsoN: Where are you giving restaurant service now?

Mr. MacLacHLAN: That means board cars and restaurants. We have a
deficit in that now because we are not allowed to charge more for meals than
previous to the war. The result is we show a small deficit in feeding our own
men and at points like Churchill we cater to the public, too, because there
is nobody else to do it.

Mr. Jackman: I take it we are about to adjourn. I will not detain the
committee now on this. I hope at the next meeting Mr. Vaughan will be able
to discuss how this committee can be most useful, not only in its report to
parliament as the owner of the property, but also any possible usefulness we
might have to the operating officials. As I see it at the present time this
committee in the short time at its disposal cannot really consider the important
matters which are referred to it. I should like for us to analyze our own
activities and see whether or not we should have some change in the reference
from the House and perhaps in the constitution of the committee. I should
like to suggest to Mr. Vaughan, with the permission of the committee, that
we would appreciate any suggestions he might have for us at our next sitting.

Hon. Mr. Cuevrier: The committee can take as long as it wants to
analyse the various reports put before it but the information my officers give
me is that over the past number of years it has taken from two to three days
to dispose of it because the committee can get rid of the work in that time.
If the committee feels it wants to take a week I do not think there will be
any objection from the officers of the Canadian National Railways or from
the chairman. They are at the disposal of the committee.

Mr. JackmAN: All T am suggesting is that this is a very important subject,
and I am not quite sure whether or not we can be of very much use on it.
I feel that this batting around on the reports we have to do—and I will not
say hurrying through because we can take our own time—is not as useful an
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occupation for us as it might be. I think more consideration should be given
to the situation. I am not sure that any improvement can be made but I feel
a certain futility.

Hon. Mr. Chevrier: Do you not think that would be a subject for
discussion when the motion is made setting up the committee?

Mr. Jackmaxn: The House is a very formal body. I think Mr. Vaughan
might have some suggestions for us.

Hon. Mr. CHEVRIER: As I see the thing we are bound by the reference
from the House of Commons.

Mr. Jackman: Yes, but what I am suggesting is if we have some recom-
mendations to make to them they might change the terms of the reference.

Hon. Mr. CraevriEr: I am sure if Mr. Vaughan has any suggestions he
will be glad to pass them on to the chairman or to the minister.

Mr. JackmaN: I am not suggesting that he do it now.

Mr. VaueHAN: Between now and the time the committee meets in March
you would like us to give it some consideration.

Mr. JackmaNn: Yes.

Mr.  Murcu: If that is settled I move we adjourn.

The Vice Cuamrman: Before we adjourn it was said this morning that
we might meet on Tuesday on T.C.A. Since then I understand from the
minister that it has been tentatively arranged that we would have Mr.
Symington here on that day. That is, he will be available if we decide that
is the time. Shall we adjourn until Tuesday at 11 o’clock for the purpose of
taking up the T.C.A. report?

Mr. Jackman: Whenever we set the time it is going to interfere.
Hon. Mr. CHEvRIER: Anything we do will interfere with something.

Mr. JackmaN: It is an inconvenient time but I will not say it is any
more inconvenient than some other.

Hon. Mr. Cuaevrier: We are all in the same position.
The Vice CuAmrMAN: Tuesday morning at 11 o’clock.

The committee adjourned at 6.15 p.m. to meet again on Tuesday, October
30, 1945, at 11 o’clock a m.
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APPENDIX “A”

CANADIAN NATIONAL RAILWAYS
NET OPERATING REVENUE BY REGIONS, ETC—YEAR 1944

Revenues Expenses Net
Canadian Lines
Artlanbic Region .. ciusavsvsonoesivs. $ 52,268,828 $ 49,670,625 $ 2,598,203
T N T e (S RS o M 186,441,170 130,176,727 ,264,
Western Reglon. (5.2 -0i il iiviaaiannss 136,076,849 85,701,640 50,375,208
Common Expenses—such as depreciation,
general administration and provision
CROM 4 RN R MR R R e I e 41,393,275 41,393,275
Express, excluding railway proportion
of revenue included above ........... 9,800,894 9,763,916 36,978
Commercial Telegraph Department .... 6,998,161 6,629,431 368,730
R A e VoL 5w 391,585,902 323,335,614 68,250,288
Tl T SRS TS o SIS e R e e 49,561,608 39,211,429 10,350,179
T e ki R (M N, g e R $441,147,510 $362,547,043 $ 78,600,467

New rails and fastenings-—
various subdivisions .......

Relaying with part worn or
second hand rail-various
sub-divisions .............

Relaying with part worn or
second hand rail-passing and
yard track and business
LT e g R e

Tie plates ......

Rail anchors

Rock and washed screened
gravel ballast ............

Slag ballast ... 0w o iaued
Widening cuts and fills.....
ey v S eI L e el
Tile and wooden base and

other drainage ...........

Improvements to roadway —
Batbaret, o3t i
Right-of-way fence and cattle
guards including planting of
trees and hedges in lieu of
PO o s s & e s
Other tra,cks yvard tracks and
publie business sidings .....
Passing tracks ..............
Provision for traders and in-
dustrial tracks .......05
Roadway machines and road-
way small tools ..........
Roadway miscellaneous ......
New steel bridges or replace-
ment with concrete or steel

New_ timber bridges and
trestles including replace-
IICRBE S St e A % & o3 ni v be

Improvements to bridges ....

Protection of grade and high-
WAY CTOSSINES ...ovevuso..

Stations and shelters — new
and replacements .........

Stations and  shelters —
Betberments ......e.00i.

Freight sheds — Betterments

Section dwellings and bunk
1Y R P P ot A oy

$

APPENDIX “B”
BupGET oF CAPITAL EXPENDITURES FOR ATLANTIC REGION—YEAR 1945
Quebec N.B.

528 § 43,431

27,399 9,907

86,000 113,990

5,000 20,000
50,000

15,025
525

10,565
15,180 36,175
930

14,500
3,300
14,300 7.575
3,500
1,160 58,380
1,000

18,560
6,870 605

A,509 1,375

NS.

986

7,855

53,540
20,400

8,300

1,060

25,230

3,300
370

2,430

6,000
2,900

PEL

4,915

General TOTAL

$ 41917

50,076

13,931 13,931
28,020 28,020
77,920 77,920
253,530

20,400

25,000

50,000

15,025

525

10,565

59,655
5,490 6,420

35,000 35,000
112,934 128,494

>

47,159
3,500

511 ﬁiggf
10,000 10,000
20,990

13,475

6,884
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Quebec N.B. N.S. PEI  General
Pla.-tfqrms .................. 685 3,880 1,288 1,008 TOT;AL
Bulld'lil:]-gs — mew and replace- :

TR v i ala nis Bonssitran s siite 44,400
Express facilities ........... 4,905 6,076 %40’330?
Water supplies ............. 2,541 700 1,841
Fuel stations ............... 3,000 4,500 7,500
gu-lx;gtables ...... iR 5,440 5,440

shpits ...... 4,150 :
Emnh'nnehouse it

DU 8t a5 5 o e 1S A1 12,500 9,750 22,2
Locomotive and car 2

buildings. = v it il 32,416 32,416
Automatic block signals and

interlocking plants ....... 20,005 19,246 39,251
Shop machinery tools and

CQUAPIAEIIE.. & o o5.vs s~ s vane 47,816 900 5,760 34,000 88,476
Purchase of land ............ 3,000 3,000
Provision for completion of .

1944 PrOJOCS «..ovsveeesns 60,722 900 97,763 159,385
General contingency fund.... 90,000 90,000
Provision for retirements. ... 170,000 170,000
Stores  Dept-buildings and

SEIDIIONIE, 5 5«56 aiw 5> azstareis 2,250 2,250

$ 245,160 $557,5561 $173,833 $ 16237 $338,560 $ 1,331,350

APPENDIX “C”
INCOME STATEMENT—YEARS 1929-1944
Canadian National (West Indies) Steamships Lid.

16 Years to
Dec. 31/1945

OPERATING REVENUE
Rreiphit i e R s e SRR b e S e L $ 52,307,957 75
POBECTIEET « ik aDaa s e M S PG A eSS a7t P os 12,303.361 15
Subaidios . civialio ot e P T e IR e AR R 3.273,096 47
Other Revenue ...... S A R iy e e e 934,960 44
CRAYEAE . + Gt (oo 0r 5 o Fa siih srn TR i i SR s A 2,095,510 95
Y e S (S e S S ST gt TR G TS | $ 70,914,886 76

OPERATING EXPENSES
0T BT T e S R S e LA A I sy o G R h 58,993.309 90
Bary iy B XD etNey. 1rd i o Lo s S i e e s i b R S 49,986 74
Management and Office Salaries......coooviiiieininns 1,737,932 37
Rients; Taxes and THSUTRNGCE 550 o« tan vetmsiray dodiol s 144,385 52
Travelling. XDERBEE: . .oty <5k <o bt s s donars 4o sloir o 74,611 93
-~ Printing - and - SEatiONeNy i v s oy € v it vitioelsia sislains 35.427 37
T b m 1) 51 | TS SR SR S e L SR IS B d e e BRI 580,326 88
Postage, Cables and Telegrams....... .. deesecanoss 90,557 26
Office Supplies and Expenses..........ccvcvivennnnn. 294,475 81
PEHSIONS - s 050, W0 e o A S Bl A o b e st o W o1¥ 84,774 53
MiscellamuaoRIS 1 555 3 /s s v A NS 3 S din i S AP e 46,249 92
Inanguration. EXDENEES L2t cianiosioe s dp s sbimaiions sinye as 113,647 06
Tnterest and: BeRBRRER %« S ey Ty a e 5o s 1 s Sis i salels 105,941 34
Total “HEPEORER %o ds -85 nm s ae s SRR e $ 62,351,626 63
Operating 'Profit or Deficit. ... iviv i v vonea ot - $ 8,563,260 13
X Interest on Bonds held by Public...... oo 6,958,611 12
b Bxchangeon b B Un08: 1. 7 s s ve s g o iy 275,733 34
1 Other Interest due Public...........ccviaiaidiaaia.. 505,411 15
Amortization. of Diseounts. it asiunss <o cailtnn s sy 77,362 00
Barplog or: TERCIL. ;35 i anenidis PRI L s o= St $ 746,142 52

OTHER CHARGES

Ao rtiZon DE D ISR 37 PRt T D e e e s s e & e Satke n's S e
Interest due GoverDmENt iy ovm iy oy coonian snivsss jansis 4,190.615 86
DeprecTatinn OTF V ORSEIS: s v« oo v cs oo s Sals s v eins oy s 4,625,588 17

NetAncome Defleibv, it sns oserivhsies $ 8,070,061 51
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APPENDIX D

For the information of the Committee:

The policy of Canadian National Railways with regard to accounting for
depreciation of its properties is as follows:

Equipment

Prior to 1940 the practice was followed of charging to operating expenses
the loss on equipment destroyed.or worn out in service at the time the units
were removed from service. In 1940, resulting from consideration of the
probability that under war conditions retirements would be held to a minimum,
and of the desire to have the accounts for each year bear their proportionate
share of equipment retirement costs irrespective of the date of retirement, the
Railway adopted depreciation accounting for rolling stock and floating equip-
ment owned by its Canadian Lines, effective from January 1, 1940. Similar
practice had been in effect on its lines in the United States for some time under
the accounting regulations governing U.S. railways, so that the action taken in
1940 brought the method of accounting for equipment retirements throughout
the system into uniformity with the standard practice followed by U.S. railways.

The depreciation rates made effective in 1940 were established on a con-
servative basis with the intention that they would be reviewed from time to
time and adjusted as considered necessary in the light of subsequent experience.
It was soon evident that due to the heavy demands of war-time traffic there was
a rapid acceleration in depreciation and the provision in the accounts for
depreciation was increased accordingly. This was accomplished by establishing
the relationship of depreciation charges taken up in 1940 (the base year) to the
traffic for that year and maintaining that relationship to the traffic for each of
the years 1941 to 1944. Under this arrangement the depreciation charges
exprelssed as a percentage of investment in equipment for the System have been
as follows:

1940 1941 1942 1943 1944

Sl Y 3.85 4.31 4.16

Since under post-war conditions there will not be the same intensive use of
equipment, it has been decided that effective January 1, 1945, Canadian National
would make provision for depreciation by applying to its total investment in
Canadian Lines equipment the average of the depreciation rates used by Class 1
Railways in the United States and a rate of 3% per cent of investment was
adopted accordingly.

The procedure when equipment is retired from service is to charge to the
depreciation reserve the loss on the units retired represented by the value at
which carried in the investment account less salvage recovered. In the United
States, where depreciation accounting for equipment has been practised for
many years and substantial reserves are available, this charging of the entire
loss to the reserve is unlikely to result in any considerable depletion of the
reserve in relation to the investment in respect of which it is provided. Obviously
in the case of C.N. Canadian Lines, where depreciation accounting has been in
effect for a relatively short period, the charging to reserve of the considerable
amounts of past accrued depreciation (prior to 1940) could have a serious effect
on the reserve created to provide for the depreciation which has taken place
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since. It is therefore proposed that in 1945 and subsequently the proportion of
loss on equipment retirements applicable to the period prior to January 1, 1940,
shall be dealt with in the accounts as a capital loss and charged to the Proprietor’s
Equity Account (equivalent to a charge against profit and loss account in
ordinary corporate accounting) and the proportion of loss subsequent to that date
shall be charged to the depreciation reserve. This procedure would be on all
fours with the practice followed by U.S. railroads when depreciation accounting
was adopted by them i.e., the proportion of loss applicable to the period prior
to the date depreciation accounting was adopted was charged to profit and loss
account and the remainder was charged to the reserve account.

Fized Property

Under the accounting regulations governing U.S. railways depreciation
accounting for certain classes of fixed property became mandatory effective
January 1, 1943. The classes of property include buildings, stations, shops,
bridges, etc., but exclude the track structure (rails, fastenings, ties, ballast), the
loss on retirement of which latter is charged to the appropriate accounts in
operating expenses. Prior to 1943 the U.S. railways as a whole had strenuously
opposed depreciation accounting for fixed property but their attitude was changed
as a result of the sharp increase in corporate income and excess profits taxation
under war conditions. The U.S. Lines of the Canadian National conformed to
this accounting requirement, but on the remainder of the C.N. System retirement
accounting which was followed by U.S. railways up to January 1, 1943, is still
in effect. Under retirement accounting the loss on units of property retired from
service is charged to operating expenses at the time the unit is permanently
taken out of service. The decision not to adopt depreciation accounting for
fixed property of C.N. Canadian Lines was based on the fact that the adoption
of depreciation accounting for fixed railway properties constituted an important
departure from a long established practice and the view that it was desirable
to defer further consideration of the matter until the experience of U.S. railways
became available. Another feature considered was the large .amount of work on
the part of technical officers of the railway that would be involved in compilation
of the data necessary to enable its adoption, which it was felt should not be
undertaken under the heavy demands made on railway personnel as a result of
war-time conditions.

Attention is directed to the provision made in the accounts since 1940, in
amount of $34,000,000, for maintenance of fixed property and equipment which
has had to be deferred due to the difficulties in obtaining labour and material.
This sum includes provision for the loss chargeable to operating expense for
fixed property the normal retirement of which may have been deferred under
war conditions.
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APPENDIX “E”

DEPARTMENT OF TRANSPORT
HupsoN BAY RAILWAY

Consolidated Income Account Fiscal Year 1944-45 and Fiscal Year 1943-4%

Fiscal Year Fiscal Year
194445 1943-44
RAILWAY OPERATING REVENUES
L e P R e g e M e i SR $ 150,481 22 $ 459,895 30
e T RS IE S e R S S R R e e 42,074 39 110,045 23
L R R R G BN o o R R e S il 0 R L 3,654 22 5,204 96
LT R o R AR I e P P PR B S 6,601 50 15,271 32
REIBTaDNS =3 i e vrs aneaiidons L A F I IO R 21,704 54 27,066 42
AN OB 5 i s e S R o i 21,713 25 30,458 67
Fotal Operafing ReVenNesy. /i vyt deiss oois Cnassness $ 246,229 12 $ 647,941 90
RAILWAY OPERATING EXPENSES

Maintenance of Way and Structures ...........cooevee. $ 396,331 54 $ 371,855 57
Maintenanee of BGuiDRent ... ou <o e oo omvns g 52,984 96 69,455 52
R AREDOItAOR: - ot LT s T ek e e wiae s AN s 4 8 216,307 65 329,546 91
Migcellancons - DNerations v o s ducs vis Uxileis siieds 4oiva 18,943 53 4,958 56
LB e M e e Wl A Pl e Rl B T e i 26,580 54 28,463 37
Total Operating EXpenses. .. ... icscuicessesssnses $ 711,148 22 $ 804,279 93
Nt Operating REVenUe. .. . ovcorssassinseissss $ 464,919 10 $ 156,338 03
T T G e R AR R T e R $ 3,684 38 $ 3,010 42
Railway Operating Income.................. $ 468,603 48 $ 159,348 45

Equipment Rentals
Hire of Freight Cars—Debit.........cccivinerennn. $ 31,058 97 $ 67,350 73
Rent-for TOtomotines =5 o it ot e sty ns 0 5 mu s 43,965 25 77,825 04
Rent for Passenger Train Cars .::i.ccicoviveesneves 4,807 86 15,822 73
Rent’ for Work Equipment .. coe s oo onsssnsines 28,178 38 39,736 26
Total Equipment Rentals........icccovevneunnn. $ 108,010 46 $ 200,734 76
Joint F-écili,ty REntE I Tatil e oot o s o iy s $ 11,510 00 $ 12,010 00
Miscellaneous Rent Income—Credit................. 163 92 200 31
$ 11,673 92 $ 12,210 31
Niet DeReltl . ol | ol et G v ees b e s $ 564,940 02 $ 347,872 90

HUDSON BAY RAILWAY
RAILWAY OPERATING REVENUES AND EXPENSES

Fiscal Year Fiscal Year
i 1943-44
RAILWAY OPERATING REVENUES

Freight: ... . .~ $150,481 22 $459,895 30
Passenger ... b 42,074 39 110,045 23
Baguage < & ie oo s i s 447 94 624 12
Sleeping Car o e 3,081 35 6.749 70
R AL e s i i o s e e P B e S SRR s o Wi TG e 3,654 22 5,204 96
ISR e s e gt e R SN B e e A e 6,601 50 15,271 382
AT T o n | e FR AT S . W e L S 283 69 293 32
e o W il o S oat s e P ol ot 8 s W s e 206 16 641 61
e S SRR S TR b PO S LR 600 60 4,000 00
Damine and boffet © S s it L Sl s e 1,238 90 1,172°22
T T R e R s M R g gy R D e a3 e S e 1
Station, train and boat privileges ...........coiiiiinn 688 58 673 33
Storage-Frelght ....................................... 25 14 70 05
G T g e e Sl e SIS e e S TR R e 131 16 3,743 06
Telegraphs ........................................... 21,704 54 27,066 42
0 R I, T e Y e S e e PR R e Ay 541 63 7,561 00
Rents of buildings and other property .................. 2,319 76 4,193 97
T 7o, e P T R e o) 1,128 39 736 29

Fotal Operating Revenuen ;5. lvnsaisi s coee s smphsss $246,229 12 $647,941 90
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HUDSON BAY RAILWAY
RALWAY OPERATING EXPENSES

Fiscal Year Fiscal Year
1944-45 1943-44
RAILWAY OPERATING EXPENSES
Maintenance of Way and Structures ...........e00uu... $396,331 54 $371,855 57
Maintenance of Equipment ........c.cevveeveiccennesss 52,984 96 69,455 52
T LSNRROTERLION. & 1500 bt a0 55 Tl v S i A ST e S e 216,307 65 329,546 91
Miscellaneous Operations. . .......i.c.cseeceseocsssssnos 18,943 53 4,958 56
el 5 i A R U i D S ety 26,580 54 28,463 37
Total Operating FXDBRBEs: . - .5 . vovvonsiarsnescnnns $711,148 22 $804,279 93
NG R varnl s s e g o e e $464,919 10 $156,338 03
Maintenance of Way and Structures
Superintendenee. it . o iUt ok s ks e is $ 30,057 24 $ 82117 52
Way MAEGENAICE  cc o s's ynoisssdunssensaia 69,356 05 656,721 40
Bridges, trestles, and culverts ................ 13,361 22 6,588 73
ROR < o et T b e d s BN e Vi e e b 39,173 69 21,127 54
I R S AP e WS S et e 28 69 69 69
Otier track MWaterial i, S i aiidsian s s untis 1,180 31 1,613 62
R HBEE: - Tt il i S e s T a s A 24,274 69 098 82
Track laying and surfacing .................. 156,616 83 151,192 01
Fences, snowsheds and signs ................. 151 46 70 59
Station and office buildings .................. 9,253 18 6,257 64
Roadway: buibdingn o & vt odl . Pee it e h e 2,843 56 1,842 59
Wiator shabions. i it atsaw Siutsdtss i b s ast 5,193 24 2,349 99
TR e A e e = LA - SR 1,207 89 73 42
Shops and enginehouses ..............oc0e.nn 1,195 72 1,462 53
Telegraph and telephone lines ............... 7,855 60 7,233 72
Boadwas tnaehines o . o sers st e e s s 2,995 41 9,859 49
Small tools and supplies .........ccoceenenans 13,048 56 14,721 17
Removing snow, ice and sand ................ 19,925 48 7,033 13
B P AR R o S U GRS SR e, SR SR 2,987 50 10,5000 15
Stationery and DrIDMIOE=cvs vr s s aluasioss SaTur e s o e yms 87 95
Maint. jt. tracks, yards, ete., Dr......cccuuunn 1,087 58 1,460 14
S Maint. jt. tracks, yards, ete., Cro.....ooovuenn 5,462 36 6,010 00
55 Protective SeTVItes .= .. oeciessassoponssnsiosas g 383 73
3 Total Maintenance of Way and Structures $ 396,331 54 $ 371,855 57
Maintenance of Equipment
HUDBIBEIABIOE .0 isric v s ¢ sinssiale s s s vi v $ 3,991 81 $ 3,781 82
Shop machinery — Repairs .......cccvvuvnnn. 1,365 61 3,871 06
Power plant machinery — Repairs .......... 16 78 2,008 74
Steam locomotives — Repairs ............... 30,048 41 38,060 35
Freight-train cars — Repairs ............... 1,126 69 2,724 47
Passenger-train cars — Repairs .............. 8,790 41 3,067 53
Work equipment — Repairs .....icoovveeunnn 5,152 97 7,714 89
T 1] R PR i RS SR A T A e 943 42 3,355 54
Other XDBNNER S TN s ras s doeis s S Cwas e 1,548 86 4,781 12

Total Maintenance of Equipment .......... $ 52984 96 $ 69455 52
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HUDSON BAY RAILWAY
RATLWAY OPERATING EXPENSES

Fiscal Year Fiscal Year
194445 194344
Transportation Rail Line
DUDOTIDIENOCRER. . « ¥ 5%l s a0 - X 48 4= v 550 snd sadd sopesomgess $ 22,037 03 $ 20461 56
LN IERALCHINE SIS s Rr S s &5 3 5 s S s B e sts ya s e s e 4408 60 12,721, 85
B e GTDION R |35 58 SR B Lo~ ad ot Ao pie DR s s e 19,992 77 27,975 57
Station supplies and eXPENSES ...::..ccotceetsrovesasnniane 7.216 48 8,774 65
Yardmasters and yard clerks. ... .ivicciriioivaiiniiiocens 238 77 4,174 85
Yard conductors and brakemen ......i....cocieiiiiinneaenn 55 83 4,718 89
Yard switch and signal tenders .........ccciiiiiiiiieiaecn 15 63 96 24
BT BT T o e A SRR R RS SR S E B S SR, 44 50 3,382 78
Yard switching fuel ........ S T e 7,257 47
Water T0I vard. LoCOROLIVE s = ab i o a5 s m s ais e sgeiaisses SRy e o Ry 81 74
Other supplies for yard locomotives.........coesveanvevenns 33 41 261 90
R NchGise -CRDENEER—XAI0 . i vy iy o a Sy n s pt v s WA R oo By ~diae SAN 795 85
Nard supplics: and BXDenNBeNI iy < is% crvsasai oot cindennbng 31 06 130 02
Operating joint yards and termimals—Dr. .................. 11,627 48 12,867 63
PP IIE OO DO (o « S saio diee « S5 w4 & g e oot e we SRS 16,769 17 26.814 92
I S L o e R L o e s W L b e s 51,278 43 90,065 00
Waater for idain  1os0MOBIVES. .« .. . consivnes a4 e e disiivie 28,170 99 30,371 13
Imbricants for frain locomOtIVes. . i. ..l ivieavvsviesoasasise 81 57 196 65
Other supplies for train locomotives........ccceviniviuiannnn 44 54 197 56
Enginehouse expenses—Train .....cvoveiieiieieierioneeanins 8411 73 13,023 42
T e N e S e o R R SRR T T T B e 23,388 24 34,912 60
Prain supplies BNd EXDenBeB. , Tv.. s st vaumss s ondv e siones 20.234 99 26,994 39
O peratANE Rl . CATE i s aaTin s o 54w s woe b s O e e iaate o o e 1,179 78 1,232 03
DI WD T RC S OUCTIREION 5 s xiot oy ess 6 3ms s ol v o oo e ot aloe 116 36 83 37
S I TONETY - T PTIRbIOE - o s s oo o Sa s sns § s s 2o o5 in 5 ok S e iaes 683 95 797 06
Glodr g WREENEE -5 ) o anss s o oraiss 3o S e e e s S e e e 31 27 781 27
Tioss and. damage—Freight. .. corsore ot vnsveionsiosasos 304 15 376 51
Total Transportation Rail Line.......ccoceaveven-. $ 216,307 65 $ 329,546 91
Miscellaneous Operations
Dining ahd DUt METVICO. i v biiiduiivie s seschrodts aesasne $ 1,863 89 $ 1,906 10
Restaurants and Boarding Cars..........cocoivcivccncnncns 16,402 45 2,224 16
Brodieng - Power - Bold . ; s i A ERET it ol N s s ndun 677 19 828 30
Total Miscellaneous Operations..........ccceeuveenns $ 18,943 53 $ 4,958 56
General

Salaries and expenses of general officers............coouunn. $ 12,000 00 $ 12,766 00
OB, s S e e g e o e e S e 14,580 54 15,697 37

GOl Dt e s T s b b e $ 26,580 54 $ 28463 37
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=5 ERRATA ,
Mr. T. H. Cooper, Vice-President and Comptroller of Canadian National

Railways, was inadvertently shown in previous issues of the Minutes of Pro-
ceedings and _Evidence as Comptroller of the Canadian National Railways.



ORDER OF REFERENCE ~

MoxpAy, 29th October, 1945.
Ordered —That the following Bill be referred to the said Committee:—
Bill No. 21 An Act to amend the Trans-Canada Air Lines Act, 1937.
- Attest

ARTHUR BEAUCHESNE,
Clerk of the House.






MINUTES OF PROCEEDINGS

Turspay, October 30, 1945.
Room 429

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

Members present: Messrs. Clark, Beaudoin, Emmerson, Gibson (Comoz-
Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, Maybank,
McCulloch, (Pictou), Mutch, Nicholson, Reid, Shaw.

Honourable C. D. Howe, Minister of Reconstruction, was also present and
took part in the proceedings.

In attendance: Officers of Trans-Canada Air Lines: Mr. H. J. Symington,
CM.G., K.C,, President; Mr. W. F. English, Vice-President; Mr. T. H. Cooper,
Comptroller; Mr. W. S. Thompson, Director of Public Relations.

Auditors: Mr. O. A. Matthews and Mr. F. M. Stone of the firm of George
A. Touche & Co.

Officials of the Department of Transport: Mr. C. P. Edwards, O.B.E.,
Deputy-Minister; Mr. R. H. Lang and Mr. A. B. Hopper.

The Committee considered the Annual Report of the Board of Directors
of Trans-Canada Air Lines for the Calendar year 1944. Mr. H. J. Symington,
President, was called and presented the report. Questions thereon were asked
and were answered by Mr. Symington.

The discussion on the said report was adjourned to the next sitting,

At 1.55 o’clock p.m., the Committee adjourned to meet again this day at
4 o’clock p.m.

The Committee met again in the afternoon at 4 o’clock. Mr. S. Murray
Clark, Chairman, presided.

Members present: Messrs. Clark, Beaudoin, Emmerson, Harkness, Harris
(Grey-Bruce), Hazen, Jackman, Lockhart, Maybank, McCulloch (Pictou),
Mutch, Nicholson, Reid, Shaw.

Honourable C. D. Howe, Minister of Reconstruction was also present and
took part in the proceedings.

In attendance: The officers of Trans-Canada Air Lineg, oﬁic§a1§ of .the
Department of Transport shown as in attendance at the morning’s sitting with,
In addition, Mr. G. Herring, of the Post Office Department.

The Committee resumed from the morning sitting consideration of the
Annual Report of Trans-Canada Air Lines for the calendar year 1944.

Mr. Symington was further heard and was assisted by Mr. English and
Mr. Cooper. :

On motion of Mr. Reid the said Report was adopted unanimously.

At six o’clock p.m., the Committee adjourned to meet again at 4 o’clock
Pm., Wednesday, October 31, 1945.

ANTOINE CHASSE,
Clerk of the Committee.






MINUTES OF EVIDENCE

House or CoMMONS,
October 30, 1945.

The Standing Committee on Railways and Shipping met this day at 11.00
o’clock am. The Chairman, Mr. S. M. Clark, presided.

The CuarmaNn: I think at the last meeting when we adjourned it was
understood that we were to take up T.C.A. matters to-day. On the other items
that we have dealt with the procedure that we used was to have the president
read the report. Would it be in order to have Mr. Symington read the report
this morning before going into the balance sheet, and so on?

Mr. Rem: Agreed.

Mr. SYMINGTON:

TRANS-CANADA AIR LINES

MonNTREAL, March 15, 1945.
To the Shareholders:

The board of directors submit the annual report of Trans-Canada
Air Lines for the calendar year 1944.

In its seventh year of public service, Trans-Canada Air Lines
continued to mature as an instrument of national development, while
devoting its energies to the immediate requirements of a wartime econ-
omy. The period was one of intensive planning for a time when the air
line will not only multiply its domestic services but also, as the sole Cana-
dian agency designated by the government to operate international air
services, extend its operations beyond the nation’s frontiers.

At the British Commonwealth conference in Montreal and at the
world conference in Chicago, where government representatives met to
draft the future of world civil aviation, the company participated directly
within the frame-work of the Canadian delegations. It is too early to
assess the results of those discussions as they relate to T.C.A.’s activities,
but the organization stands ready to accept whatever new responsibilities
may be required of it. :

Passenger, mail and express traffic was close to the capacity of the
air line. There was a notable expansion in the Canadian government
trans-Atlantic air service, an operation conducted by the' company for
the primary purpose of transporting mail to and from Canada’s armed
forces overseas and of trahsporting essential and critical war materials.
Work performed for the Royal Canadian Air Force and the British
Overseas Airways Corporation was substantially increased during the
year. ;

In July, flights were rerouted in the maritime provinces to bring main
line operations closer to the New Brunswick cities of Fredericton and
Saint John. A direct service was also provided between Halifax and
Sydney, Nova Scotia.

Trans-Canada Air Lines intends to increase both transcontinental
and inter-city schedules as rapidly as the availability of necessary per-
sonnel and equipment will permit.

181
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A direct operation between Winnipeg and Edmonton waits only
upon the installation of airport and airway facilities along this route.
The shortening of the transcontinental line by flight across the Great
Lakes awaits equipment and airway facilities.

Plans for international flight, other than the present trans-Atlantic
service, are still tentative; but the West Indies, South America and the
Pacific are areas of admitted interest to the company. The newly agreed
on T.C.A.-operated routes between Canada and the United States will
be serviced as soon as war conditions permit, these lines being: Halifax-
Boston, Toronto-Cleveland, Toronto-Chicago, Port Arthur-Duluth,
Victoria-Seattle, and Whitehorse, Y.T.-Fairbanks, Alaska. The T.C.A.-
operated route Toronto-New York has been in operation since 1941.

Following the decision of the Canadian government to undertake the
manufacture in Canada of a Douglas DC-4 type of four-engined aircraft
engineered to meet special requirements, Trans-Canada Air Lines, as
the intended user of the equipment, has maintained close liaison with the
manufacturer and its designers.

In 1944 the number of passengers carried increased by 12%, air
express volume by 4% and air mail volume by .3%. The growth was
not as great as in former years, but had the company possessed the
equipment and personnel, more traffic could have been handled.

RESULT OF OPERATIONS

1944 1943
Operating Revenues ..........ooiveeiuunnn. $10,314,941 $ 9,379,501
Operating EXPensen i - 4 oS dndiine s s ievy 10,070,807 8,974,902

$ 244134 $ 404,599
Income Charges and Interest on Capital
Hiesteditim s e e il 236,725 256,710

S g - SR R s AT sty 2 U L Y $ 7409 $ 147,889

Operating revenues totalled $10,314,941, an increase of $935,440 or
10% over the previous year. Passenger revenues increased $243,168 or
6% ; mail revenues increased $286,588 or 8% ; express revenues decreased
$3,848 or 1%; revenues from incidental services inereased $419,331 or
33%. The 1944 rate of compensation received from the Post Office
Department for the carriage of air mail was 42.03 cents per plane mile
flown, as compared with 42.90 cents in 1943, 45.57 cents in 1942, 48.16
cents in 1941, and 60 cents in 1940. Mail revenue contributed 37% of
the total revenue, as compared with 37% in 1943, 44% in 1942, 53% in
1941 and 62% in 1940.

Operating expenses totalled $10,070,807, an increase of $1,095,905
or 12% over the preceding year. Principal factors here were the cost of
additional traffic and services, increased cost of labour and materials, a
major programme of aircraft and flight equipment overhaul, and deve-
lopment in preparation for expanding operations.

After the payment of interest on the company’s capital and other
income charges the surplus for 1944 was $7,409.

ROUTES AND SERVICES

At December 31, 1944, Trans-Canada Air Lines (exclusive of the
trans-Atlantic operation) was providing service—air mail, passenger
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and express—over routes totalling 5,299 miles between the Atlantic and
the Pacific seaboards. This was an increase in route mileage of 396 miles
as compared with December 31, 1943. The routes now operated are
as follows:

Miles
Halifax-Victoria (via Moncton and Toronto) ........ 3,303
B NS Y ae N s PSS n b s D R s e R e s 201
Halfax BhHesvile ;. o i in 5 me Tais i s s - egb e e 172
Moneton-St. John’s, NHA: . atcs v it essokbom vame 751
New Y ork-Aorontn: o ictiih i i s e e o v 365
PO onto-WANAROTEF 7onieas S s as o N 3o A sl ate diamid 206
Liethbridge-Edmonten:. . & s s dia i s fapi cunan s vas 301

5,299

Daily scheduled miles flown amounted to 26,264 at December 31,
1944, as compared with 25872 at the close of 1943, an increase of 392
miles. During the year, 10,034,805 miles were flown, as compared with
8,963,786 in 1943, an increase of 1,071,019 miles.

On July 1, one round flight that had previously moved between
Montreal and Halifax via Moncton was rerouted to pass through
Blissville, New Brunswick, an airport accessible by highway to both
Saint John and Fredericton. This action was designed to bring main
line operations as close to the two cities as is at present possible. Neither
yet possesses the airport facilities to permit local T.C.A. stops.

Also, on July 1, daily flights linking Halifax and Sydney were
inaugurated.

Atlantic Service

With the provision of additional Canadian-built Lancaster aircraft
in 1944, the Canadian government trans-Atlantic air service was able
to accelerate its carriage of mail to and from the armed forces overseas
and of priority passengers and freight. Over one million pounds of mail
were carried during the year. To cope with the expanded schedules it
was necessary to enlarge maintenance staff and facilities at the Montreal
terminal and to increase the number of flighterews. A standard T.C.A.
meal service was provided for passenger comfort. Over a direct route
of approximately 3,000 miles between Montreal and Great Britain,
operational frequency is three round trips weekly at present. More
aireraft will enter the service and schedules will be further developed.

Passenger Service

Revenue passengers carried by Trans-Canada Air Lines, apart from
the Atlantic service, numbered 156,884 in 1944, as compared with 140,276
in 1943, an increase of 16,608 or 12%. The average passenger journey was
538 miles, as compared with 560 miles in 1943.

Passenger revenue per revenue passenger was $28.41 and per revenue
passenger mile 5.28 cents, as compared with-$30.04 and 5.37 cents
respectively in 1943.

Air Mail Service

The volume of air mail carried by Trans-Canada Air Lines in 1944,
apart from the Atlantic service, was approximately the same as in 1943.
During the year, 3,739,105 pounds of mail were moved as compared with
3,726,607 pounds in 1943. Mail revenue per pound mile was 1.08 mills,
the same as in 1943.
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Air Express Service

Pounds of air express carried increased from 821,606 in 1943 to
856,016 in 1944 but the average haul was shorter. The carriage of cargo
by air continued to be vital to the nation’s war effort.

Airway Facilities

Despite wartime scarcity of labour and materials, the Department
of Transport continued throughout 1944 to improve the runways, field
facilities, airport lighting and navigational aids required for the safe
and scheduled conduct of air operations.

PROPERTY AND EQUIPMENT

The company’s plant and equipment have been well maintained and
are in good condition.

Flight equipment (exclusive of the Canadian government aircraft
used in trans-Atlantic Service), as of December 31, 1941, consisted of:

Twelve Lockheed 14-08 aircraft, equipped with two Pratt and
Whitney Twin-row Wasp engines, each of 1200 horsepower.

Fourteen Lockheed Lodestars, equipped with two Pratt and Whitney
Twin-row Wasp engines, three of which were purchased in August.

A heavy programme of major overhauls was carried out in accordance
with the company’s policy of keeping all T.C.A. aircraft at the height of
operating efficiency. '

New flight procedures were adopted after extensive surveys and
studies with a view to reducing fuel consumption and prolonging the life
of equipment.

With modification of the Lodestars’ heating systems completed, a
similar programme was extended to the 14-08 aircraft.

At Winnipeg the company occupied a new building, a hangar and an
office annex. These provided much-needed additional accommodation for
the company’s operations headquarters.

An extension to the Moncton hangar, completed in 1944, doubled the
floor space.

The first frequency-modulated radio circuit to be applied to com-
mercial operations in Canada was installed by the company between
Vancouver and Victoria. Two-way voice contact is provided, with the
simplest of operation and without static.

For the better servicing of passengers, T.C.A. ticket offices were
established in Moncton, Lethbridge, Saint John and Sydney.

To effect an improvement in reservations service, the western reserva-
tions control office was moved from Winnipeg to Edmonton. The Atlantic
reservations control office was transferred to new and enlarged Halifax

_premises. '

PERSONNEL

As of December 31, 1944, 263 male employees and 16 female employees
of Trans-Canada Air Lines had enlisted in the armed forces. Of these,
14 had lost their lives.

Total personnel of the company, as of December 31, 1944, was 2,790.
Women comprised 33% of all employees engaged in the domestic services,

.as compared with 35% at the end of 1943. Thus, for the first time since
the outbreak of war, the proportion of female employees showed a

decrease. Women continue to perform with efficiency many duties within
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dispatch and station service were furnished for the operations of the
the company, but they are being gradually replaced by men released from
the air force and other services.

As a result of its agreement with the R.C.A.F., the company continusd
to receive air force flight personnel who had completed their tours of
operational duty overseas. For these men, T.C.A. conducted six training
classes during the year and thirty-eight pilots graduated and were posted
to T.C.A. service. The programme will continue at an accelerated pace.

Instruction is also being carried on by T.C.A. of discharged air force
personnel as radio operators, dispatchers, station and traffic agents and
in other capacities.

£ SPECIAL WAR ACTIVITIES

At Montreal, a large T.C.A. staff continued to maintain, service and
convert the Liberator aircraft employed by British Overseas Airways
Corporation on the north Atlantic return ferry. service, as well as the
aircraft of the Canadian government transAtlantic air service. Increased
frequency of operation by both of these services in 1944 made it necessary
to procure and train additional personnel. There were 553 employees
engaged in this work at Montreal at December 31, 1944, as compared with
286 at December 31, 1943.
War contract work in the Winnipeg shops included overhaul of
i military aircraft, engines, propellers, instruments and accessories. With
e the close of the commonwealth air training plan this work has now been
; terminated.
T.C.A. facilities were, throughout the year, placed at the disposal of
_ military aircraft in need of servicing. In particular, radio coverage,
‘ dispatch and station service were furnished for the operations of the
j R.C.AF. communication squadrons.

THE STAFF

The directors again record their appreciation of the loyal and efficient
services of the company’s officers and employees, who have made it
possible for Trans-Canada Air Lines to continue its vital services to the
nation at war. They record their pride in the devotion and battle achieve-

B ments of the members of the staff in the fighting forces. To the families of
those who have lost their lives in the service of their country they extend
their deep sympathy.

Then follows the balance sheet and the expense items which I suppose you
want to discuss rather than read, Mr. Chairman?

The CuamMAN: That is right. Gentlémen, have you any general questions
to ask Mr. Symington before we go into the detailed financial reports?

Mr. Rem: If you will go back to page 5 there are some questions I should
like to ask Mr. Symington. In the third" paragraph it speaks of the British
Commonwealth conference in Montreal and the world conference in Chicago.
How many countries attended the world conference? How many countries were
represented ?

Mr. SymineTon: In Chicago?

Mr. Rem: Yes.

Mr. Symingron: Fifty-three.

Mr. Rem: May I ask if Russia was represented?
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Mr. SymineroN: Russia was not represented. They had representatives
there but they were not members of the conference. Russia, as you know,
proceeded as far as Winnipeg and turned back, but they sent observers there.
I saw a good deal of them, including their reporters, and in reporting that
conference they sent two million words direct to Russia relative to the confer-
ence, but they were not members of it.

Mr. Rem: This has nothing to do with the question but one is always
afraid to ask any question about Russia in case he be called anti-fascist. There
has developed in this country a feeling on the part of some people that if you
ask any questions about Russia you are against it, but I am interested in Russia
because I understand that no planes are allowed to land there?

Mr. SymincToN: That is correct.

Mr. Rem: I am wondering if the same concession is granted her by other
countries and why she refuses. If there is going to be co-operation there should
be co-operation all around.

Mr. SymingToN: There are only two ways in which, as at present advised,
they can fly into other countries. Either they come into the conference, sign
the convention, get the rights that every nation gets and give the rights that
every nation gives or else they must enter into a bilateral agreement between
themselves and any other country. Perhaps I am getting out of my sphere but
I would assume that no country would agree to let Russia fly in unless Russia
agreed to let other country fly in, but that is the position at the moment. They
have rights in no country and no country has rights in their country.

Mr. Suaw: Did Russia give any specific reason for not participating
officially ?

Mr. SymincTon: They gave no reason whatsoever.

Mr. Suaw: And there has been no follow-up information that might indi-
cate the reason for it?

Mr. Symixneron: I think everybody has been trying to find out. I think
there probably have been discussions in state departments and that sort of
thing, but so far as I know no reason has ever been given.

Mr. Harris (Grey-Bruce): Do I understand you to say they have not
entered into an agreement with any country at all?

Mr. Symineron: That is my understanding.

Mr. Harris (Grey-Bruce): Since the Chicago conference?

Mr. Symixeron: They are not flying into and no foreign country is flying
into their country.

Mr. JackMAN: As a result of this conference in Chicago, and I suppose
the present conference in Montreal, what more does Canada want that we
have not got yet by international agreement?

Mr., SymincroN: When you ask me what Canada wants I do not know. I
know what I want, and that is that the points, which were very narrow, upon
which we failed in Chicago to bring about what was to my mind the finest of
achievements by getting a universal convention of these nations, should be
cleared up. We missed out by reason of a very narrow difference between two
countries of which I need not speak. I thought those two countries stood
to gain more than any other but at any rate they could not quite reconcile
their differences.

Mr. Jackman: That is in regard to this escalator clause?

Mr. Symingron: Partly the escalator clause; the escalator clause combined
with the fifth freedom. The result was that they formed a provisional conference
which is now permanently situated in Montreal with instructions that they should
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consider a permanent convention and make reports upon it to the assembly when
it meets. That is what they are doing. My view is that they should complete
the convention as they think it ought to be irrespective of whether it will pass
cne parliament, one congress, or another, that they are representing the world,
not each country, and that they should prepare a convention that they think is
right. Then let any nation stand at the bar of public opinion and reject it or

accept it, but whether that is too high a hope I do not know. They are working
on it.

Mr. Jackman: The members attending this conference in Montreal are all
government representatives, not representatives of private companies?

Mr. SymingToN: Quite so, but it is a permanent organization. It is really

- not a convention in Montreal. It is a permanent organization. These people

are twelve months of the year people. There is a council of twenty representing
the world.

Mr. JackMAN: Are they in continuous session?

Mr. Symingron: Continuous session, yes, and they have sub-committees
cf all sorts of a technical character because they have got a very big job to do.

Mr. Jackman: There will be twenty representatives of other countries per-
manently resident in Montreal for the purpose of discussing aviation matters as
they arise. Is that the understanding?

Mr. SymincToN: Not only discussing; there is what is called a provisional
convention now under way which has a lot to do with any air line which operates
internationally. They have not got any teeth to control frequencies or rates.

Mr. Jackman: But there is enough work to do? The field is so big that it
requires their permanent attendance? :

Mr. SymingToN: Yes, and it will grow. I suppose there are only perhaps
two hundred people there now and I should say that there will be a thousand

- without any question.

Mr. Jackman: It is a big show, is it not?
Mr. Symingron: Itis a big show, yes. The air is a big show.

Mr. Jackman: If Canada is to consider going into the international field,
particularly the trans-Atlantic service, I wonder if you would explain to the
committee this provision which I read something about in a little booklet pub-
lished by Wartime Information Board entitled “Canada and International Civil
Aviation.” I understand that once a line is operated to 65 per cent of capacity
then it may apply to put on additional planes. Is that the way it works?

Mr. SymingTon: That is one of the points that was not settled. There is no
convention about that yet. The way we will run on the North Atlantic is that
unless they do get a multilateral convention we will sit down with England
bilaterally and arrange whether each shall have 5, 10, 20 or 100 frequencies.
If we provide the means for increasing it it will have to be by bilateral agree-
ment with Britain unless we get a universal convention.

Mr. JackMAaN: We cannot increase our planes on the service to Great
Britain unless we accord a similar privilege to Great Britain to increase her
planes. That is what you mean by a bilateral agreement?

Mr. SymineTon: I would not say that is the result but the minds must meet
on an agreement. Britain might say, “Yes, you can run 20; we will only run 5.”
I do not know what they will do, but the minds must meet because now we have
no right to land there unless they let us and they have no right to land here
unless we let them.

Mr. Jackman: The right to land and to discharge and perhaps pick up
passengers refers not only to a general right but also to the number of planes
that may land and pick up?
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Mr. SymincroN: We have all signed a two freedom agreement which means
that if & plane is in trouble or has to land for gas it can land, or they can fly over
your country but they have no commercial rights whatsoever. There are no com-
mercial rights whatsoever as between one country and another at this moment.
Commercial rights consist of what were termed a number of freedoms, one to
seven. They all have agreed on the first two. As to the balance, which are
commercial rights, there is no agreement on them at all, except there is recom-
mended a standard form of bilateral agreement in which, among other terms, they
agree that they will not endeavour to bar any other country or any other line,
that everybody must be treated the same. Some people use the standard agree-
ment; some people use it with some changes required for the particular state of
existing affairs, and some do not use it at all. They use one of their own, but as
far as your question is concerned for us to pick up or put down passengers in
Britain or for Britain to pick up or put down passengers in Canada there are
no rights at the moment. What the rights will be is a meeting of the minds of
the British government and the Canadian government in a bilateral agreement
tha,i'i will settle all the terms, whatever they may be, that the two parties want to
settle.

Hon. Mr. Howe: It does not necessarily mean there will be no agreement
on frequencies. For instance, we have made a bilateral agreement with the
United States. Certain routes have been allocated to each country, and each can
fly as many frequencies as they like.

Mr. Hazen: What do you mean by “frequency?”

Hon. Mr. Howe: So many planes a day.

Mr. JackMAN: Are there any other countries besides Russia which are not
parties to the convention where they might interfere with our future plans?
For example, if we had a Pacific service we might want to use the northern route
and have rights in Russia. In regard to the other routes contemplated, the
Atlantic and South America routes, are all the countries where we might need
9, landing field parties to the convention?

Mr. SymiNgTON: Yes.

Mr. JackmAN: Russia is the only hold-out at the moment?

Mr. SymiNgroN: The only one I recall. Enemy countries, of course, were
not allowed in. They only get in under certain terms, but they are not in now.
Italy, Germany, and so on, are not in.

Mr. Rem: A person going to Russia must go by Russian plane if they
are flying?

Mr. SymingroN: He cannot go at all.

Mr. JackmaN: You would be undesirable.

Mr. SymiNeroN: You might go in by train and you might fly in Russia
by a Russian plane but you cannot fly in from any other country now except it
is a special trip arranged through the state department, but at the moment
nobody can buy a ticket into Russia.

Mr. Remp:  In other words, it is a closed country.

Mr. SymineroN: It is a closed shop at the moment.

Mr. Harkness: In the second paragraph you say:

~ “The period was one of intensive planning for a time when the air
lines will not only multiply its domestic services”,

and so on. What are your plans for multiplying domestic services in the
immediate future?

_ Mr. SymiNgron: Our plans for multiplying domestic services in the imme-
diate future are first, I think, a fourth trans-continental flight from ocean to
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ocean, a line through Winnipeg to Edmonton via Saskatoon which may go on
to the coast. Remember, when I talk about these things I am only telling you
what I have in mind. I cannot get these things unless the Minister for Air
and the Postmaster General recommend them to council and council passes
them. Otherwise, I cannot do anything about them. But the character of the
routes that I visualize in main line operation in Canada are those lines, plus a
line from Montreal down the lower St. Lawrence to St. John, because 1 feel
that there are centres of population in the older sections down there—Riviere-
du-Loup, Mont Joli, Rimouski—which are entitled to air access. There may
be one or two others as developments go. Then, of course, we hope to fly, under
what we think is a fairly long-headed agreement we have made with the United
States—we have got the right to fly into their distribution centres where airlines
meet, We want to put these services in, not only for bringing more people into
this country from the points where American airlines concentrate, but we hope
as well to develop traffic for our service across the north Atlantic and across the
Pacific; that is what we would like to do. That is what we have in mind. As
to when; it has been simply impossible up to this minute to get planes. We
are now converting war planes into commercial planes. It is a tough job but
it is the only way which we will get planes.
Mr. HargNEss: What kind of planes are you using?

Mr. SymincToN: We have three C49’s which were transports, DC3’s—we
now can only get C47’s which are a cargo version of the DC3’s. We are con-
verting and hope to convert a considerable number of these types almost imme-
diately, and to have them coming off the line we hope fairly regularly, so that
we can put them on the line once the airfields are ready on the routes I men-
tioned, plus our routes into the United States and into Alaska.

Mr. HargNEss: And I suppose work is being done on the domestic lines
now; for instance, the one from Winnipeg through Saskatoon to Edmonton, and
the one along the lower St. Lawrence?

Mr. SymingTroN: And the additional trans-continental line, yes; that is
about what I envisaged as mainline operation for Trans-Canada, and that is all
I am interested in.

Mr. NicuorsoN: What about the line from Toronto to Sault Ste. Marie
and Fort William?

Mr. SymingToN: Yes, there is that one. We will cut off a considerable
distance by flying across the lakes and at the same time serve Sault Ste. Marie
and the cities at the head of the lakes; and when traffic justifies it, which I
think it will almost immediately, we will fly directly across Montreal-Ottawa to
Winnipeg, instead of turning down to Toronto and running from there across
the lakes. By flying direct from Montreal to Ottawa to Winnipeg we would
save a jog of from 190 to 200 miles, just by that change.

Mr. NicuorsoN: How soon will that service be ready? _

Mr. SymineToN: I do not like to make any promises about that. We are
ready but it is a matter of airfields and communications.

Mr. Hazex: Did I understand you to say that you could not pick up and
put down passengers in Great Britain and that Great Britain could not pick up
or put down passengers here at the present time?

. Mr. SymINGTON: At the present time we are running what is known as a
military operation.

Mr. Hazex: Yes, I know.

. Mr. SymineToN: Apart from that, Trans-Canada as a commercial airline
18 not doing it. We are simply conducting an operation for the Canadian govern-
ment; we merely carry people they tell us to carry, whom they want us to
tarry, and the freight they want us to carry. It is recognized military opera-
10n. There is no commercial operation between Britain and Canada to-day.
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Mr. Hazex: Will that condition have to be changed within the near future?

Mr. SymingToN: Oh, undoubtedly; I should think both countries are very
anxious to meet and will meet to try and arrange a bilateral agreement.

Mr. Hazex: Has any time been fixed for such meetings?

Mr. SymineToN: That is a matter between the two governments.

Hon. Mr. Howe: Yes, meetings have been arranged.

Mr. NicuorsoxN: I have three or four questions I wanted to ask, but before
I ask them I would like to refer to a part of the last paragraph in your report
in which you express appreciation of the loyal and efficient service of the
company’s officers, etc. Having used the T.C.A. service to a considerable extent
I want to endorse those sentiments. I would like to inquire about the service
in the east. I understand you have two planes flying over Charlottetown every
day of the year to Moncton and Sydney, and in view of the very unsatisfactory
transportation conditions into Prince Edward Island I wonder if consideration
has been given to having the T.C.A. planes stop at Charlottetown. I know that
the Maritime Central Airways are giving a very good service; it is very difficult
to get reservations on their ships; and in view of the fact that your planes are
passing over and that Prince Edward Island is a very important part of Canada,
I think they might be linked directly with T.C.A.

Mr. SymincgToN: All T can say is that we have not been asked to do it.
Certainly we do fly over on- the way to Newfoundland; and T believe you are
right, that people are having difficulty in getting seats on the planes going across
to Charlottetown. Of course, we do fly planes over the Island, as I said, to
St. John’s, Newfoundland, but that was established as and was required because
of extensive war operation, flying direct to Newfoundland. We had to fly a
service of that kind.

Mr. McCurrLocH: They are getting very good service into Charlottetown.

Hon. Mr. Hows: Yes, and it is planned to expand that service to take care
of Charlottetown. That is a point that needs to be well taken care of.

Mr. McCurrocu: I understand that Maritime Central Airways have two
or three planes carrying passengers. I think one of them carried 10 passengers
and the others carry 6 passengers each.

Hon. Mr. Howe: And they are getting some better planes too.

Mr. McCurrocu: I know that they are always pretty well filled up.

Hon. Mr. Howr: Yes.

Mr. NicaoLson: How about the service between Fredericton and St. John?

You have to drive as far as 30 or 40 miles there to get to the airfield.

Mr. SymineroN: That is the service of which we are not so proud, but we
cannot help it. Any airline that has to operate in foggy country, where the
passengers have to drive 50 miles, cannot be satisfactory. It is costing us a lot
of money. We lose on it because you may get ready and drive out all the way
to the airport and find that the plane is down and you cannot fly. It is a most
unsatisfactory service, but it does give mail service, and those who want to
take a chance on the traffic do get service. However, it is a thing about which
nothing can be done.

' Mr. NicaoLsoN: Is there any chance for improvement in the near future?

Mr. Symingron: Not unless, as I say, they can find an airfield in the
vicinity, which they seem to have great difficulty in doing, which will allow us
to land closer.

Mr. Hazex: Might I ask you there about the proposed landing field at
Clover Valley, I think it is called? What is the position at the present time so
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far as T.C.A. is concerned? I understand that the municipality has expropriated
the land and acquired property for a field in the belief that the T.C.A. would
use it.

Mr. SyminaroN: I can only say this. We have nothing to do with getting
fields; that is a matter for the department. Of course, when a field is furnished
we will be only too glad to go in there. We do not furnish these airfields. The
Department of Transport does that, or the municipality—whatever the agree-
ment happens to be. We are not in the airfield business at all. Certainly if an
airfield is provided the T.C.A. will land there.

Mr. Rem: There are one or two questions on page 1. I notice in the third
last paragraph you speak about plans for international flicht, other than the
present trans-Atlantic service, and you say that they are still tentative; and
you go on, “but the West Indies, South American and the Pacific are areas of
admitted interest to the company.” I was wondering what research or investiga-
tion you had made insofar as the Pacific areas are concerned?

Mr. SymingToN: We have given a great deal of study to these routes. I might
state quite frankly to this committee that I believe they will be losers for some
time to come and require financial aid. We would prefer to run to Australia
and New Zealand via Fairbanks, China, India and Australia, or I should say
China-Australia. But that iz now not open because of Russia. Therefore we
expect to land at Hawaili and on down to Australia and New Zealand under a
joint agreement with Australia and New Zealand. That operation depends upon
when you can get the equipment with which to run it. Because they are long
hops you have got to be sure that you have the proper equipment. What the
financial result will be I cannot prophesy at all. It depends upon how many
people are going to travel and how much mail is carried, but I would not want
to invest my money in it, if T had any to invest.

Mr. Rem: You are reserving this field for the future I suppose.

Mr. SymingroN: Of course, there are trade connections, prestige, and that
sort of thing involved which will probably command that certain lines be run.
But do not make any mistake about it—I hope I am not too pessimistic—for
some time these lines will not, in my opinion, produce a return.

Mr. Hazex: Would you conduct international lines which do not pay?

Mr. SymineToN: We will naturally conduct such international lines as the
government tell us to, because they are our bosses.

Mr. JackmaN:- These external lines, apart from the ones going down into
the United States, do not carry much hope of a commereial return, as you see it?

Mr. SymingToN: I think the north Atlantic run will; I think it will come
reasonably close to it. I think the north Atlantic will give a return because, it
is by all odds the big traffic area. I think also that traffic on the West Indies-
South American route will increase more quickly than it will in the Pacific, unless
we get a right to go through Russia-China. That is the route which I think traffic
might go up. But to hop 3,000 miles to Hawaii from Canada and hop from
there to Australia, makes it a rather difficult-proposition to expect to make any
money on, I think.

Mr. Jackman: I would say so.

Mr. Rem: Have you surveyed the possibilities of routes between the
Pacific and South American countries?

Mr. SymingToN: The west coast?

Mr. Rem: Yes.

Mr. SymineToN: No. We have surveyed them to this extent, that we have
surveyed all the territories and what the travel between countries is likely to be
and so forth, what the freight return might be, and what the populations of the
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countries are and what the standard of living is. You can get a great popula-
tion with standards of living of a kind that they cannot fly and do not fly
because they have no money to fly with and that makes it a pretty tough pro-
position. These countries have services which are somewhat similar to what we
know as bush lines in our north country at the moment—Costa Rica, Salvador,
ete.—you get into a plane there and you may have a cow next to you, and you do
not have a nice stewardess to wait upon you. The operation is a practical opera-
tion designed to meet the conditions of the country in which the operation is
taking place; but it is not what is known as a high-grade airline operation,
although it does meet the requirements of the country

Mr. Rem: I have just one other question relating to the operation of the
service on the west coast there. I notice you have a run between Victoria and
Seattle, and I was wondering if you are extending that run to take in Fairbanks,
Alaska?

Mr. Symineron: We will be running to Fairbanks via Edmonton.

Mr. REm: At what points will that touch? Will you start from Vietoria and
then go to Seattle, and come back by way of Vancouver and then on up?

Mr. SymingroN: We ran into Vancouver because we wanted an entrance
on the Pacifie coast, Seattle; and the only way in which we could get that was
Victoria-Seattle—Victoria-Seattle-Vancouver; so that now we have an entrance
to the traffic producing territory in the state of Washington, because we can beat
any airline from there to New York, I think.

Mr. Rem: These planes will take your passengers to Vancouver, will they?

Mr. SymingToN: Yes.

Mr. JackmaN: They take the Seattle passengers up to Victoria, or Vancouver,
and then take them to New York more cheaply?

Mr. SymingToN: I do not know about more cheaply, but more quickly,
and more comfortably I think.

Mr. Jackman: I think in one of the previous sittings of this committee
we were told that the run between Vancouver and Seattle, or to put it the other
way, the Seattle-Vancouver run, was not a profitable one.

Mr. SymineToN: The Seattle-Vancouver route was not a profitable one.
It belonged to Canadian Airways originally and they gave it up. It was not a
profitable route, and it would not be a profitable route yet. No route that short
is a profitable route; but it is a feeder to our traffic and it is an originator of
traffic.

Mr. McCurrocH: Is there any chance of Yarmouth-Greenwood-Truro
being connected?

Mr. Symingron: I should think that Y‘mnouth might be connected with the
Halifax-Boston run. That appears likely. 1 do not know much about it. ‘Tt
looks as though it might, I cannot tell.

Mr. Jackman: Is it appreciably shorter from Seattle to New York via
Vancouver than over the U.S. lines?

Mr. SymingToN: It is some shorter, yes.

Mr. JackmaN: Is that a factor in our situation there?

Mr. SymingroN: It is some shorter, but there is another factor, and that
is our smaller population, which is-an advantage. We have fewer stops. It
places them at a disadvantage in that they have to make more stops. Of course,
but, if they operate a through express route, flying non-stop, our advantage
rsnlghii be lost. Up to date we have undoubtedly been getting a lot of traffic from

eattle.

Mr. Rem: Can you tell me if the fog at Sea Island is delaying your
planes very much, the fog out there at Sea island airport?
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Mr. Symingron: 1 think the answer to that is that it delays at certain
times of the day; that is we have difficulty very often in getting in there before
11 or 12 o’clock, until after the fog rises. Apparently there is some fog there
in the early part of the day but most days it rises by noon.

Mr. Rem: It would have been better if in the first instance an airport free
of fog had been chosen rather than the one you have there now. That, of course,
was chosen by the Vancouver city council and now it has grown up—millions
of dollars have been spent on that airport. I suppose that if an airport were
being chosen to-day you would look for one free of fog, and such a location
could be found closer to the city.

Mr. SymiNgTON: - As I say, we have nothing to do with airports. Well, we
do give what information we can to the department as to the characteristics
along technical lines. What you say about the Vancouver airport is, of course,
a matter of concern for the Department of Transport.

Mr. Rem: I want to ask one or two questions about passengers. There has
been considerable complaint during the past few months by men who want to
travel on business, for strictly business purposes, between Vancouver and west
coast points and Ottawa, that they have not been able to get space, that people
on pleasure trips are booking as far ahead as three months. I do not suppose
there is any way to control that. If you wanted to get a seat on one of those
planes you could not get it within three or four weeks. At one time I think
they were booked as far ahead as three months, not by business people, but
by people looking ahead for a pleasure trip; and people calling up the T.C.A.
and saying that they wanted to book a party for three or four months ahead—
as much as 25 or 30 per cent of the seating capacity of the plane being booked
by passengers of that type, pleasure-seeking passengers.

Mr. SymingToN: That complaint is perfectly justified. The question of
remedy, the basic remedy, is that we get the new planes, more planes, and you
have met your trouble. Otherwise the problem is a difficult one to handle for a
public service corporation. Business men, particularly in the west, come in any
time, just a day or two before they want to make a trip, and then complain
because they cannot get accommodation at the moment they want it.

Mr. Rem: That is right.

Mr. SymingToN: They have to make up their minds a couple of days
ahead, and then they come in and say; why these planes are full of women and
children and school teachers and all that sort of thing; what good are they doing
for the business of the country, they should not be allowed to interfer with
business this way. Well, I don’t know. The doctors now recommend women
with small babies to travel by air, if they have to move; that is found to be the
quickest and least harmful way to move infants. Then, take school teachers.
They work the greater part of the year and then they say they want to get away
for a vacation on such-and-such a date and they make their reservation. Take
the case where a man would come into us and say: you ought to give us a
reservation three days ahead. You could not expect us to work even on that
narrow margin. No one knows what traffic will offer within a short time such as
three days, and you can hardly afford to hold your space open to business men
on a short notice basis of that sort, particularly when you realize that as a rule
the business man who travels by air only makes such trips twice or three times
during the year; and that kind of traffic does not fill your aeroplanes. I have
not been able to bring myself over to the view that such an arrangement would
be fair to the travelling public. What I am interested in is the economie
Proposition, the operation of the airline. The lines have not done so badly,

do not think, all the circumstances being considered. We are now . getting
new planes, and that will remove some of the objections; and then I do not
think you will hear much more about it.
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Mr. McCurroca: How about a passenger at Halifax, who buys a return
ticket on Monday to go from Halifax to Montreal and he wants to come back

on a Wednesday—
Mr. SymingToN: He wants to which?
Mr. McCurroca: He wants to return on Wednesday.

Mr. SYMINGTON: Yes.

Mr. McCurrocH: And when Wednesday comes he probably cannot get
a seat on the plane.

Mr. SymingToN: Unless he has reserved it. He can reserve it at the time
he buys his ticket:

Mr. McCurrocH: Even if he reserves it he cannot get it.

Mr. SymingToN: I am afraid that is a condition that will continue as long
as you have not sufficient planes to meet the demand, we have the odd deplane-
ment for priority.

Mr. McCurroce: Do you not think that a man who buys a return
ticket should have a preference?

Mr. Symincron: Well, I don’t know. We give them a 10 per cent reduction
on the rate to buy a return ticket, you know.

Mr. Jackman: Your rates are now fairly comparable with lower berth
rates on the railway, are they not?

Mr. Symincgron: Well, they are coming down a bit. I would say that they
are about the equivalent to a room rather than a berth, plus your railway rate.

.Mr. JackmaN: May I ask whether or not you have entered into any
negotiations with any of the countries with whom you have to negotiate in order
to complete arrangements for your West Indies-South America services?

Mr. Symingron: We have not yet got down to actual negotiations. We
have had a lot of talks with them, and they are all waiting to receive us with
epen arms; but there is no use in arousing people’s hopes of getting things going
until we are in a position to deliver the goods. We are not yet, either in the
matter of planes or in the matter of personnel, although our personnel situation
is improving tremendously. I expected to answer questions as to why we had not
made a little more money. There are many reasons in addition to the personnel
item of which we have spoken. We have now taken 750 returned men on to
be trained, and we start them at proportionately higher rates than we would if
they were not returned men. You cannot take a man who has been overseas and
give him a probationary rate of pay such as you would give to one who comes to
you as a young fellow just wanting to learn. And it is taking longer to make
commercial air pilots out of war pilots than it does of a fellow who has never
been in the war at all; oddly enough these men themselves want to stay on the
right hand seat until they feel they are qualified to become captains.

Mr. Jackman: Why would that be? That is very interesting.

Mr. Symincron: Well, largely because these fellows during the war have
been flying by the seat of their trousers and they have a lot of bad habits which
take a lot of curing for commerecial air purposes.

Mr. McCurrLocH: Are you getting many of those from the schools?

Mr. SymincroN: No, we are taking nothing but returned men. We have
taken 750 of them. We have 205 of our own coming back too.

Mr. Hazen: Did you say that you have 205 pilots?

Mr. SymiNgToN: These are not all pilots.

Mr. Hazen: How many pilots have you at the present time?

Mr. SymiNeToN: About 250.
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Mr. Hazen: Including co-pilots?
Mr. SymiNGTON: Yes.

Mr. HargnNEss: As far as these two routes to the United States are con-
cerned, you do not show anything about flying from the prairie areas, such as
from Winnipeg to Minneapolis, or from Lethbridge to Grand Falls; have you
it in mind to develop the routes in that area?

Mr. Symingron: We are trying to get Chicago-Winnipeg. We may get if,
I do not know; we could not get it then. You see, under the present agreement
the territory was divided. Tt was a territorial division and for a long time the
United States operators have run the line from Winnipeg to Minneapolis, and
they also had the Lethbridge-Grand Falls run. They also had the Vancouver-
Seattle, and we were able to get into Seattle as T explained primarily as a source
of traffic. With respect to what is of greatest advantage to us, through routes
to the largest centres, Chicago, New York and so on, non-stop is very valuable.

Mr. JackmaN: You mean, you have fewer stops along your route between
Seattle, Vancouver and New York? There are fewer stops on your line than there
would be between Seattle and New York as United States operate?

Mr. SymixgToN:  Yes, I think even now there are fewer because we have
not the large populations. That will be particularly true when we get our new
big equipment.

Mr. JackmaN: Why do not the American lines put on an express service?

Mr. SymingToN: They will do that as soon as they get their big equipment;
although, mind you, there are competing lines in these western cities with which
they have to divide traffic. They can only go so far and operate on a paying
basis.

Mr. Jackman: If they had an express line then the advantage we have at
the moment in a faster service would disappear, would it not?

Mr. SymineToN: No, our express line would still have to meet their com-
petition; but there is more to it than speed. You'd be surprised at the letters I
get from people from as far away as California who come up and travel by T.C.A.
in preference—

Mr. JackMaN: Is that on account of better service?

: Mr. SymincToN: Yes, better service, and smiling service, you might say;
and they like the scenery. It is really surprising.

Mr. JackmAN: Is our equipment as modern as their?

Mr. Symingron: Our equipment is smaller than their, but it is faster and

:}: comfortable; and it is what they call a “heads-up” service, and things like
at.

Mr. Smaw: I understood you to say, Mr. Symington, that the T.C.A. have
tiothing to do with the construction and maintenance of airports, is that correct?

Hon. Mr. Howe: That is correct.

Mr. Saaw: Probably then my question should be directed to the minister:
I3 there any way by which we can determine the cost 6f construction and the
maintenance of airports for T.C.A.? Otherwise we cannot get a complete and
correct picture of the cost of operating the T.C.A. I find in connection with
government enterprises that this is so frequently the case. Take the post office,
or example. You can get a statement of the postal revenue and expenditure at a
Particular office, but the capital expenditure comes under the Department of
Ptubhc Works, with the result that you cannot get a complete and correct picture
Of operations of a government enterprise in so very many cases. Could we
Possibly get something regarding the cost of maintenance of airfields?
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Hon. Mr. Howe: There is no trouble in giving you the cost of the construc-
tion and operation of any airport in Canada. The airports are maintained for
other than T.C.A. services. T.C.A. pays landing fees just the same as the others;
but the facilities operate for other purposes than merely T.C.A., particularly for
military purposes. There is no airport that I know of used exclusively for T.C.A.

Mr. Smaw: There must be some emergency fields.

Hon. Mr. Howe: Oh, yes, but the emergency field maintenance is prac-
tically nothing; that is simply a place to get down in in case you have trouble.

Mr. Suaw: But it involves an original capital outlay?

Hon. Mr. Howr: Oh, yes.

Mr. SyaminagroN: The same thing applies in the United States. There is
no operating airline which I know that could possibly pay its way that had to
earn the cost of building and maintaining air fields in addition to its other
operatiag costs.

Mr. Suaw: I am not criticizing the answer given, but it is awfully hard for
us to take a statement of this character and accept it as a complete statement
of revenues and costs of the enterprise.

Mr. Syamneron: The situation is this, that we pay a landing fee to the
government on their fields, plus certain other services, the same as any other
air line.

Mr. SHAw: That is true, but as Canadian taxpayers we pay more as a conse-
quence of expenditures made by the other department of government which is
responsible?

Mr. Symingron: Air fields are undoubtedly built and they do not get a
return in landing fees commensurate with their cost, but that is true the world
over.

Hon. Mr. Howe: That is a situation which is very much confused at the
moment, owing to the fact that practically all of these new fields were built
for the army, which pays no landing fees, but we are starting a study now
. to put these fields on a commercial basis. It should be possible. Many fields
in the United States pay their way in landing fees and concessions of various
sorts. For instance, La Guardia field, which cost $42,000,000, has I am told
turned out to be quite a profitable field. That is a matter that will come but
at the moment the situation is so confused by war use, and by airports built
wholly for war that have no commercial traffic, that it will take a year or two
to sort that out.

Mr. Bravnoin: You do not own Dorval airport?

Mr. SymineroN: No.

Mr. Beavpoin: That belongs to the government.

Hon. Mr. Howe: It belongs to the Department of Transport.

Mr. BeavpoiN: You do not have to defray the expenses of the upkeep of
the airport?

Mr. Symineron: We have our own facilities there and we pay landing fees
and certain other fees. We have our facilities there, our hangars where we
do our jobs, and all that sort of thing.

Mr. Beavpoin: You also have repair shops there?

Mr. Symineron: Yes, we have maintenance shops.

Mr. Beavnoin: How many employees do you have there?

Mr. SymingronN: There are 553 engaged in the trans-Atlantic operation
where all the planes are taken care of with respect to the trans-Atlantic opera-
tion for the government. T should say there are 750 to 800 people out there.

_ Mr. Beavnorx: Is that number of employees likely to be subject to decrease
in the near future?
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Mr. SymineroN: 1 would think it is subject to increase. Montreal will be
an international airport and, of course, it will be subject to increase.

Mr. Sgaw: Mr. Chairman, possibly my next question should be directed
to the minister. In a case like the Penhold Airport where you have an emergency
landing field for the T.C.A. and buildings, and so forth, does that operate inde-
pendently of the air station which has been operating under the commonwealth
air training scheme? The reason I ask is that if it does not then in the disposal
of buildings, equipment, and so forth at Penhold you would have to have a
prior claim upon certain essentials in connection with the operation of your
emergency landing field. I was wondering if they did operate independently.

Hon. Mr. Howz: Penhold was a purely military field. It was built for
military use for the military. It happens to be a field that is on the trans-
Canada line and is a good emergency field.

Mr. Suaw: You have o separate strip there and separate buildings operating
for T.C.A.?

Hon. Mr. Howe: Where is Penhold?

Mr. Sgaw: North of Calgary about eighty miles.

Hon. Mr. Howe: It is only an intermediate field. It is not a field we use.
There was a strip there before, and then we built the airport for the military.

Mr. Suaw: I do not think there was any strip there before.

Hon. Mr. Howe: Perhaps not. There was a radio range and a strip as part
of the original line from Edmonton to Lethbridge. Then the military went in
and chose that as a spot for an air training school and built an airport there.
When the military get through with it they will declare it surplus and it then
goes to the Department of Transport. The Department of Transport decide
whether there is anything useful to them in their operations and then they
declare the balance surplus to War Assets Corporation. War Assets Corporation
disposes of such surplus to the publie.

The CuamrMaN: I might suggest that perhaps the questions of Mr. Shaw
and Mr. Beaudoin will be answered when we get over to the detailed reports.
I think some of the questions asked will be answered on page 13 under ground
operation, maintenance and depreciation.

Mr. JackmMaN: May I ask Mr. Symington a general question as to para-
graph 7 on the first page?

A direct operation between Winnipeg and Edmonton waits only upon
the installation of airports and airway facilities along this route.

You are not concerned with the cost of those facilities? That is the Depart-
ment of Transport entirely?

Mr. SymingronN: We are concerned in them being fit to land on. We
naturally try to get along with what we can so as not to cause too much cost,
but the Saskatoon air field, which is the one in question, is a well known develop-
ment that has been under way for some time. It is only a matter of getting it
completed. :

Mr. NicuorsoN: How about the intermediate stations at Yorkton and
Dafoe? Are they satisfactory?

Hon. Mr. Howe: They are all right. They are just intermediate stations.

Mr. Jackman: Do yvou pass upon fitness as representing the T.C.A. or
does the Department of Transport do that?

Mr. SymineToN: The Department of Transport under the method prepare
plans for an air field, and before they go on with them they submit them to the
operating department and say, “This is the direction of the ranges and the
runways. Will it meet your situation?” Our people go over it and say that it
will or it will not, it should be changed here or there in order to accommodate
the planes.
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Mr. Jackman: But the Department of Transport have inspectors just for
this purpose, have they not? I see a large appropriation on that account in
the estimates?

Mr. Symingron: Of course they have. They build them. We have noth-
ing to do with that at all.

Mr. JackmanN: They merely consult you?

Mr. SymineToN: Just for advice; we are going to have to land the planes
there. “Is this runway a degree off or on according to your experience in the
prevailing winds”, and so on, as to whether it is right, but we have nothing to
say about it. It i1s only the fact we are going to use it and it is naturally wise
to avoid any possible errors.

Hon. Mr. Howk: The Department of Transport inspects all aviation
lines. Trans-Canada Air Lines 1s just another air line to them. Any air line
that operates is subject to inspection by the Department of Transport, and
any field that is used is subject to inspection by the Department of Transport.

Mr. Hazen: Mr. Symington, when I asked you if you would operate an
air line that did not pay if I understood you correctly you said that depended
on the government, that the government was your boss. I should like, if I
could, to get some idea of the set-up-or relationship between the government and
the company. For instance, does the T.C.A. select the routes it will operate or
does the government decide on the routes and tell the T.C.A. to operate them
under the Trans-Canada Air Lines Act?

Mr. SymiNgToN: It might be either. What happens is T.C.A. applies to
the government for a route. What they do is they write the Minister for Air
and the Postmaster General and say, “We would like to put another frequency
on this route” or “We consider this route should be set up”. These two ministers
must recommend it to the governor in council who passes it. Then we can run
it. Until then we cannot.

Mr. Hazex: Do you have to get a licence from the board?

Mr. Symineron: Yes.

Mr. Hazex: That is the one side. Take the other side. You apply for a
route. Does the government ever come to you and say, “You are to run a line
between this point and that point?”

Mr. SymingToN: I do not recall any such case happening.

Hon. Mr. Howe: We could. For example, the government has the power
to make treaties with other countries. We made a treaty with the United States
and accept responsibility for operating certain services. Among them are the
services from Toronto to Chicago and Toronto to Cleveland. We instruct
T.C.A. to operate these international services.

Mr. Hazex: Where is the authority for that under the Act?

Hon. Mr. Howr: It is a part of the T.C.A. contract. The Act provides
for a contract.

Mr. Jackman: Do T.C.A. have to aceept that instruction or can you put
your own price on the cost of that service?

Mr. SymiNcroN: Under the present arrangement if we run it we just get
the remuneration which is provided for in the Act. We are protected under the
present Act. If we make a profit the mail rate goes down; if we make a loss
the mail rate goes up, so we are really protected as a company from having to
operate at a loss. That is all being changed, as I understand the legislation, but
that has been the situation up to now.

Mr. Jackman: But you will be guaranteed as representing the T.C.A.
against loss?

Mzr. SymiNncgroN: Which?
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Mr. Jackman: If the government orders you to operate a certain route?

Mr. SymingToN: Under the present contract.

Mr. JackmaNn: Apparently that is going by the board.

Mr. SymingToN: I do not know whether it is or not but there is power for
it to go by the board in the amendment which we will come to in due time.

Mr. JackMmAN: You picture yourselves in the position of being ordered to
operate a route which may show a loss and which will not come out of the
consolidated revenue fund?

Mr. SymingToN: I have not pictured myself in that position. I have not
really considered whether I could be put in that position. Certainly as far
as I am concerned personally if domestic T.C.A. ever has to be subsidized I am
out. I would not do it because I think it can be made to pay.

Hon. Mr. Hows: Of course, we are very careful to see that these routes are
potentially profitable routes.

Mr. JackMAN: Mr. Symington was careful to qualify his remarks by saying
domestic T.C.A. routes.

Mr. SymiNeToN: Yes. If the government of Canada enters into an agree-
ment whereby they are going to run the North Atlantic and they say to T.C.A.,
“You are to run 1t”, as they have said, T.C.A. overseas limited, or some such
name—not T.C.A. domestic—will run it and, of course, they will run it under
a contract with the government. What that contract will be remains to be
seen, but if I am in T.C.A. I will be protected against loss. Do not make any
mistake about that.

Mr. JackMAN: Suppose Great Britain or any other large population country
where traffic arises insists upon operating planes bearing the same ratio to the
total as their population at the point of traffic origin bears to the total traffic;
it may be that T.C.A. overseas lines will always be very small and perhaps for
that reason will not be profitable whereas the country which has the large
population may have a great number of planes and that increased volume can
make them profitable at the same rate which would show us a considerable loss?

Mr. Symingron: If the government were stupid enough to agree to that
they ought not to be the government because nobody would agree to any such
proposition.

Mr. Jackmax: I understand that is a point at issue in the escalator clause?

Mr SymincToN: Not at all, not for one minute. The escalator clause had
nothing to do with that at all. '

Hon. Mr. Howr: It had nothing to do with that at all.

Mr. Jackman: Why is it then that there is this point of difference between
the United States, Great Britain and ourselves, if you like, as to the provision
whereby after effective use is made of 65 per cent of the line you can add
planes?

Hon. Mr. Howg: That provision gives permission to do so.

Mr. SymingroN: It is a pretty long story to try to explain that to you.

Hon. Mr. Howr: It might never be operative. : .

Mr. Jackman: Is there not a point in issue in regard to where the traffic
originates?

Mr. Symingron: None at all. We are all agreed to operate on a 50-50
basis. The United States had to be persuaded to this, and it was a gesture on
their part because they are the biggest travelling country in the world. If a
passenger has origin in the United States and flies to England, gets off and then
gets on a plane in England, England gets credit for that passenger just the same
as 1f it were an English person. The United States does not get eredit two ways;
1t only gets credit one way.
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Hon. Mr. Howe: It is on the basis of traffic embarked.

Mr. SymineToN: Traffic embarked in the country no matter where they
come from.

Mr. Jackman: The point of origin is not of importance?

Mr. SymincToN: Not a bit of importance.

Mr. Beaupoin: On page 6 you list the principal factors which were respons-
ible for an incréase in your operating expenses. Do we find a breakdown of those
elsewhere in this report?

Mr. SymingroN: On pages 13 and 14; they are all pretty well broken down.
I can discuss them with you shortly now or when we get to these accounts.

Mr. NicHoLson: Before we leave page 6 in connection with the operating
expenses I wonder if Mr. Symington has any information to give us as to the
weather factor? What difference does it make in your operating expenses when
you have a month of bad weather?

Mr. SymingToN: Of course, if you have bad weather and you either cannot
run or you run part way and have to take care of passengers, switch them into
hotels and get them accommodation, and so on, it costs you money, of course, but
vear in and year out it evens up although last year was not a good year.

Mr. McCurrocH: You have to take an average over the year?

Mr. SYMINGTON: Yes. :

Mr. NicaoLsoN: In terms of dollars and cents have you any way of knowing
what a bad September this year would mean as compared with a good September
last year?

Mr. SymineTon: We might for the month but the factors are so many that
it is pretty hard to say that weather cost so much or anything else cost so much.

Mr. Nicuorson: You are not worried very much about weather in your
future plans?

Mr. SymineTon: No, it is becoming less troublesome all the time because
of scientific improvements.

Mr. Rem: There are two questions on page 5. At the foot of the page you
mention air express volume and air mail volume. Are they two distinet types
of trade? What I want to know is does the air mail volume, which has inereased
by -3 per cent, include all air mail parcels or parcel post?

Mr. SymiNeToN: Anything that pays air mail rates.

Mr. Rem: That is different from the air express?

Mr. SymingToN: Oh yes.

Mr. Rem: My next question has to do with the fourth paragraph on that
- page where you said there was a notable expansion in the Canadian government
trans-Atlantic air service. That is mail service, transporting mail?

Mr. Symineron: That is transporting mail plus cargo plus everything.

Mr. Rem: Is the mail being transported overseas for the Canadian govern-
ment included in the volume of mail as outlined in your statement?

Mr. Symineron: No. While the T.C.A. operates it it is not a T.C.A.
commercial operation. . Everything is charged to the government and the
government pays everything. We cannot take anything. The government says
whom you shall carry. It is a war service.

Mr. Jackman: What happened to the Atlantic service that C.P. Air Lines
or the C.P.R. were operating in one way or another? They were taken off that
job, were they not?

Mr. SymincroN: I never knew they were operating one.
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Hon. Mr. Howe: They had an organization ferrying planes for British
government account. The British government changed the arrangement. It was
nothing to do with Canada.

Mr. Jackman: That was done away with entirely?

Mr. SymingToN: It was done away by the British, not by us.

Hon. Mr. Howe: The military took it over. I think, as a matter of fact,
the R.AF. ferry command took it over from the C.P.R.

Mr. JackMAN: Mr. Symington, in the fourth paragraph, the first line, you
say that passenger, mail and express traffic was close to the capacity of the
air line. What was your percentage of occupancy or whatever figure you use?

Mr. SymingTon: I think our percentage of occupancy was 89 per cent.

Mr. JACKMAN: 89 per cent?

Mr. Symingron: I think so.

Mr. JackmaN: That is extremely high.

Mr. Symineron: I am sorry, it is 8. That is really 100 per cent capacity
because where you are dropping somebody from Vancouver at Lethbridge and
you have to pick up all the way along the line if you do not have a passenger
between two points that comes off your occupancy.

Mr. Jackman: This figure is higher than the average of the trans-continental
lines in the United States?

Mr. SymingToN: No, I do not think so on their figures for 1944. We were
always higher but since the war down there I think they are equally as high
or higher.

Mr. JackmaN: Have you any figures which could be given to the committee
indicating the regularity of air service? For instance, if one is going west one
has to allow a day extra to make sure you are going to keep yvour appointment.
I find it that way, and T think that is pretty general. Have you any figures
showing how often you hit your time table?

Mr. SymingTon: We have month by month but, of course, our performance
is much better since we got the alternative route by Windsor through the
United States. But there is a great change this fall.

Mr. NicaousoN: How often do you use that route?

Mr. SymingToN: Last month I think we used it twenty times. It was a very
bad month north of Lake Superior.

Mr. Jackman: That .is going down to Minneapolis and Milwaukee?

Mr. Syminaron: Through Milwaukee into Winnipeg.

Mr. Nicuorsox: How is the time between Montreal and Winnipeg via the

‘United States?

Mr. Symingron: It is a little longer but not very much.
. Mr. Jackmax: Do you have to pay anything extra apart from the landing
ee? -
Mr. SymingToN: No. .
Mr. JackmaN: Is there any comparable route for the Americans? They
would have no use for it?

Mr. SymincTon: They have comparable routes. They fly over Ontario and
they fly over New Brunswick.

Mr. Jackman: Is Canada much more difficult to fly over because of weather
conditions than the border states?

Mr. Symingron: I would think so. The difficulty in the northern Ontario
region is that the wind blows up from the south, hits the cold waters of Lake
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Superior and seems to form very heavy wet clouds for a while, or in cold weather
the kind of thing that approaches catastrophic icing. For instance, in the
northwest prairies a storm may be just temporary and pass over. Then it hits
the lake and the cold water and our whole northern Ontario area is covered
by this bad flying weather. That is one thing plus the character of the ground
there. There is so much water and muskeg that it is a bad flying area, difficult
air fields.

Mr. Jackman: I have heard it said we have not been able to get certain
new instruments on account of military necessity during the war. Are there any
instruments which are likely to be available to us which will make it possible
to fly during bad weather?

Mr. SymixgTon: I hope so. As a matter of fact, we are now engaged in
blind approach landing tests, but it is a question whether we will ever get a
complete blind landing. I think we will. When I do not know. It is a very
extraordinary performance, very dangerous and difficult at the moment, but it is
on its way. On the blind approach landing you can lower your ceilings consider-
ably and increase your percentage of performed operations a good deal, but
naturally you have got to train your people for it. You have got to have your
radio equipment and you have got to have wider runways.

Mr. Jackman: Do they use this blind approach landing in the United
States or other countries?

Mr. SymingToN: They are in the same position as we are. 1 think we
are doing a little more than they are. I think in regard to these scientific
matters we have always been a little more progressive. The T.C.A. are ahead
on most of them. They certainly are not ahead of us.

Hon. Mr. Howe: It is in the development stage. I do not think it is used
commercially. ;

Mr. Jackman: How low can the ceiling be before you cannot bring a plane
in under present instrument facilities?

Mr. SymineToN: Well, three hundred feet is our absolute minimum. I
think with blind approach landings you will get that down to one hundred feet.
Then if you get a complete blind landing your problem is solved and you can
make an engagement to be there at a certain time and be there.

Mr. Jackman: Were you going to give us some figures on the adherence
to schedules?

Mr. SymineroN: Ninety-five per cent of all schedules were completed in
1944.

Mr. JackmaN: You mean you were on time on take-off?

Mr. SyminaToN: No, that does not mean necessarily that we arrived on
time, but they were commercially flown. I cannot give you the figures now
but there are a certain number routine. That is on time. There is a certain
group from 5 to 30 minutes late, and then 30 to 60 minutes late. That is the
way they are classified. T cannot give you now how many were 5 minutes
late and how many were 30 minutes late.

~ Mr. Jackman: Suppose we give you a couple of hours. One does not
mind that so much but it is when you have to stop over-night at North Bay
or Winnipeg or some place like that that it really disrupts the service.

Mr. Symingron: That is true, but then you cannot beat the weather.
There is no use trying. There is no use telling people you can because you
cannot. The test is what has happened to your passengers.

Mr. Rem: Have you your own meteorological service?
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Mr. SymingTron: We have our own meteorological department. Of course,
it cooperates with the meteorological service of the dominion government but
as to meteorology we have our own people in it, of course.

Mr. Hazen: In the statement Mr. Vaughan made to this committee on
the C.N.R. he said:

“I feel it is necessary, however, to sound a note of caution. It is
probable that with the war emergency over traffic will recede from its
wartime levels.”

Do you feel that any vote of warning should be sounded in connection with
the post-war business of Trans-Canada? Do you expect there will be any
recession from wartime levels?

Mr. SyminGgToN: Not a recession from wartime levels because we never
did reach what we could have done had we had the equipment. Really I
cannot see the optimist who tells you that everybody is going to fly. I wonder
who is going to work, but when you ask me whether or not peace time flying
will be as great as we had in war I will say “Yes, I think it would be at least
double because we could not furnish the facilities.” We did not have them,
but when they talk about increasing ten and twenty times frankly I do not
see it, and I hope I am not a pessimist. There is no word of caution necessary
in so far as the immediate future operations of T.C.A. are concerned.

Mr. Hazen: They propose to double, but here we are not talking about
doubling the capital stock, but rather of increasing it by four times.

Mr. SymingroN: But you are talking about an entirely different thing.
We are talking about a complete new inter-ocean service, you see. Let us
not have any doubt about this. I am discussing here the domestic airlines.
When you come to the international, of course you need—why $25,000,000 is
nothing, nothing at all, in this game. There is not an airline in the United
States which has not increased its capital spending by at least $100,000,000,
not $25,000,000. If you could see the money that is being expended in this
international game, it would give you pause. It gives me pause. Certainly I
am not going to spend money the way those fellows have been spending it.
When you look at their balance sheet, I am not in the same class with them.

Mr. Hazex: I suppose on the money you spend you want to be able to
make a return; that is your policy?

Mr. SymingToN: That is my policy.

Mr. Hazex: And money spent at that rate would be bound to show a
deficit, no matter how you look at it?

Mr. SymineToN: Exactly.

Mr. NicuorsoN: On the basis of the results you have obtained during
the war period, and are obtaining presently, do you anticipate that you will
have a considerable increase in air travel?

Mr. SyminegToN: Yes, there will be considerably more.

Mr. NicuoLsoN: Do you expect that that will be more than double the
peak during the war? o

Mr. SymingToN: Yes, on your domestic air. The older people may perhaps
hesitate, being a little slower—although it is surprising the number of old
people we carry—but the young people want to travel by air; and when they
have some place to go to they want to get there.

. Hon. Mr. Howe: There is no doubt that when the new equipment arrives
1t will be found that a lot people want to travel by air. Certainly I can say,
speaking personally, that T much prefer to travel by air. If I have to go any
distance, I certainly prefer to travel by air.
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Mr. NicuorsoN: And you think that this inerease in air travel will have
an effect on rail travel?

Mr. Symingron: Of course.

Mr. Hazex: Perhaps that is one reason why Mr. Vaughan sounded his
note of caution.

Mr. SymineroN: It may be; but just take the Montreal-New York—
Colonial, away before the war were right up against it with 2 or 3 frequencies
a day; to-day they are running 19, and you cannot get seats; and everybody
flies. The trains are out in that particular line.

Mr. Hargness: It’s looks bad for the C.N.R.

Mr. Smaw: On page 7 there is a reference made to revenue passengers,
which would indicate that there might be non-revenue passengers. Will you
give us some details of the percentage of increase? 1 was going to suggest
that you might later include a statement as to those who travel on a non-revenue
basis.

Mr. SymingTox: 1 can give you the full list. First, might I say that
there are no passes.

Mr. Suaw: Not even to employees?

Mr. SymineToN: Trips, but no passes. To T.C.A. employees on business
or vacation, 1,602; dependents T.C.A. employees, 555; employees of the
Department of Transport on business, 268; furnishing transportation to the
press, Canadian Broadcasting Corporation, etc., 16; employees of the post office
department. on business relating to the air mail service, 10; employees of other
airlines, 15; total, 2,466.

Mr. Remp: Nothing about giving transportation to members of parliament?

Mr. Symineron: And those are all on “space available” basis; that is,
if there are passengers they cannot go.

Mr. Saaw: Would these Department of Transport employees travelling by
T.C.A. be paid for by the department?

Mr. Symingron: If they are on business they do not pay.

Mr. Nicuouson: Just referring to the observations Mr. Reid made, when
you get your new planes some revision of the Railway Act might be made so
that the privilege of travelling on planes might be extended to members.

Mr. SHaw: And if you are going to consider that, then I suggest that
members coming from the western provinees should be given a priority.

Hon. Mr. Howe: And then you would have members week-ending in
Vancouver every week or so.

Mr. Smaw: If you were to give us two trips a year, we would be satisfied.

Hon. Mr. Howe: Members get paid for two trips a year, and can spend
it on the airlines if they want to.

@ tMr. Saaw: We cannot do that, we have to travel by train in order to get
at.

Hon. Mr. Howe: No, you can travel by airlines just as well, if you want to.

Mr. Jackman: Refering to paragraph 9, the second from the last on
the first page, is there any line in United States converting war types of planes
to passenger or commercial use, especially to passenger use?

Mr. SymingTon: Oh, yes.

Hon. Mr. Howe: We are doing a big business here in Canada by converting
planes for other lines.

Mr. JackmaN: For American lines?

Hon. Mr. Howe: Other lines; American, British, French, Norwegian,
Spanish and so on.
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Mr. NicuoLsoN: How many passengers will this type of plane carry?

Mr. SymingToN: They are designed to carry 21.

Mr. NicuonsoN: And how soon are they to be available?

Mr. SymingTon: To start November 1, on the New York run.

Mr. NiceorsoN: You mentioned the flight from Edmonton to the Pacific;
will that be a direct route to Vancouver?

Mr. SymineroN: I do not know that. We have not filed on that, but I
think it is a logical main line development myself; the government may or not
agree with my view. I do not know.

Mr. NicuoLsoN: Are there landing fields in between?

Mr. SyminegroN: I have not gone into that yet. We have only got the
rights as far as Edmonton so far.

Mr. Jackman: What is the cost of converting the planes for use by the
T.C.A. as passenger planes?

Hon. Mr. Howe: You mean the Dakotas?

-Mr. Jackman: It says here, “Following the decision of the Canadian
Government to undertake the manufacture in Canada, of a Douglas DC-4 type
of four-engined aircraft engineered to meet special requirements, Trans-Canada
Air Lines, as the intended user of the equipment, has maintained close liaison
with the manufacturer and its designes.”

Mr. SymingToN: That is not conversion, that is new planes.

Mr. JackmaN: And may I ask in regard to them, what is the relative cost
of producing a Douglas DC-4 in Canada as compared with purchasing it from
an American plant? Would it be cheaper?

Mr. SymiNeron: It certainly would be cheaper. I just, out of necessity,
would like to call your attention to what this thing means. I had to consider
within the last few days, within the last week, the purchase, or the possible
purchase, of consolation aeroplanes—

Mr. Jackman: That is the Douglas DC-4?

Mr. SymincroN: No, that is Lougheed; and purchasing some of them is a
temporary measure, purchasing them from the United States, and the United
tates price on that plane was $775,000. When I came to figure out what it

~ was going to cost me, it was going to cost me $1,262,473.

Mr. Jackyan: I suppose that is because of duty, taxes and exchange added?

Mr. SyminaroN: Duty, taxes and exchange; and $42,000 of modifications
—namely, more powerful heating plant for this climate. This is what we have
been vp against right along, you see in comparing us with the United States
costs—which means that if I bought that plane, or ten of them (as I would have
had T bought any) I would have had to have written off against operating
expenses per plane each year $124,732 more than my competitor in the United
States would have had to have written off. Of course, if we could build that
plane in Canada we could build it for about half that cost or less.

Mr. Hazex: Are the Douglas DC-4’s being manufactured in Canada?
Hon. Mr. Howe: Yes, they are in the course of manufacture.

Mr. Hazex: Who are manufacturing them?

Hon. Mr. Hows: Canadair Ltd. at Montreal.

Mr. Hazen: How many do you expect to take delivery of?

5Mr. Syminaeron: Well, I don’t know. I have ordered 20 and have a call
on 50.

Mr. Hazen: What do they cost?
Mr. Symineron: We don’t know yet.
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Mr. Hazex: What is the life of a plane of that kind?

Mr. SymixeTon: Well, when you get talking about the life of a plane, the
depreciated life—we depreciate them in four years or five years; but your
obsolescence in a fast moving, fast changing line, the fastest moving and fastest
changing line in the world, may be terrific.

Hon. Mr. Howe: We are operating planes we bought in 1936.

Mr. Hazex: What would be the life of one of these Douglas planes? How
long would you use it if you could not get a better one?

Mr. SymingTON: I cannot answer that. What I can say is that we depre-

- ciated it in our accounts in four years, but we would expect to use it for six
or seven.

Mr. Hazex: When do you expect to know the cost of them?

Mr. Symincgron: We have a general idea, but we will not know until the
plane is completed.

Mr. NicuoLson: Did I understand the minister to say that we were still
using planes that were made in 19367

Hon. Mr. Howe: Yes, they were made in 1936, or 1937.

Mr. Hazen: When do you expect to receive the first of your new planes?

Mr. SymingToN: I am hoping, December 1, 1946. I may be over-optimistie.

Mr. SuAw: And where did you say that these are being built in Canada?

Hon. Mr. Howe: At Canadair Limited, Cartierville, near Montreal.

Mr. JackMmAN: This plane we are making is the Douglas DC-4?

Mr. SymingToN: To give its correct designation, the Douglas DC-4-M.

Mr. JackmaN: And how much are they going to cost us?

Mr. SymingTon: That is what I say we cannot tell exactly yet.

Mr. JaAckMAN: But in any event it is safe to assume that the price is going
to be lower than the price of the same plane bought in the United States if
we have to add to the purchase price the duty, sale tax and difference in
exchange?

Mr. SymincgToN: I would expect it to be considerably lower.

Mr. JackmaN: Do you think the aireraft manufacturing industry in Canada
can compete on a cost basis considering the limited volume we are likely to
have as compared to the United States?

Mr. SymincroN: I would not say that, but there are other factors which
enter into it. For instance, there is the cost of the conversion of the plane
to Canadian conditions. Another thing, I am not going to try to compete with
the United States in 100-passenger plane types. We haven’t got anything like
the population. In my opinion the volume of traffic we have here will be better
served by the 40-passenger type of plane; that with speed, is, from our stand-
point, what we need, and will serve our purpose better than the 100-passenger
models; and, as I say, my reason for that view is that we have not got the
density of population. Now, in that estimate of the situation I may be wrong.
But I would say roughly that we can build the 40-passenger type of plane
in Canada at about the same figure as we could have it built in the United
States, and certainly if we had to pay duty and other charges, we should be
able to build it for ourselves a lot cheaper.

Mr. Rem: What would be the cost of the larger type of plane which you
are intending to use on your overseas runs?

Mr. Symingron: The type of plane we are building for that purpose is
the one which has a cruising range of 3000 miles or more, they have to make
long hops over the ocean, and that is an operation which is somewhat different
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from one where you have a chance to land every 100 miles or so and refuel
and service your plane. On these long hops you have to carry a tremendous
weight because of the quantity of fuel and other items that have to be carried.

Mr. JackmaN: And the fact that volume does not enter into the picture of
aireraft production as it does in the production of motor cars, for instance;
consequently, in your opinion, planes could be built here at or below the cost
at which they could be built and brought over from the United States.

Mr. Symineron: May I correct that, for less than we can buy them in the
United States—volume certainly plays a large part, undoubtedly it does.

Mr. JackmaN: How much is the duty on a plane going to be?

Hon. Mr. Howe: I think it will work out at around 35 per cent for all ordin-
ary purposes.

Mr. Hazex: Where do you get your engines from?

Mr. Symingron: The engines for use on the Canadian planes are the Rolls
Royce, which are of course brought over from England. You see, we combine
what we consider the best design in the plane with the greatest power in the
engine, and our craft are unique in that respect.

Mr. Jackman: Would you not speed up the supply of new planes for T.C.A.
if you take some of these reconverted planes that you were speaking about a
moment ago—

Mr. SymincroN: All our converted planes are two-engine machines for use
on our domestic lines. These four-engine machines are the ones which have the
3,500 mile range. There is no conversion in connection with them at all.

Mr. Jackman: But we are talking about more reconverted planes for the
Canadian service?

Mr. SymingroN: We are getting them from the R.C.A.F. and converting
them for use on our mainline service; they are the Douglas DC-3’s.

Mr. Jackman: That is what are called Dakotas?
Mr. SYMINGTON: Yes.

Mr. JackmaN: And I presume the cost of converting them is lower than
would be the case if you were to build new planes?

Mr. SymingToN: Yes, I think they will be considerably cheaper. Up to date,
particularly in the United States, the converted planes have cost as much as
new planes. The conversion job in a plane is a whale of a job because there are
so many interlocking parts that when you come to change one part it affects
others and the result’is that you find yourself facing a pretty expensive problem.
But there is no doubt that it will be cheaper, particularly with the number
that we are going to do. What is more important, we at least can get them and
we cannot get any new planes. One of the members asked something about
what these C-47 planes were like that we are converting. I rode up here to
Ottawa in one of them just the other day and we brought along with us the
president of Chile. It is a very fine plane, a very handsome plane, and a very
comfortable plane; and it cost us less than a new plane. The next one will cost
less than that one, because the first always costs more. Our theory is that these
planes will do us until there is a new design of a more satisfactory and more
economical type of two engine plane, which does not exist anywhere i the world
to-day; one that will meet the requirements of certain types of operation. The
DC-3 was the greatest advance in aeroplane construction ever made to date,
but it will only hold its place until the drawing boards turn out a plane—which
they all have on them—which will compete favourably with it in range, cost of
operation, and so on, and that cost of operation will have to be away below
what the DC-3 is. It is bound to come.

Mr. HarkNEss: But so far as you are concerned you will be able in that

way to get a fairly cheap plane suitable for domestic use?
48287—3 :
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Mr. SymingTon: Yes. I would not like to say how cheap, but cheaper than
we can buy a new one. Yes, I would think so, and it will all be spent in the
country.

Mr. HargnEss: And is the C47 a Dakota?

Mr. SymingToN: Yes, it is a Dakota.

The CuamrMaN: Are there any other questions, gentlemen?

Mr. JackmaN: In connection with the paragraph to which you just referred,
do you pay any royalties on these DC-4’s? -
: Mr. Symingron: Yes, Douglas gets a royalty on it in the agreement with
the Canadian government.
Hon. Mr. Howe: We could not possibly design a 4 engine transport plane
and go into produetion on it ourselves; it is much cheaper to buy the design and
modify it than rather than to start from scratch.

Mr. JackmaN: What is the royalty basis, do you recall?

Hon. Mr. Howe: No. I do not recall the terms exactly, and I thought them
reasonable. -

Mr. JackmAN: I presume it is a percentage on cost?

Hon. Mr. Howg: No, it is a flat sum, plus something—I don’t recall the
details at the moment. :

Mr. Hazex: On page 6 you show the result of operations, and I observe there
that while your revenue is up your operating expense is also considerably higher
and that is so despite the fact that there is an increase of almost $1,000,000 in
your operating revenue. Could we have an explanation as to that?

Hon. Mr. Howe: I think Mr. Symington could explain that; last year we
had a major repair job on these planes, the increased cost of labour and materials
incidental to that repair work was the principal factor in raising the item of
operating expenses. It was a major maintenance responsibility.

Mr. Symingron: I can answer that.

Mr. Hazex: In spite of the increase in revenue of practically $1,000,000 this
year, there does not seem to have been any reduction in operating expense. Is
that accounted for by the increase in wages and cost of materials?

Mr. SymingToN: For 1944, yes; particularly in relation to the rise in
material costs and wages. We had to get most of our parts and equipment from
the United States, and there is no ceiling price on things of that kind and there
is a very heavy demand added to that. T have it here, our wage increase was
$400,000 for the same number of people, and our material cost was up by
$465,000. And, as the minister has said, the big reason behind all that was that
we had a major overhaul to do, what we call a number seven overhaul; which
means rebuilding the wings and struts—practically rebuilding your plane—
which used up a lot of materials and a lot of labour. We got the advantage, of
course, that we prolong the life of the plane and therefore your depreciation
charge goes down. But the item of expense, as I say, to answer that question,
would be a million dollars. When I first saw it it appeared to me to be too high
but when I went into it I found, as I said, that wages had increased $400,000,
materials were up $460,000; and in addition to that was the training expense
for new personnel, the expansion over 1943, and that cost us $235,000; and so
that makes up the million dollars in added expense there, practically; and that
is the way it came in. T do not like to see in this or any operation where we are
doing a million dollars more business and making less money than we had
the year before.

Mr. Jackman: Did you apply for an increase in rates?
Mr. Symineron: No, we did not apply for any increase in rates.
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Mr. NicmoLsoN: What has happened during the eight months of the
present year, has your ratio remained about the same?

Mr. Symingron: We are doing better this year.

Mr. Jackman: Why did you not apply for an increase in rates when you
saw your margin disappearing, particularly where an increase in your rates
would not cause any increase in the cost of living?

Mr. SymiNGTON: As it has been pointed out on many occasions, Mr. Jack-
man, this operation could not possibly make any more money unless we extended
our mileage and in that way got an increase in return. Unless we extend our
mileage we do not get any increase in return and we do not make any more
money. We are not supposed to make money, we are supposed to do the job
as cheaply as possible and not make money. You cannot make money under the
agreement as it stands at present, because the minute you make a profit down
goes your mail rate. As we went along adding new mileage to our routes we
showed a rising income figure. Last year there was no practical increase in our
mileage and we had to expend a lot of money overhauling our equipment, as has
been explained. We have reached our maximum. We are not earning any
money from new territory.

Mr. Jackman: I wonder if anyone from the Department of Transport
could say whether any of the private lines asked for an increase in rates owing
to this unusual rise in the cost of wages and materials.

Hon. Mr. Howe: I do not know whether they asked for an increase on
_account of those factors. They have their postal rates fixed under the mail
contracts, possibly they asked for an increase in mail rates.

Mr. SymineToN: There was no control over passenger rates, although a
board has now been set up.

Hon. Mr. Howr: There is now.

Mr. SymiNgroN: Yes, there is now, but the board has only recently been
appointed.

Mr. JackmaN: The passenger rate could have been raised without in any
way affecting or causing any increase in the general cost of living.

Mr. Rem: On the same page, page 6, I notice that the 1944 rate of com-
pensation received from the post office department for the carriage of air mail
was 42-03¢ per plane mile as compared with 42-90c in 1943, 45-57¢ in 1942,
48-16¢ in 1941 and 60c in 1940: then over on page 7 I notice that passenger
revenue per revenue passenger was $28.41 and per revenue passenger mile 5-28e,
as compared with $30.04 and 5-37c respectively in 1943, or it was a little lower
in 1944 than it was in 1943.

Mr. SymingToN: You see, in this statement we have the operating net;
we get paid according to the number of miles we fly, not according to the
amount of mail we carry at all. As we put in no new mileage last year we did
not get any more payment from the post office, it was just the same. We
carried a little more mail for the same amount of money and the cost factor went
down although the revenue factor was a little larger; but it did not matter
whether we carried a thousand pounds of mail or one pound, we get paid for the
plane miles we fly.

Mr. NicuoLson: Are you working out a new arrangement with the post
office? I understand you are. Could you tell us something about that?

Mr. Symineron: I do not know that I could, Mr. Nicholson; we have had
some discussions with the post office.

Mr. NicuoLson: And that will be based on the result of the experience you
have had in the past? ‘

Mr. SymingTON: Yes.
48287—3}
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Mr. Nicuorson: And have you been able to reach any decision yet as
to what would be a more satisfactory arrangement?

Mr. SymineroN: Well, the matter is under discussion at the present time
and I would not like to say more than that at the moment.

The CuamMman: Well, gentlemen, it is 1 o’clock; and, perhaps with the
approval of the committee, we could meet again at 4 o’clock and possibly take
up the balance sheet item by item.

The committee adjourned at 1 o’clock p.m. to meet again at 4 o’clock p.m.
this day.

AFTERNOON SESSION
The committee resumed at 4.00 p.m.

The CHAIRMAN: Questions were being asked on the report given by Mr.
Symington. Perhaps there are a few more questions and then we can go on
with the balance sheet.

Mr. Jackman: I wonder if Mr. Symington can tell us on page 6 which of
these routes and services are paying for themselves and which are still running
at a loss? : ;

Mr. Symineron: Which do you mean?

Mr. Jackman: Under routes and services; there are seven of them outlined -

there.
Mr. Symineron: They are really all one.
Mr. Jackman: You do not have a breakdown of the cost of individual lines?

Mr. Symingron: I should not think so, no. You see the operation is a 3,900
or 4,000 mile operation with the only real side line being Lethbridge, Calgary,
Edmonton. I think that is the only one that you might say is a little bit detached
from the others. The Halifax-Sydney operation, of course, is a part of the
circular run to Halifax and back to Moncton, and so on.

Mr. Jackmax: This morning you did say something about St. John’s,
Newfoundland.

Mr. Symineron: On the question of space St. John’s, Newfoundland was
very heavily patronized, particularly in the army days. It was full up.

Mr. Jackman: Will that have enough traffic to show a profit in the future?

Mr. Symineron: I think it will undoubtedly have enough for one operation.
We are running two now and they are still full.

Mr. JackmAN: Two a day?

Mr. SymincToN: Two a day, but if it falls off we will reduce it to one,
but it is a very well patronized line at the moment.

Mr. Jackman: How does the passenger rate of 5-28 cents on the average
compare with American rates? I noticed there was an article in the Saturday
Evening Post a few weeks ago on “What We Want Is A 3 Cent Air Line.”

Mr. SymineroN: I read that with great care and I had a conversation
with Mr. Smith about it. He is looking several years ahead. He is a great
optimist. He thinks he is going to carry most of the people in the United
States by air and not by rail. He is a tremendous optimist and a very far seeing
energetic man. With respect to a comparison with the present rates as between
the United States and ourselves we figure they are just about the same, but
they are based on different principles. As you know we have air travel cards
under which we give a better percent discount to holders of air travel cards
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who make a deposit, and they must have a certain number attached to a card.
It was originally to promote the idea of air travel, building it up in a country
where it was not known. We also give a 10 per cent reduction on return fares.
They have no discount, no air travel cards, and while their quoted rate is a
little below ours as far as we can figure there is very little difference by the
time you take the thousand air cards that are out in Canada plus the return
fare discount. There is very little difference between them. If anything I would
say we were a fraction of a cent higher.

Mr. JackMaN: Can you make any comparison between the effective air
mail rate in Canada that is paid you by the post office and the rate in the United
States?

Mr. SymincToN: I can only make you this comparison. Under the American
act the rates are fixed by the civil aeronauties board. The post office have nothing
to do with it, the government has nothing to do with it, the air line has nothing
to do with it. When I say that I mean that any one of them can complain to
the board. Under the Act they are directed to give a rate which will allow
cost and a reasonable profit over the whole operation of any line which is
reasonably well operated. This is in comparatively recent times so that we can-
not quite see what the result is yet, but I was looking over the rates they pay
and on the big air lines which have been more prosperous through war carriage
they reduced their rates down to something like 34 cents per ton mile. It has
now been raised. They decided they were wrong and it has been raised as a
temporary measure to 45 cents per ton mile. That applies to the four big air
lines. Then when you get into the smaller ones they run all the way up to
$2 and $3. It depends upon what the board allows them in the area they
operate, what they require to permit them to operate at cost plus a fair profit,
and the board sees they are reasonably well operated.

So it is a very difficult thing to compare. There is not any doubt that on
the big air lines the air mail rate is lower than ours. Take, for example, the
run between Boston and New York. I think there are now something like 80
frequencies a day with the four lines running them. With an average spread
over each plane where they can put 300 or 400 pounds in each they carry a
tremendous tonnage of mail and yet it is small enough not to interfere with
their capacity to carry passengers and other cargo wliereas it is a different thing
where you only have two or three frequencies and you have to take 1,200 pounds
of mail and take passengers off in order to carry it. A comparison really cannot
be very satisfactorily made, but I would say with their tremendously large
cities, and the large volume of mail they carry, that their rates are lower than
ours.

2 Mr. JackmaN: I suppose we are leaving the post office contract until later
on?

Mr. Symincron: I presume the post office contract comes up under the
new bill.

Mr. NicHoLsoN: Air mail has priority over passengers?

Mr. SyMINGTON: Yes. That is one of the things that also comes under the
bill. They not only have a 1,200 pound priority but they control the times we
can run which is a great disadvantage because they always want a midnight
flight to clean up the late postage of mail. That destroys our passenger business.
People will not travel and get home at 4, 5 and 6 o’clock in the morning. If we

- were running that show—I will go into this on the bill—we would have a plane

leaving Montreal at 4 and getting to Toronto in time for dinner and Windsor
In time for bed. People will not travel when they are going to get in at
3 or 4 o’clock in the morning. All these things come of necessity into the
Question of higher mail rates.
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Mr. Rem: What would the effect be on the system from a financial point
of view if you were not carrying air mail?

Mr. SymiNcroN: I do not think we could operate successfully without it.
It is a steady filler load.

Mr. Rem: You do not visualize in the future the use of mail planes alone
in Canada?

Mr. SymingTon: Of course, you cannot form a conclusion on that. That will
be a matter of trial and error. If, as some of us expect, some day all first class
mail will be carried by air it may be then that you will have special mail ships.
I do not think you would ever have special mail ships to carry it all. You would
want to leave some leeway to fill in on the weight you could carry in your other
planes to contribute to the cost, and get your full load wherever you could.

Mr. Rem: Personally I think all mail should be carried under the modern
system, but I was wondering when that day comes if it would interfere with
your present system of passengers and mail?

Mr. SymincToN: I cannot answer that. Of course, naturally if we put on
mail planes and got a rate which would pay for it that would always leave us
the ability to fill up full with passengers if we had to, but in an ordinary air line
in ordinary times you do not expect to have 100 per cent passengers. On one
trip you may and on the next one you may have 65 per cent or 60 per cent. We
take that mail because the plane can lift it and take it. We put it in so as to
try and get the maximum result out of the operation.

Mr. Rem: The thought T had in mind was whether one could compare it
with railroad operation. You have passengers and freight handled by railroads,
and if one looks over the statement of a railroad one comes to the conclusion
that were it not for the freight the railroads could not operate on passenger
traffic alone. That is the heavy end of expense. I am wondering if the same
situation has not already developed in the airplane whereby you are depending
on freight, express or mail, and that the passenger is a dead loss?

- Mr. SymingroN: No, not in the air. Your cubic space to fill is such that
you cannot possibly carry anything except very high grade freight, and you
would charge for passengers, of course, per pound a great deal more than you
can charge for freight.

Mr. Rem: The thought of how you charge enters into it if you are depending
on mail to carry -on your operations successfully. Then how do you set the
fares for passengers and the rate for mail? How do you differentiate? Which
is paying and which is not? Which part is paying and which is not?

Mr. SyminaTon: It would be difficult to demonstrate it to a nearer conclusion
or a dollar and cents basis, but there is not any doubt that until you have
sufficient mail to fill a plane plus sufficient passengers to fill a plane then there
is an advantage in filling in the space which you can get up and get down with.
For instance, it is obvious from the records of this company, I think, that when
we started out about 80 per cent of our revenues came from mail because we did
not have any passenger business. That has been reduced to 30 odd per cent
because we have carried passengers. So that the two combined to work in
naturally. It is a flexible operation. People, for instance, do not understand
it when sometimes, depending on the weather partly, we have a heavy mail load
and we refuse people space to carry them. The rest of the passengers get in and
they see two or three empty seats. They say, “What kind of an airline is this?
They would not take my friend so-and-so and here are three empty seats.”
The answer was we had a mail load and we could not take a full passenger load.
We had to take the mail.

Mr. Nicrouson: You have not any leeway there?
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Mr. SymingroN: No, except weather leeway. In perfect flying weather
perhaps we could have operated all full or with one vacant seat but where you
have bad weather and are bucking winds, and all that sort of thing, or one or
two air fields may be out, you have te proceed accordingly.

Mr. LockHART: Cancellations are made because of air load?

Mr. Symineron: Oh yes. People have not understood that but that is a
fact. If, for instance, we could run a plane and knew we were going to have
every seat filled we could make money on it without the mail.

Mr. McCurLrocH: Very few people know that.
Mr. SyminegToN: I know that.
Mr. McCurrocH: I think it should be put in the press.

Mr. SymiNgToN: It has been, and there have been articles, and I will bet
T have written thousands of letters on it to people complaining,.

Mr. Murca: I would suggest to you that it is not always as tactfully
explained as it might be at your own airports. People are dropped. I have a
concrete case in mind of a person who was dropped off and there were two
additional empty seats. It is understandable if you know, but not only was no
attempt made to explain it but so bad an impression was given that I have
had considerable communication about it. I think you might stress that a
little more.

Mr. Symingron: We have tried to, and we will try to again. Of course,
the trouble is at the time the plane is leaving and people are being deplaned and
you are trying to get new accommodation for them you can understand that a
couple of people at the airport are busy and perhaps have not time or do not
explain it as well as they might. :

Mr. Murcu: It is hard to be good-humoured at 4 o’clock in the morning.

Mr. SymingTon: That is quite true.

The CuarrMAN: Any other questions?

Mr. JackmAN: Under the heading of equipment we were talking about the
new plane that is coming on the service. In view of the fact that so much of
the travelling on the T.C.A. is across Canada and by night is anything being
done to allow you to stretch your legs out without bending the knees as you
have to at the present time?

Mr. SymingToN: The new planes are much roomier.

Mr. Jackman: It is very difficult to sleep in the present ones because you
cannot stretch your legs out.

Mr. Symingron: It is all right if your conscience is clear.

Mr. Jackman: It depends how tired you are.

Mr. SymincgroN: They are much roomier.

Mr. JackmAN: It is not just roomier. If you get a seat right where the
cross beam is— !

Mr. SymincronN: There is no cross beam in these.

Mr. JackmaN: No cross beam at all? That is too bad because on the
present ones there is room to park your feet underneath and stretch right out
without half sitting up. You can reach a real reclining position, not flat, of
course, but on a real angle. Is anything being done because of our peculiar
Situation in Canada where so much of it 1s an all-night journey to allow one to
have a full stretch out?

Mr. Syminceron: We have got the most comfortable seats that can be
bought. They are the seats that are used on the best American air lines with
Some improvements of our own.
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Hon. Mr. Howe: We will sell you a bed when we get our new planes.
Mr. MayBaNK: Is that right? Are there going to be sleepers?
Hon. Mr. Howe: I think so.

Mr. SymingToN: That remains to be seen. Theoretically if a person wants
to go to bed he should pay double fare because you can only carry half as
many people. It is a thing yet to be demonstrated but I would suspect, know-
ing that it is only a one-night trip, that people with a good reclining chair,
where you can stretch out at a pretty good angle with plenty of room, would
probably sooner do that for one night than pay double fare to go to bed. If
you have a bed it takes up more room and you can only carry half as many
people.

Mr. Rem: And if an accident happened most people would like to meet
St. Peter fully dressed. '

Mr. SymIiNGTON: Yes.

Mr. Murca: How about your trans-Atlantic service? - That will involve
sleepers?

Mr. Symingron: That also still remains to be seen. My own theory at
the moment is—I may be wrong and there is no finality about it—that we have
an advantage over our very powerful friends to the south in that we can fly
non-stop from Montreal to Londen over night and they cannot.

Mr. Rem: Did you say from Montreal to London non-stop?

Mr. Symingron: I would anticipate that we would get more traffic at a
rate for sit-up passengers with a good stretch-out chair than we would get with
double fares or two-thirds more or anything else for the purpose of going to
bed for one night. I may be wrong. That is a thing you have to develop, but
our first ones will be a reclining chair.

Mr. McCurrocu: You cannot get sleepers going to New York today on
the train. .

Mr. SymincToN: No.

Mr. JackmaN: I am not suggesting double fare for a bed but it does seem
to me that a good interior architect could design a passageway down one side
part way and then down the other side for the rest of the way so that you could
rest your legs on a foot stool or something of that sort. When you get your legs
up you can sleep much better. I find you can. It is very tiring to have them
dangling all night.

Mr. SymineToN: I am sorry you did not go into the plane used by the
president of Chile and then you could have decided whether we have met your
ideas. I might say that you can get a lot of money if you can improve them
because it has been the subject of very serious study by at least fifteen or
twenty firms in the United States all of whom will tell you they are the best
designers of comfort in aircraft, send you beautiful pictures, and so on. How-
ever, you generally find they cut your pay load down very much. They might
suit a tall man and not a short man or suit a short man and not a tall man.
It is not a subject that has not been given the greatest study by really expert
designers. If any good designer can create one extra seat in an airplane so
that it earns that much more money every day he is worth a lot of money.

Mr. JackmaN: Some place reference was made to meals served by the T.C.A.
that they were not quite up to the standards of corresponding American lines.

Mr. Syminaron: You take the longest trip you have of the T.C.A., you get
your breakfast, and possibly also your lunch. It is called “lunch”, it is not a hot
lunch, it is eold; and you get your dinner on some runs. The situation of course

is that on the planes we are running there is not the accommodation to serve a
hot meal.
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Mr. Jackmax: I read that some of the American planes have much better
meals and a better variety than you serve on the T.C.A.

Mr. Symingron: Well, the American lines have been using the planes that
we are now getting which permits room to have a fairly good commissariat; and
we have had to redesign the whole thing because of conditions of climate and
temperature. A I say, with the equipment they have they are able to serve hot
meals which we could not serve in Canada at all.

Mr. MurcH: The meals are free, aren’t they?

Mr. Symingron: Yes.

Mr. Jackman: Free—well, you pay for them in your ticket.

Mr. Symingron: Oh no, they are free.

Mr. Maysank: If you did not have them you would not expect to receive
any cut in the bill for your ticket.

Mr. Symingron: It all depends—it does not really matter—I receive lots
of letters, I brought some of them with me, about our airline from operators of
other airlines; and on this question of meals are letters from women who say that
our meals are tastily served, neatly served; and one of them says that so far as
she is concerned she prefers a good cold meal to a bad hot meal such as she gets
on the American lines.

Mr. Jackman: Oh well, maybe those are people' who are only making their
first or second trip by air.

Mr. SymineToN: These are from air travellers. Lots of them say that, that
they prefer salads to a lukewarm hot meal. On the other hand you may run
into somebody who prefers to have his meal hot, particularly dinner. I am not
saying for one minute that our meals are perfect; but I do submit that if you
will go into these letters here, if you care to examine them, you will be interested

in what they contain. Considering the facilities that we have at our disposal,

the type of plane we are using, I think we are doing pretty well.

Mr. JackMAaN: I might say that the last time I was in one of these places
there happened to be an American talking about the situation in the United
States. I was asking questions about comparisons with their own line. On some
points he thought our facilities compared very favourably but one of the points
of comparison where he thought we were deficient was our airport facilities, that
they were certainly lacking in comparison with some of the American lines. I am
not, referring to the larger ones, but to the smaller centres.

Mr. Symingron: I would agree with you perfectly from that angle of it,
but if we were to go and spend anything like the same amount of money they
have spent on those facilities—

Mr. Jackman: Of course, a point comes up there; would our traffic justify
it the same as the American traffic does?

Mr. SymineToN: No. I have not heard any complaints from any of the
airline men who have gone over our airlines about that feature of it. What
counts is how you handle things at an airport; and not the particular building of
the airport, I mean the administration centre, it is the people who count in an
airline.

Mr. Jackman: I would be a little critical of the housekeeping in some of
these airports.

Mr. SymingTon: Maybe. I said that I wasn’t going to quote these things,
but it is really quite extraordinary, the letters you get, and not letters from any
one country or any one person. I do not know whether you gentlemen realize it
or not, but there is hardly an air country that has not asked for the privilege of
sending somebody to study T.C.A.s operations—Holland, Belgium, Norway,
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Sweden, Great Britain, Spain, Czechoslovakia—all of them experienced people
and all write letters saying what they think about us and of the great service it
has been to them; and these are all people who operated airlines long before
we did.

Mr. JackMmaN: I think you could improve a little bit on some of the house-
keeping around the airport stations. Sometimes the water fountains do not work.
I recall that at Lethbridge the last time I was there there was trouble with the
fountain and the water in the men’s room at Malton was out of order, full of air
bubbles, bubbling all over the place you know. I understand they had some
trouble with wells there. Generally, I think your housekeeping arrangements
could be better. :

Mr. SymineroN: Well, I quite agree on that, and if we had—

Mr. Jackmax: I think if we had a little more routine inspection, some of
these things would not occur.

Mr. Symingron: That is very possible. I do not submit for one minute
that the thing is perfect, perhaps some of that is my own particular fault
because as I have always told you I do not want to operate a line at a deficit,
and our people are trained that money counts together with courtesy. It may
be that at Lethbridge, where I will admit that the station facilities are a combin-
ation—a place for passengers and a hangar are all in one building, and the
customs house officers, because it is an international port—that the accommoda-
tions is not particularly good. It is a long way from town; it may be that the
water did bubble up. Sometimes these things will happen and you cannot help
them, particularly when you are operating out on the prairies some distance from
a town. I do not say that in the way of excuse. It is not a very serious thing.

Mr. NicuorsoN: There will not be many casualties from that sort of thing.
Mr. SymincroN: No, there will not be many casualties.

Mr. Hazex: From the report I note that you carried 156,884 revenue
passengers in 1944?

Mr. Symingron: Yes, sir.

Mr. Hazexn: What percentage of the passengers carried suffered injuries
through accident while being carried?

Mr. SymingToN: None, I think. T would say off hand, none.

Mr. Hazex: What damage to equipment did you have as a result of aceidents
in 19447

Mr. SymingTon: I will give you that: in 1944 in Winnipeg, January 28,
there was a forced landing and the damage to the plane was $62,000. There was
no damage to passengers. On February 9 at Kapuskasing, a plane taxied off
the airstrip; no damage to passengers, $15,000 damage to the plane. April 17
in Winnipeg— ;

Mr. MayBank: Taxied off coming down?

Mr. Symingron: Yes. Belly landing, Winnipeg—$7,000. So there was no
damage to persons in 1944.

Mr. Hazex: $84,000 damage to property?
Mr. SymiNcron: $94,000.

Mr. Emymerson: There is one item I would like to refer to here; unfortunately
I was not in the committee earlier and so perhaps this point may have been
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covered, but on page 1 you are speaking about international flights and proposed
flights; I just wanted to know if there will be a direct flight from Halifax to
Boston, or Halifax to St. John.

Mr. Symixcron: It will be over the water. Whether it will be a Halifax-
St. John-Boston, or St. John=Halifax-Boston, will depend. Under the agreement
we can land at as many points in Canada as we like, but we can land at only
one point in the United States, and vice versa. I would expect though that that
might well be a feeder, from Boston up into Newfoundland to connect with our
trans-Atlantic flights. That is, as you know, a very short direct flight from
Boston, along what is known as the great circle route. We had that in mind
when we asked for that route.

Mr. NicroLsoN: You say that they can only land at one point? How about

that Winnipeg-New York route?

Mr. SymiNcToN: You can land at only one point for commercial purposes.
You can land at as many points as may be necessary on account of emergencies.

Mr. MayBaNk: That means that you can only drop or pick up passengers

~ at one point.

Mr. Symixeron: You are in bond all the way.

Mr. MayBank: You are in bond to your destination, and that would be
New York.

Mr. Syminaron: No, that is an alternative route. Ordinarily we would leave
Winnipeg and run through Milwaukee and on down to Windsor and then to
New York.

Mr. Mavsank: And you are in bond. I thought the question related to
Toronto.

Mr. Symingron: No, to the New York run.

Hon. Mr. Howe: We did that under the two freedoms agreement. It is not
a commercial arrangement.

Mr. SymiNgToN: You cannot do anything there, except to come down for
gas and get up again.

Mr. Rem: Then new landing fields would not be of any great assistance
between Vancouver-Victoria-Seattle. Where do you land in Seattle? :

Mr. SymingTox: I do not know the name of that field, it is the field they
all use.

Hon. Mr. Howe: It is the municipal airport.
Mr. Jackman: Does T.C.A. have offices in C.N.R. premises?

Mr. SymineToN: Not as a rule, although at Halifax the office is in the
Nova Scotia hotel, just the same as the situation here at the Chateau Laurier.

Mr. JackMmaN: I notice that with respect to personnel you say,

Total personnel of the Company, as of December 31, 1944, was
2,790. Women comprised 33 per cent of all employees engaged in
the domestic services, as compared with 35 per cent at the end of 1943.
Thus, for the first time since the outbreak of war, the proportion of
female employees showed a decrease. Women continue to perform with
efficiency many duties within the Company, but they are being gradually
replaced by men released from the air force and other services.

Is it contemplated that there will be further reductions in your staff that way?
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Mr. SymineToN: We hear a great deal about reduction of the number of
women employed; naturally the rate of change is very great. I think that we
are probably the biggest matrimonial bureau in Canada, and that makes it
easier for us. But as a matter of policy, we are interested in a certain number
of lines where we recognize their superiority; for instance, it is much nicer to
have a stewardess to smile at you when you get angry at being put off a plane.
It is much more difficult to be angry when a nice looking girl with a pleasant
smile faces you at a time like that. However, we are replacing everything
with men, except for a few key positions of that type; and stewardesses, of
course.

Mr. MayBank: There has been a great deal of discussion about the
superiority of men in some fields and women in others. We had a great many
of them during the war at manual labour. What is becoming of them? Can
they do a job of manual labour as well, or will it only be for an emergency
such as war that you could use them.

Mr. SymiNeToN: In manual labour I think we figured they were perhaps
costing us 15 per cent more.

Mr. MayBank: In all these jobs around airports, however, they would
not come up to the standard—

Mr. SymingroN: Not up to a good man.
Mr. MayBaNk: Yes—of the stronger sex.
Mr. SymineToN: Exactly.

Mr. JackMAN: There are a lot of jobs that women can perform as efficiently
as men. This talk of getting rid of women may not be so important after all.

Mr. SymineTon: We have a big job to do. There is the duty taking back
our own people, our own men whom these women replaced, I suppose we have
—1I don’t know how many thousands of applications. Naturally, Canada is
air-minded; it has had a lot of people in the air and they look for jobs. We
are giving as many of these people jobs as we can, and in certain types of traffic
positions, stewardesses, some stenographic positions, and even teletype positions,
there will be women who have been trained and made very good, they will be
retained. But I would say that our policy at the moment is, equal efficiency,
we try to find a place for a returned man.

The CuaRMAN: Now, gentlemen, shall we go on to the balance sheet? With
the other statements I think Mr. Cooper gave us the explanations. Would
that meet with the approval of the committee, to have Mr. Cooper discuss
the balance sheet, and then you can ask him any questions along with Mr.
Symington.

Hon. Mr. Howe: There is one thing to which I would like to call attention,
and that is the capital of the air lines is represented by cash in the balance
sheet. It is liquid position. There are not many balance sheets in that happy
position.




BALANCE SHEET AT 31st DECEMBER, 1944

ASSETS

Current Assets:

LB ogleallag Al )7 (e it Wit nd S C 1 SR T G $ 666,554
Working Fund Advances. 14,202
Special Deposits ...... 522
Accounts Receivable ....... i 1,337,083
Traffic Balances Receivable......... 195,404
Balances Receivable from Agents. . 47,136
Material and Supplies.............. 1,200,686
Interest Receivable........... 0 ..... 11,250
Other Current Assets............... 15,944
Deferred Charges:
Prepayment—Rents ................ 937
Prepayment—Group Life Insurance.. 11,630
Research and Development Expense. 37,480
Other Deferred Charges............ 9.835
Inautanee” Fandi . i oo lireits ks aiiii s
Investments:
Investments—Dominion of Canada
........................ $ 749,062
Investments in Afﬁllated Companies. 2,761
Capital Assets:
Property and Equipment............ $6,661,488
Less Accrued Depreciation.......... 8,025,594
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$3,488,784 44

59,884 09
881,798 00

751,823 50

3,635,893 35

$8,818,183 38

LIABILITIES
Current Liabilities:
" Accounts Payable .................. $ 958,808 14
Traffic Balances Payable............ 4,225 85
Air Travel Plan Deposits........... 342,975 00
Salaries and Wages. ...........covun 167,394 52
Other Current Liabilities........... 153,068 74
Reserves:
FREVEBNCE. . 4« o5 DB a2 gl e Capi b $ 881,798 00
FAVEREEEY . » 5L 2 L 2L OIS ik P Gg0 218,000 00
Capital Stock:
Common Stock Subseribed—
Pap. Valtie' ) o oaSeos i o o S $5,000,000 00
Less Uncalled Subseriptions to
Common s SLOck il vie s b ooa v 400,000 00
Supplies:
Balance at 1st January, 1944....... $1,484 503 84
Surplus for Year 1944............. 7,409 29

$1,626,472 25

1,099,798 00

4,600,000 00

1,491,913 13

T. H. COOPER,

$8,818,183 38

Comptroller

CERTIFICATE OF AUDITORS

We have examined the books and records of the Trans-Canada Air

Lines for

the year ended the 31st December, 1944, and subject to our

report to Parliament, 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 31st December, 1944, and that
the relative Income Account for the year ended the 31st December, 1944,

is correctly stated.
15th March, 1945.

GEORGE A, TOUCHE & CO.,
Chartered Accountants.
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Mr. Harris (Grey-Bruce) : Rather a dangerous one, in respect of any appli-
cation for a reduction of rates.

Hon. Mr. Howe: It is a nice position to be in, anyway.

Mr. SymineroN: You have got to have that because of rapidly changing
equipment requirements which force you to go out and buy equipment of a very
expensive type.

Mr. Harris (Grey-Bruce): Quite so. I entirely agree.

Mr. SymingTon: We have built up an insurance fund of $881,000 for our
self-insurance, which has lowered our insurance rates even below what we can
insure for outside. I have been very anxious to build up to a safe figure, because
if we go to very large four-engine planes with 40 people in them, if anything did
happen it would be very large affair.

Mr. Rem: Does this cover the planes only, or does it include the passengers?

Mr. SymincroN: Both.

Mr. Maysank: Could you give us the total cost, in round figures, of your one
bad crash, the one at Armstrong, a few years ago?

Mr. SymineToN: I don’t recall exactly what it was; of course, it was a
complete plane, which costs us $185,000. At that time, however, we were
insured and we did not have anything to do with it.

Mr. MayBank: But to-day it would be your responsibility?

Mr. Symineron: Yes. $160,000, I think was the total amount of the claims
settled as a result of that crash.

Mr. MayBaNk: And the plane?

Mr. SymineTonN: And the aeroplane as depreciated, the depreciated value
of the aeroplane.

-~ Mr. MaysaNk: That would be?

Mr. Symineron: I think that was the total of the two, the total loss was
$160,000.

Mr. Maysank: That covered it all?

Mr. SymingTon: Yes.

Mr. MayBaNk: And what did you say your insurance fund is now?
Mr. SyminegroN: $881,000.

Mr. MayBaNk: You cannot have that kind of a crash very often with
that kind of a fund.

Mr. SymingToN: No. :

Mr. Murcu: Were all these elaims settled, there were none outstanding?

Mr. Symineron: ‘There were none outstanding. Two or three of them were
fought by the insurance company and subsequently settled before they went to
the Privy Council.

Mr. MayBaNk: They did get to the courts?

Mr. SymingTon: Yes, Mrs. Moss, I remember was a particular one.

Mr. Jackman: Do you carry all your own insurance?

Mr. Symingron: All except the planes when in the hangars, and the han-
gars. We felt that our loss would be too great if a fire occurred in a hangar
with ten planes. We have not yet felt justified in view of the prevailing rate
of insurance in assuming that risk ourselves.

Mr. MayBank: If you had a complete loss of a 40-passenger plane it
would make an awful dent in your insurance fund.
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Mr. Symingron: It would, there is no doubt about that. But at any rate
we have $881,000 saved up, and that is what we would not have had if we had
not insured ourselves, and it is a nice backlog.

Mr. MayBank: I suppose $50,000 or $100,000 is not very much in the way
of damages?

Mr. SymingToN: That all depends, of course, upon who is responsible for
the accident, you see. At any rate, I hate to talk about these things—I may
be superstitious. in a way, if you like—but no airline in the world has had the
record we have had, not any of them.

Mr. MayBank: You mean, from the accident standpoint?

Mr. SymixngToN: No, not any of them.

Mr. Jackman: I think you will find that the one disaster which you had
was in relation to a line of your size much greater than losses on some of the
commercial operators, some of the American lines, who have a much higher
number of miles flown and consequently a higher percentage of loss; I suggest to
you that possibly your ratio loss is greater than theirs is.

Mr. SymingroN: If anybody tells you that, they do not know what they
are talking about; that is not so.

Hon. Mr. Howe: It is not so.

Mr. JackmMAN: One substantial crash means more to us in a personal and
property damage—

Mr. SymincToN: We have only had one crash in seven years.

Mr. Jackman: I realize that.

Mr. SymingTon: The leading American line had 8 in 6 months.

Mr. Mavsank: That is what T was going to ask you about. Have you any
other comparisons? :

Mr. SymiNgToN: You can compare it with any line in the world; there is
not any question about it, none of them can show as small a loss ratio as we
have. As I say, I hate to talk about it, because I always think something is
going to happen if you start to brag about those things.

Mr. Maysank: Of course, not everybody else is as superstitious as you
are, Mr..Symington. That is why these questions are being asked.

Mr. Jackman: I sometimes feel that the extreme care of T.C.A. in not
setting out if the weather is not pretty near perfect is one of the reasons this
loss ratio is so low. That is merely a surmise on my part.

Mr. Symingron: Well, you may be right. I would propose to eontinue it
if so. ~ But I do not think that yout conclusion is correct. If you want to know
my reason for it, it is that at the initial stages and ever since, Trans-Canada
Air Lines have spent more money per man training pilots than any other air
lines. It gave the original pilot group a tremendously high standard and they
were proud of it; and they have seen to it that the fellows who followed lived
up to the standard. That is the reason, if you ask me.

Mr. Maysank: We cannot afford to have any losses at all. The policy
that has done so well should be kept up. ;

Hon. Mr. Howe: Our operating ratio is as good as that of anybody, 95 per
cent to 96 per cent.

Mr. Jackman: What do you mean by operating ratio?
Mr. Symineron: Completed trips, you mean.
Hon. Mr. Hows: Completed trips, yes.

. Mr. Symineron: T can say to you that, having travelled through the sunny
climes of the south, the operation of an air line in Canada is a tough propo-
sition compared to what they have.
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Mr. JackmaN: You have a very commendable record.

The CuarMAN: Are there any other questions, gentlemen, on the balance
sheet or can we proceed to the next table?

Mr. Rem: What is this item of air travel plan deposits, $342,975?

Mr. SymineToN: With regard to these travel cards, they have to make a
deposit. That is one advantage of the travel card. If you have a travel card—
and I have one here—you can go into any airlines office in America or any
place else, and if you produce that and give them your number, you can get
your ticket. Yo do not have to have any money in your pocket or anything
else. But in order to do that, every firm which get a travel card has to make
a deposit so as to insure that those charged tickets will be realized on. That
is the amount deposited under the air travel plan system.

Mr. McCurrocu: Do these firms get a special discount of 15 per cent?

Mr. SymingToN: Yes, they get 15 per cent.

Mr. Rem: With reference to that item of investments in Dominion of
Canada bonds would that be surplus of profits invested in dominion bonds,
$749,062.50?

Mr. Symingron: That is theoretically, I suppose, profits. It is not so much
profits as it is depreciation that we write off each year, off our planes, thus giving
us cash which we invest until we buy new planes.

Mr. MurcHu: Is any of your insurance fund invested in bonds?

Mr. SymincroN: Yes, all of it. Of course, the insurance fund is a separate
fund, a trust; and the same way with the investment fund.

Mr. Rem: What is the item of investments in affiliated companies? It is a
small amount.

Mr. SymineToN: To get into New York you have to buy a $100 share in
the air field or something like that. It is that type of thing. Then there is
a company that looks after meteorology or some of those things. But the
whole amount is around $2,000; all the things you have to hold in order to
operate, that is all.

Mr. Jackmax: I suppose in another year, after you get your equipment,
there will be quite a change in the current position and the capital assets will
be up substantially?

Mr. SymineroN: I expeet that would be the natural thing.

Mr. Rem: Is not that a large amount for salaries and wages at the end of
the fiscal year for your company, $167,000?

Mr. SymineroN: Which item is that?

Mr. Rem: On page 11, salaries and wages.

Mr. Symincron: Current liabilities, salaries and wages?

Mr. Rem: Yes.

Mr. SymincroN: That is the current month; that is about all.

Mr. Maysank: What is the projection for an increase in wage costs in the
next year, if you have estimated it?

Mr. SyminvaroN: I do not know.

Hon. Mr. Howe: It depends.

Mr. MayBank: I thought perhaps you had made some projection.

Hon. Mr. Howe: It depends on the number of flights, depending directly
on the number of aeroplanes we have in the air.

Mr. Symincgron: You mean wages?
Mr: MayBaNk: Lower salaries.
Hon. Mr. Howe: Let us not discuss that.
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Mr. Maysank: I know it is not easy to discuss; but there is an upward
tendency and I thought perhaps you were taking it into consideration. Maybe
it is not desirable to answer that.

Mr. SymingroN: Oh, I do not mind answering it. I feel—in fact I know—
that our salaries are below par. I know men we have got in our organization
that have been offered double their salaries to go elsewhere. But they were
in this company at the start and they have made it their life’s work; and yet
we do not want to take advantage of that. We naturally, desire to keep the
same staff, people who are there a long time, in a high position, and to see that
they receive fairly adequate salaries. But I tell every man that comes for a
position that he must recognize—and this is one of the weaknesses of the system
which you attack-—that I do not think that salaries in a government company
can ever be as high as in a private company. I think in the very nature of things
they cannot be.

Mr. Rem: How long would a pilot last, in number of years, in the service?
How long would you reckon his efficiency would be 100 per cent, as far as
age is concerned?

Mr. SymineToN: It varies a good deal with the pilot; but I should think
with some of them, 15 or 20 years.

Mr. Rem: 20 years?

Mr. Symineron: We take nobody new above 28.

Mr. Rem: What happens after that?

Mr. SymingroN: They get a ground job until their pension time arrives.
Mr. Rem: Is there a superannuation fund?

Mr. Syminerox: We have a pension fund. We started that at the start,
I am glad to say.

Mr. MayBank: Is it similar to the C.N.R. fund or better?

Mr. Symingron: Yes. It is a little better, but it is similar.

Mr. MayYBANK: 5 and 5?
~ Mr. Symingron: Yes. They can put in any amount they like. We matech
1t up to 5.

Mr. MayBaNk: You mateh it up to 5?

Mr. SymingTroN: Yes.

Mr. MayBank: Can they go any higher than that?

Mr. Symingron: Yes.

Mr. MayBank: The C.N.R. takes 10?

Mr. SymingroN: Yes.

Mr. MaysaNk: But you take more?

Mr. Symingron: Up to 10.

Mr. Maysank: If the man wants to?

Mr. SymingToN: Yes. :

Mr. MayBank: And it rests at whatever the rate of interest is?
Mr. Symineron: Yes. It buys an annuity for him at whatever is in his

Mr. Maysaxk: Your rate of interest on that fund would probably be rather
low, would it not?

" Mr. SyminagTon: Yes.
Mr. MayBaxk: On the long term?
Mr. Symineron: Yes.

The Cuarman: Could we now turn to income account, statistical data and
the other items?
482874
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INCOME ACCOUNT

Gross Revenue: 1944 1943
YT R S AR et U 2SI S T oy S $ 4,456,767 45 $4,213,599 09
R B I o Rk . % AR VoaRe A = A AN T e ois 56 3,802,395 26 3,515,807 14
BXPTOE. < o o i vaiaes SO s E e N b arev ke Se edhe o w8 ind S S 326,236 18 320,084 12
EXCOHE TDARTAEE (- o v s a5 veais o o v S a o S B o o s ke 50,279 72 60,078 97
BTl ontal NETVICES S v 7 et e W s etd sl o ke, ¥ o aTa e arh 1,679,262 55 1,259,931 19
i s 7 T RN A SRR T G S B, SN N e B e M S $10,314,941 16 $9,379,500 51
Operating Expenses:
Aircraft Operation, Maintenance and Depreciation........ $ 5,213,447 62 $5,004,764 00 J
Ground Operation, Maintenance and Depreciation......... 2,872,546 79 2,520,600 75 i
Anetd ot al-BOOrees | . o r s s S s it b o 0 a0 R o 1,122,419 03 854,827 02 A
Traffic and General Administration.’................ccoun. 813,541 24 572,904 24
R T A R N W S e SATOR) e O o e S 48,852 76 21,805 85
$10,070,807 44  $8,974,901 86
30y b T 1 g e s N AR S e e COredit F9AB0R6 N T R
THCOIIE LR = s i s v sren s s aale s i e ke s s lsins i 25,885 39 26,709 78
Tuterest. on Capital: Inyesbed. 20 - wo 0 00l Ll s iaein s - 230.000 00 230,000 00
Rl s e i i M e BN o oo e e B o B o $10.307,531 87 $9,231,611 64
LTy 11T e e e L e S SN e S S ST $ 7,409 29 $ 147,888 87

STATISTICAL DATA

1944 1943
Ronte Mioapd OPerateds s\ vi i it Ve Sf s dwds s s & iilb lerstate § Soats 5,299 4,903
£ T 5§ pora oy R 2T T R e S el AR SRAL C  Je  T E 9.110.474 8,254,819
s e RO W IUR NEBILE. 5 e S Tkaon e i S mats s e st as o At 9,046,866 8,194,962
Plane Miles Flown—Non-Revenue., .. .....ccoviuercaeeccncsnsenn 924,331 708,967
Beventic Pastengers CafPiedicc v ov'h: 500 viie e s Mo saloidn s ve s 156,884 140,276
Percentage of Passenger OcCupancy.........uo.oeueeveieueeeeannns 84 83
Average Passenger Journey—Miles.........c.oiiiiiiiiiiiiiin.. 538 560
Air l\fail AT ol PO UBAS o s it riinie e s e s, St e Y e 3,739,105 3,726,607
Bxpreat CHrPied——POBUAR" i rv. s i e s e maTs s 6ot Srols e ¥ it 856,016 821,606
Excess Baggage Carried—Pounds.........icevivienerieianiiians 261,731 292,600

Since the inception of operations the company has flown a total of 39,601,158 plane miles
in revenue service and a total of 306,460,139 passenger miles.

ATRCRAFT OPERATION, MAINTENANCE AND DEPRECIATION

1944 1943
801 Plying: Personnel . oy o ot . SN et STt o Skt el i $ 842,053 25 $ 732,051 58
602 Flying Personnel Supplies and Expenses................... 118,001 67 117,196 18
603 Aircraft Engine Fuels........cc.oooiiiiiiiiiiiiiiiin., 1,147,161 09 1,097,210 83
604 Aircraft Engine Oils ............ 39,515 42 53,529 61
605 Passenger Supplies and Expenses 22,754 04 © 26,949 15
605 Passenger Meals (Aireraft).........ociiveiiininiaiins. 212,871 18 161,639 59
605 Passenger Interrupted Trip Expenses..................... 42,668 79 39,298 17
e S R A e A R P Y (S e e 18,567 35 15,201 76
608 Servicing—Labour and Supplies..........covvevvinainnans 561,972 60 473,700 88
0 I T i e 1y e S ST T NS P Bt D s e O Rt 642,842 33 417,337 79
612" “Adreraft: Fropeller REDAME LU inl s v iastsnrs ¢ oo ssasosis 44,185 64 32,473 16
613 Aircraft Instrument Igepairs ............................. 2,097 10 90,683 62
Bldis Adveratt " Enpine IO RIS I ol o slosis ssls Booio ms sis Whiho o ok 570,084 24 332,269 38
615 Aircraft Communication Equipment Repairs............... 49,932 73 50,025 04
616 Miscellaneous Flying Equipment Repairs.................. 28,680 26 40,896 65
617 Flying Equipment Imsurance..........cc....coiviviiinnen 177,981 25 297,020 98
618 Liability and Compensation Insurance.................... 105,879 83 140,629 30
620 Other Flying  BXDDBE. . . viivosvvt e biasiosogs s su oo 4,574 39 5,380 46
628 - Alreratt—~Depreetalibn .. .5 vi. v ¥svis st vs b3 viirss se e bw i ae o 304,230 21 490,737 20
625 Propeller and Hub—Depreciation..........ccooviueinin.n. 29,016 17 49,104 86
626 Aircraft Engines—Depreciation ...............ciiiiinin 223,520 59 292,347 70
627 Aircraft Communication Equipment—Depreciation......... 23,715 46 47911 55
628 Miscellaneous Flying Equipment—Depreciation............ 1,142 03 1,168 56

$5,213,447 62 $5,004,764 00
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GROUND OPERATION, MAINTENANCE AND DEPRECIATION

g T T BRRR es MR S SR R R $ 315,021 66 $ 225,225 97
Airport and Hangar Employees.........coveenneecenennnnn. 812,191 97 559,794 23
Commanication UpeTators . i . citi s vod datvvmves it veied 241,530 13 241,658 53
Travelling and Office Expenses........c.coeevveneeececeneens 385,596 77 288,694 33
Light, Heat, Power and Water.... . i.cecaiivvaaneissons 79,718 62 67,313 88
Rent of Fields, Buildings and OfCes. ... ..cveeernnnneanns 106,383 91 116,589 84
Rent and Expense of Motor Vehicles................ouunn 24,419 43 23,265 64
Communication Equipment Repairs..........cocceevvevenes 59,270 29 48,789 64
Hangar Equipment Repairs, Supplies and Expenses........ 23,977 28 28,058 60
Shop Equipment—Repairs ....ecaseeissssocvanssnssoneesss 39,325 80 20,828 15
Motor Vehicles—RepaITE ., . Vi come b vinmne e ins s eainan sass 29,345 89 22,112 59
Furniture, Fixtures and Office Equipment—Repairs........ 22,771 86 13,109 82
Miscellaneous Ground Equipment Repairs................. 10,093 69 6,529 09
Buildings and Other Improvements—Repairs............... 76,748 47 70,447 04
Shop ngpenses—lndirect Labour and Material............ 189,792 83 107,098 52
Btores: TXDenOe . oo st st sy s e vt R S e S AT e 103,181 33 77,208 82
Stores Expense—Inventory Adjustments................... 7,138 65 230,717 52
Buildings, Material and Ground Equipment—Insurance.... 10,826 54 9,388 68
Ground Liability and Compensation Insurance............. 27,303 01 21,105 20
Other Ground Expenses......cc.coviveenrnnans = 90,576 67 67,929 36
Express Expenses .......ccocveecs wea - 121,080° 37 123,433 21
Depreciation on Ground Facilities...............cooiiu.nn 110,528 92 151,302 09

$2.872,546 79 $2,520,600 75

INCIDENTAL SERVICES
1944 1943

Buffet and Restaurant Service..........ossceecsovesnannsise $ 9,896 33 $ 10,378 00
Asrport - and Other) Privileges . i o v o i v o s w 148 88 123 16
ok 8nd O1—8alen. i sivs . dir vnden st conbhatsde e cabwres 110,267 73 90,013 88
Repairs! and: Berwice—Sales. . .. . tonslysie salosen daims ool 1,002,106 09 754,311 98

$1,122,419 03 $ 854,827 02

TRAFFIC AND GENERAL ADMINISTRATION

Salaries and Wages—Trafic. ....cvveiniininnrrrnnnnneens $ 234,306 67 $ 156,679 30
Travelling and Office Expenses—Traffic. 3 67,922 66 63,198 94
Rentof: Trafie-Offites, 34 i aalesiune - arons fitlso cvays 29,413 25 21,161 00
ABency  COMIBIONE 1k e Tois v h va S es Te Sr s e I A s 27,632 28 31,367 56
AP ISIIT = S TRD g S5 R S WS A PRI AN T S ¥ 64,285 69 71,542 63
Other s Thathio  HXDEHSEE. . .o tx s e s s Sers svivs s onas s Vs 10,286 05 12,701 35
Salaries and Wages—General..........ccovviiinineenian.. 155.851 34 115,678 07
Travelling and Office Expenses—General................... 27,249 66 21,463 21
Office” Rentals—General,. [ f i vih et sad ohs s alret e e 625 50 1,397 50
Administration Charges from Affiliated Companies......... 45,000 00 42,000 00
PonfiOne xSy sl h e e s R e A T U6k ATy 133,220 14 26,041 77
67 The ol 1o o) YRRREBIEN A ) ORGP Aot M € 0 T S 1,876 35 1,499 71
Other General Administration Expenses................... 15,871 65 8,173 20

$ 813,541 24 $ 572,904 24

GENERAL TAXES

e T T e bt o VR TE e N AR e G e e T s e e $ 48,852 76 $ 21,805 85

Mr. Harkness: What is this item of income charges, the

under income accounts?

Mr. Symingron: Exchange.

second last item

Mr. Hark~Ess: That is exchange as against American funds?

Mr. SymincTOoN: Yes.

The CualRMAN: Are there any other questions on income account?

482874}
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Mr. Hazex: Just a minute. Where does this pension plan come in? Where
is it set up in your statement here? Is it in the balance sheet?

Mr. SymingToN: It is not in the statement at all. That is a separate trust.
The only place you will find it is in the expenses. That is what we are charged
up each year.

Mr. Remp: What is this item of interest on capital invested? I see interest on
capital invested, $230,000. What capital do you invest?

Mr. Symineron: That is $4,600,000. That is, the company instead of paying
dividends has charged as operating expenses interest at 5 per cent upon its in-
vestment; and that is all the shareholders can ever get. So it is 5 per cent upon

$4,600,000 capital of this company.
S Mr. LockuArT: Could we have a break down of incidental services? Does
that include your pension plan?

Mr. Symineron: What is that?

Mr. Locksuarr: These incidental services?

Mr. SymincToN: What page is that?

Mr. LockHART: In the income account, under gross revenue—incidental
services.

Mr. Symingron: I ecan give you that. That is made up of repairs and service,
sales; B.O.A.C,, RCAF., CG.T.AA—that is Canadian Government Trans-
Atlantic Air Service—then fuel and oil sales; buffet and restaurant service; air-
' port and other privileges; commissions; hangars storage; rents.. For instance,
we had from B.0.A.C. the return ferry service, 1944, $610,000; R.C.AF. contract,
$445930; Canadian Government Trans-Atlantic Air service, $265,042; other than
government contracts, $40,000; a total of $1,361,962.

Mr. LockHArT: Then you have income for incidental services in income
account?

Mr. SymINGTON: Yes.

Mr. Lockuarr: Then you have incidental services in operating expenses?

Mr. SymingToN: Yes.

Mr. LockuarT: What is the break down of that?

Mr. SymincroN: The break down in that is the same thing. That is what
those services cost us. They were all on the basis of cost plus. Do you want
a break down of them?

Mr. LocKHART: Yes.

Mr. MayBaNk: You made about $500,000 did you not?

Mr. Symineron: About $300,000. B.O.A.C. contract expenses, $563,180;
R.CAF. contract, $198,066; C.G.T.A.C. contract, $215,804; other than govern-
ment contracts, $25,056, a total of $1,210,000.

Mr. Jackman: It is a little better than a cost basis; it is cost plus quite
a bit. If the real profit is the difference between the income from this incidental
service and the outgo to provide it. There is $500,000 or $600,000 odd?

Mr. Symincron: Yes. It is purely absolute out-of-pocket expense in addi-
tion to that in those contracts, naturally you get a certain proportion of your
overhead, your superintendence and so on, your stores, all those charges
that inevitably arise as a purely increment cost. That is all.

Mr. Jackman: Would it be a fair assumption to say that if the revenue for
these incidental services disappeared, as I presume it will be doing, on account
of their special nature, that there would be a difference in the net operating
figure, a difference between those two figures of $600,000 odd.

Mr. Symineron: It would not be such an amount as to disturb me.
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Mr. Jackman: $557,000.

Mr. SYMINGTON: It requires a tremendous amount of attention and energy
in running those services. I do not know anything that has been more difficult.

Hon. Mr. Howe: I do not see where you get that figure.

Mr. Jackman: $1,679,000 is your revenue.

Hon. Mr. Howe: The incidental services is shown as $1,122,000. is it not?

Mr, SymINGTON: - $1,122419.

Mr. Jackman: That is $557,000 difference. It would shoot your operating
account into a cocked hat if that were so.

Hon. Mr. Howe: Where do you get the cost of those services? That
includes buffet and everything else.

Mr. Jackman: Incidental services.

Mr. HargnNgss: Where is that shown here?

Mr. Jackman: Under gross revenue.

Hon. Mr. Howe: Oh, I see. These incidental services are apt to grow
rather than otherwise. Every airline that stops in Canada requires service,
and we will have many more in a couple of years than we have today.

Mr. JackMaN: Mr. Symington is pointing out you have flights of British
Overseas Airways. '

: Hon. Mr. Howr: British Overseas Airways will still be very much a
actor.

Mr. Symingron: It will cost a lot more than that has cost, because they
are doing war services now. Do not make any mistake about that.

Mr. JackmaN: I rather gathered from what you said, although I may not
have heard it distinctly, that incidental services that you provided were on
aceount of war.

Mr. SymineToN: Yes. They gave service. They brought back the return-
ing pilots who fly over the planes. It was a war service purely.

Mr. JackMAN: And it will disappear, will 1t?

Mr. SymineToN: No.

Hon. Mr. Howe: It will not disappear. There will be just as much flying,
but it will be peace time service instead of a wartime service. The war service
will disappear and be replaced by peace time operations, which will be more
profitable, we hope.

Mr. JackMaN: Yes. The revenue services will be as large or larger?

Mr. SymingToN: Yes. What I want to impress upon you is this, that
because the amount of money they paid us exceeds the cash we paid out, that
we have made a profit—we have not made that profit at all. We have given
them space and we have given them superintendence. We have given them the
time of our staff, all experts. We have organized the thing. The ordinary cost
plus basis is in many cases cost plus 150 per-cent of the wages and so forth, to
cover your overhead. This is a contract that was prepared on the basis of cost
and was a contract, for instance that B.0.A.C. themselves offered us and thought
that we were more than generous in accepting it. You cannot take your cash
out-of-pocket and say you have made the difference between that and the cash
you got.

Mr. LockuarT: You would think, in future, that this proportion would
stay about the same?

Mr. SymincToN: Yes; at least.

Mr. LockHART: That is what I mean, to give us the general idea.
Mr. SymingTON: Yes.
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Mr. Jackman: What I was suggesting, Mr. Symington, was that it is
quite true that the overhead and everything else may go into the servieing, the
earning of that money, and may not be exactly measured by the $1,122,000;
yet, in order to maintain the T.C.A. you will be spending that much money.
$1,122,000 will have to be spent in order to maintain the overhead anyway, and
if you lose a substantial part of the incidental revenues, vou would be out of
pocket. In other words, it is a great thing to get extra business, because you
have your overhead anyway.

Mr. SymincroN: We naturally, I think, would have less superintendence,
for instance, if we were not doing this service.

Mr. Jackman: Yes. As the minister states, you probably will be able to
find other sources of incidental revenue and vou are not worrying on that score
anyway.

Mr. SymincTon: No, not a bit.

Mr. Jackman: You are not suggesting that you are going to run into a loss
because you lose gross incidental revenue.

Mr. Symincron: No. I do not anticipate that.

Mr. Rem: You have an item there in your income account for incidental
services of $1,679,262 as against an expenditure of $1,122,419 in the income. In
the income account, under gross revenue, there is shown incidental services.

Mr. SymINGTON: Quite true. That is right.

Mr. Reip: How did you arrive at the profit for incidental services. You
have your incidental services as $1,122,419 and you have incidental services,
revenue, $1,679,000. How did you arrive at that profit?

Mr. SymingToN: Well, we did not arrive at the exact profit, because in
your expense accounts there is some of that difference between $1,122,000 and
$1,679,000 or whatever it is included. You see, we might have a high grade,
expensive superintendent. He would give part of his time supervising this
particular service, organizing them and all that sort of thing, which would be
in his ordinary salary but no charge to that service.

Mr. Remp:  What particulars are included in the incidental services to bring
in a revenue of $1,679,000?

Mr. SymincroN: Well, we have converted and maintained all the planes
of B.O.A.C. running across the ocean. Their plane comes in. We take it. It
goes into our hangar. It is inspected. The maintenance jobs are done, or any
new parts necessary are supplied. They pay us under the contract cost plus some
percentage to make sure that our costs are covered, because in that same hangar,
in that same operation, we are servicing planes that run on the trans-Atlantic
service.

The Cuamman: I think Mr. Lockhart had a question.

Mr. Jackman: In view of the possible expansion on the Atlantic both
castward and southward does Winnipeg still seem to you to be the logical place
for the hedd office of T.C.A.?

Mr. Maysank: Certainly.

Mr. MurcH: Certainly; why raise that?

Mr. SymincTon: I do not want to get into the discussion. Certainly as
an operating centre for the domestic airlines it is the logical place because it
is right in the middle.

Mr. Murcu: The air centre of the world.
Mr. Remp:  Have you an office in New Westminster?
Mr. SymingTon: Not that I know of.

Mr. Rem: It is as close to the airfield as Vancouver. You had better look
into it the first time you are out.
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Mr. Jackmax: You are spending money on the head office in Winnipeg
right along. I was wondering whether you were thinking of changing it.

Mr. SymiNGTON: As a matter of fact, we have spent too little. 1 am
ashamed of it. Do not upbraid me with that because you do not know. The
conditions they have been working under out there are not good. We have
heen too stingy about it. v

Mr. LockuART: - Mr. Chairman, do not let us get too parochial.

Mr. MayBank: These remarks need to be emphasized.

Mr. Jackman: Mr. Symington has not yet committed himself as to whether
or not Winnipeg is the logical place. I might say I am not suggesting that
Toronto would be. Do you think it is the logical place if the company is going
to go into the Atlantic field?

Mr. Symincrox:  All T will say is that as long as I am there the head office
will be where I think it is doing the company the most good. If conditions
change so that it should be moved from Winnipeg it will be moved from
Winnipeg, if I am there.

Mr. MurcH: In that case we will have to fire you.

Mr. SymingroN: That is right. I am courting it all the time.

The CHAIRMAN: Any other questions?

Mr. Jackman: Under operating expenses how much do you pay the C.N.R.?
Could we have a copy of the contract between the C.N.R. and the T.C.A.?

Mr. SymingToN: I do not think there is any. There are letters but I can
tell you what we pay them. We have given the figures each year. We pay
the C.N.R. for administrative services performed by departments of the railroad,
$45,000. That was raised from $40,000 to $45,000 because the services they were
giving us grew.

Mr. Rem: Mr. Chairman, are we going to deal with the mail contract
later on?

The CHalRMAN: I think under the bill. That was the idea.

Mr. JackMaN: May I ask Mr. Symington exactly what are included in the
administrative services? ,

Mr. SymingToN: There is legal department, medical department, publieity
department.

Mr. Jackman: You pay for your own advertising, of course, according to
the balance sheet? -

Mr. SymingToN: Oh yes. Purchasing, architecture, accounting. We have
our own staff on accounting but this is under the railway. :

Mr. LocksarT: Have you a breakdown of those?

‘Mr. SymingroN: I have a breakdown. I can give it to you exactly.
Architecture, $5,000; insurance, $1,000; law, $6,000; medical, $6,000; publicity,
$8,500; secretary, $4,500; stores and purchasing, $11,000; treasurer, $3,000;
making $45,000. ;

Mr. Jackman: There have been no transfers of physical equipment between
the CN.R. and T.C.A.?

Mr. SymingToN: None at all.

Mr. Jackman: I raised the question in the House one day. 1 happened to
notice a safe in the T.C.A. office at North Bay was a C.N.R. safe. One wonders
Just how much of that type of transferring goes on?

Mr. SymineToN: We bought it originally.

Mr. Jackman: You bought it?

Mr. SymineTon: Bought it from. the company.



230 STANDING COMMITTEE

Mr. Jackmax: There have been transfers of physical property between
the C.N.R. and the T.C.A.?

Mr. SymineToN: Certainly; for instance, we bought that safe, sure. You
are not suggesting we paid too much or too little for it, are you?

Mr. Jackman: I might have thought you would get it for nothing. I am
just inquiring. What dther property has been transferred from the C.N.R. to
T.CA.?

Mr. SymineToN: None that I know of; there may be some.

Mr. Jackman: It is odd I should happen on the only item.

Mr. SymingToN: It was odd but I know of none. There may be some.
I do not say there is not but you ecan take it from me that if there is it is on a
bargaining basis.

Mr. Jackman: A good bargain for the T.C.A.

Mr. SymiNgTON: - Bargaining between the two companies, one trying to
get all it can for it and the other to pay as little as possible.

Mr. Murca: Would that not be a natural place to buy this equipment if
there was a surplus? It is convenient. There is nothing particularly remarkable
about the fact.

Mr. Symingron: I think so.

Mr. McCurrLocaH: That is small stuff.

Mr. Jackman: It all depends on the extent of it. What about stationery
and envelopes which are used by Trans-Canada Air Lines? Do they use
C.N.R. envelopes?

Mr. SymingroN: No, they use their own. I have two grades of paper,
one cheap and one good, both T.C.A. depending on whom I am writing to.

The CHAIRMAN: Any other questions?

Mr. LockHAarT: What was the chief item covered in the $5,000 increase?
Was that made up of several items or one item? 5

Mr. Symingron: There was an item of insurance, $700, and there was
secretarial department, $3,000.

Mr. LockHAarT: That is an increase?
Mr. SyminegTon: That is an inerease over last year, yes.

Mr. Jackman: Can you tell me how much was paid for that safe by the
T.CA.?

Mr. SymiNeroN: No, I cannot. I did not even know we had bought it
except Mr. English tells me we did when we opened the North Bay office which
was some four or five years ago. I really do not charge my mind with those
things.

Mr. Jackman: Of course you understand what I want to find out. I think
that the committee is entitled to know whether or not there are some expenses
of operation or of capital equipment which are borne by the C.N.R. and which

might properly be borne by the T.C.A. in which case there is a difference in
accounts.

Mr. SymineTon: If you ask me that question I will answer it very specifi-
cally and categorically, no, not a thing. There are no dealings between Trans-
Canada and the Canadian National Railways that are made for the benefit of
the one or the other company. If there is any dealing it is on a straight
bargaining basis.

Mr. Nicuorson: The C.N.R. will not take a reservation for you on their
telegraph lines without payment, will they?

Mr. SymiNeToN: No, of course mot. I will categorically answer your
question without going into safes. You can take that as right.




RAILWAYS AND SHIPPING 231

Mr. Jackman: That is all I want to know.

Mr. Rem: What particularly would be non-revenue miles flown by planes,
924,000?

Mr. SymingTon: Training pilots and trying out ships, working in a ship
after repairs and all that sort of thing.

Mr. NicuorsoN: In connection with the statistical data at the bottom of
page 12 the percentage of passenger occupancy appears to be a very good
performance. Have you a record for the previous years? It appears to be
83 for 1943 and 84 for 1944. Have you other years?

Mr. SymiNgToN: 1942 was 74 and 1941 was 67. That is as far as I can
give them to you. In other words, it is naturally a better operation as we learn
more about it.

Mr. Jackman: Mr. Symington, do you think you could provide the services
yourself which you get from the C.N.R. for $45,000?

Mr. SymingToN: Candidly, I think-I made a pretty fair bargain on it.
We have raised it each year about $5,000. We started off earlier down below.
Mr. Vaughan and myself meet each year to discuss these increases. I do not
know whether it is a good bargain on our part or a good bargain on their part.
I think it happens to be a situation where with their organizational set-up we
save money and they save some money.

Mr. JackmaN: Probably a good agreement for both?
Mr. Symingron: I would think so.

Mr. JackmaN: There are then certain reasons why an air service can be
run more economically in conjunction with a railway than on its own feet?

Mr. SymingToN: Yes, that is true, particularly with respect to an air line
up to a certain size. I would not say that if our traffic doubles or triples that
we would not be better off having some of these departments as our own because
they will be big enough to support a real department. I am not saying that
will or will not occur. There are views on it. Naturally a lot of the air line
people have the view that the mind of the railway man is not the same as the
air man and that we could do it better, but these are individual views. On
logic and reasoning I think it is a particular service which saves each company
something.

Mr. Jackman: 1 rather gathered from some of your remarks this morning
that you felt that your service would attract a very large volume of the
Easslgznger traffic, particularly the longer haul traffic which the railways now

au

Mr. SymiNneToN: I think it will attract some undoubtedly, and they will be
in competition. There is no doubt about it because the railways have com-
mittees looking for improvements and how to meet this competition. Let me
give you an example. Say there is a two-hour train to Ottawa from Montreal
which there will undoubtedly be. I do not know that the airline will hold full
planes between Ottawa and Montreal. By the time you drive out to the airport,
go down, and take 25 minutes coming in again from the airport, it may be that
a two-hour train will take the business. It might. I do not know. It is
competitive.

Mr. Jackman: But speaking generally as it affects the whole Canadian
situation?

Mr. Symineron: I would expect that the airline will take considerable
passenger traffic from the railways.

Mr. JackmaNn: There will be an increasing tendency that way.
Mr. Symineron: I would think so.
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Mr. Rem: Might it not well be the case that if employment keeps at the
peak level that the railroads will not suffer much even though T.C.A. increases?

Mr. Symingron: Mind you, the railroads mostly live on freight, not on
passengers, except in wartime.

Mr. Jackman: But it is a very nice extra to get.

Mr. Symingrox: It is but if I had to give up one or the other I know what
I would give up quickly as a railroad operator.

Mr. Rem: Does your organization come under the Board of Transport
Commissioners for increased fares?

Mr. SymingToN: We come under the Air Transport Board.

Mr. HarknEss: There is a question I wanted to ask. I do not know whether
it came up in the half hour before I came in. Who sets these rates? Is it
entirely in your own hands? Are they set in competition or are they comparable
to the American rates?

Mr. SymineronN: Under the Act. we must set rates comparable to the
American rates. That is the Act at the present time. I think it will be changed
under the new Act.

Mr. HargNEss: Apart from that the setting of the rate is in your own
hands? 3

Mr. SymiNgToN: It was before the aeronautics board was appointed. Now
we have to get the approval of the aeronautics board for the rates.

Mr. Hargness: Have these rates varied materially during the course of
the war or have they been more or less the same?

Mr. SymiNaToN: No, they have gone down a little.

Mr. Hargness: That is one of the chief reasons for the passenger revenue
per mile being 5.28 cents this year as compared with 5.37 cents last year?
That is due to reduction in rates?

Mr. SymiNgToN: That is due to reduction in rates.

Mr. Jackmax: Do you feel then in view of the competition between the
railway and the air service that some time in the future it will not be feasible
to have T.C.A. ticket offices on C.N.R. premises? I am not speaking of the
hotels but the ticket offices such as the one at King and Yonge streets in
Toronto.

Mr. SymingToN: I do not know that my personal views are of much interest
to the committee. I do not want to get into a discussion of government policy.
That is a matter for the government te decide. I do not want to advocate
or oppose.

Mr. Jackmax: Government policy is coming up under this bill which we
are going to discuss very shortly?

Mr. Symingron: I am not going to discuss whether the government was
wise in bringing it in or not. That is not my function. I will simply explain
as far as I can what the amendments mean. I am not the government. I
cannot tell you whether or not government policy is correct. I would lose my
job pretty quickly if I did.

Mr. Jackman: I might say that in the sittings of the committee last year
I find this:

Hon. Mr. Haxson: Yes, I know, but Mr. Howe is the boss; is that
not right?

Hon. Mr. Howe: No.

The CralrMAN: T am not so sure about that.

Hon. Mr. Howe: The only boss is Mr. Symington.
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Mr. Symixgron: We were discussing the operation of the air line and that
still stands.

Mr. Jackman: And that affects ticket offices, too. You would expect that
it would not be feasible to continue competitive ticket offices in the same
premises as the C.N.R.?

Mr. SymingTron: As a matter of fact, on the question of ticket offices my
own judgment and experience has shown that even though we are a part of -
the C.N.R. we do not want our ticket offices in theirs. You see we wet-nurse
all you people from the time we think you want to fly. We pamper you, we
telephone you, we look after you, the stewardess pets you. The railroads have
not been brought up that way. It is entirely a new selling proposition. It
has been our experience that railroad ticket sellers do not make good air men,
and we have very few of them.

Mr. JackMmaN: You would expect eventually then that there will be a
complete separation?

Mr. Symingron: That does not necessarily follow. There will be a complete
separation even though we remain under the C.N.R. There will be very few
C.N.R. ticket offices we use for T.C.A. tickets. That is, they will be there to
sell but all the promotional selling, all the organizational selling will be done
through T.C.A. ticket offices. That is the experience all over. It is a new art.
It is an entirely different thing.  The man who has been thirty years in a
railroad ticket office is no good as an air salesman. You can count on that.

Mr. JackmAN: Or a bank clerk either.

Mr. Murcu: It simply means that while you may be divorced there is no
reason why you may not still be friends.

Mr. SymineTon: We can still be friends although we are not divorced.

Mr. Murca: You can have your offices in the same building without
necessarily cutting each other’s throat.

Mr. Jackman: Mr. Symington, was one of the principal reasons why the
American government compelled the separation of air lines from other transport
companies, other forms of transport, because they felt that railway or shipping
companies would not push the air service as much as it would be pushed if it
were under independent operation and ownership?

Mr. SymineToN: I really could not answer what moved them. I might
know what moved one individual man but you know just as much about it
has I do reading in the paper.

Mr. JackmaN: It is not my particular field.

Mr. Symingron: I have not studied it because I was not interested. I
did not care whether the United States separated them or not.

Mr. JackMaN: You do not know.

Mr. SymingToN: That is a matter of policy for the government. T keep out
of that. If you ask my private opinion, that is one thing; but as president of
the T.C.A., I do not want to get mixed up with matters of policy.

Hon. Ml Howe: It may be they wanted to see some new names on the list
of shareholders.

Mr. Jackman: I am only asking you as an operator whether you think
that the T.C.A., or an airline, can be operated more economically, more efficiently,
give better service, in conjunction with a railway or other means of tmnaporta-
tion, or when it is entirely on its own feet. Naturally, it is a difficult question.
It is high policy, but you are the man who carries it out.

Mr. Harris (Grey-Bruce) It is not a matter of policy in thlﬁ case, 1s it:
as far as the T.C.A. is concerned?
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Mr. SymingToN: Well, it is a matter of policy. The line will be efficiently
operated whichever way it is done, I can say that.

Mr. Harris (Grey-Bruce): An airline can be good whether dependent or -
independent.

Mr. SymingToN: This line can, because we have had the experience.

Mr. LockuART: I see they have increased the amount of secretarial fees
by $3,000.

Mr. SymiNcroN: Yes, sir.

Mr. LockaarT: What is the total amount paid in the way of secretarial fees?

Mr. SymingTon: That is the total amount.

Mr. Lockuart: The total is $3,000?

Mr. SymincToN: $4,500.

Mr. Lockuart: The airline is not sufficiently large to have its own
secretarial staff?

Mr. SymincgTon: We haven't got it and we use—

Mr. LockuarT: The other?

Mr. SymiNceToN: —the other.

Mr. LockuArT: That does not apply to the ticket sellers?

Mr. Symineron: No, that is really a head office matter. The T.C.A. have
no head office really, except the office of the secretary. That is about the size of it.

Mr. LockrarT: You do not agree that there is justification for the T.C.A.
setting up an independent secretarial staff?

Mr. SymingroN: That may be. If we see the need for it we will undoubtedly
have our own secretarial staff.

Mr. LockuART: But at the present time you do not feel this would be
justified?

Mr. SymineTon: We have been trying to run the airline just as economically
as we possibly could, perhaps more economically than we should have under
the circumstances. We have been very careful about it. We have not wasted
any money and we have been getting on up to date with this arrangement.
It may change at any time, it just depends upon what circumstances dictate
as to the wise thing to do. It is perfectly flexible. We can set up our own
secretarial staff to-morrow.

Mr. LockHarT: $4,500, paid to the C.N.R.; you feel that is a wise thing
to do for the moment?

Mr. SymineToN: Yes, but when I come to a consideration of this matter
of secretarial staff, adding $1,500, I had to admit that wasn’t enough. While
there looks to be a large increase for one year, our secretarial staff over the
last six years has really been entitled to more than they got because the work
has grown very rapidly.

Mr. Harkxess: How does your cost per mile flown compare with the
American airlines, and with C.P.A.?

Mr. SymineToN: I ecannot compare it with the C.P.A. T do not think I have
seen any of their figures. Our cost per mile flown will of course be higher than
the American for the reason which I indicated to you this morning. I did not
see you here then, sir. ;

Mr. HarkNEss: Yes, I was here all morning.

Mr. Symingron: The U.S. average figure is 86-21. The T.CA. ﬁgure 18
96-89, and the American lines range quite widely. And now, as I pointed out
to you, the cost of our aeroplanes for the comparative line is practical‘ly double,
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nearly double, because of duty and so on and so forth for instance;, we have
to charge up to our costs of flying that mile double depreciation; and in the
instances I cited it meant $100,000 per plane. There are three major items of
cost: there is the gas; gas in Canada is expensive because of transportation and
tax. We pay 28c for gas as opposed to an equivalent of 18¢ on the same gallon
in the United States. That made a difference to us of $417,000 in extra gas in
comparison with the operating expense of the United States lines. In other
words, 8-56 of the American expenses were for fuel, and 131 was our expense
for fuel, due to the difference in price between 18¢ and 28¢ per gallon.

Mr. HarkNEss: I can readily see that your expense would be higher, taking
those two items alone into consideration. Have yvou got the figures for C.P.A.?

Mr. SymingroN: No, I never had.

Mr. MayBaNk: They are not published.

Mr. SymingToN: No they are not published. I do not think it would be
fair to compare them because they are in entirely different operations.

Mr. Jackman: Have you got a percentage breakdown of the dollar revenue,
or the dollar operating cost, or both?

Mr. SymingroN: I haven't got that, but I have got a breakdown showing
wages, salaries, fuel, taxes, insurance, depreciation, and so on.

Mr. Jackman: Could you give us that in percentage of dollars?

Mr. Symingron: Yes, I suppose I could. This is the percentage of total
expense—I could give you a comparison of that and the United States.

Mr. Jackman: Could you table that for us?

Mr. SymingToN: It is in a book here, I can get it tabled off it for you.

Mr. MayBank: Is it lengthy?

Mr. SymineToN: It is not lengthy.

Mr. MayBank: Why not answer the question then?

Mr. SymingToN: In answer to the question as to a comparison in 1944
between United States line and Trans-Canada: United States salaries and wages
were 49-13 per cent, T.C.A., 44-6; fuel, United States, 8-56 per cent; Canada,
13-1 per cent; taxes, insurance, and depreciation, 11-71 per cent United States,
11-7 per cent in Canada; travelling expense, passenger supply and miscellaneous,
22-42 United States, Canada, 18-7; advertising, United States, 3:07, Canada,
0-7; repairs and materials, United States, 5-11, Canada, 11-2. The answer
of course being that all our materials for repairs carry about 44 per cent duty.
That is a division of the operating expenses.

Mr. Hazex: How do you buy gasoline, who do you buy it from?

Mr. Symingron: We buy it from all the companies I think, depending upon
the facilities that they have near the airfield.

Mr. Hazen: Do you call for tenders?

Mr. SymingTon: Oh yes. :

Mr. Rem: What do you do with the old oil, the residue oil?

Mr. SymingTon: We sell it. Tt is a very small item of revenue because it
is run too thin under high operating temperatures. We sell the residue oil.

Mr. Jackman: Unlike like crown companies, T.C.A. is subject to all local
taxes? ‘

Mr. SymineroNn: Yes.

Mr. Jackman: The only difference between private companies and your-
selves in the matter of taxation is that they pay a larger income tax?

Mr. Symineron: We are no different from any other company.
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Mr. Hazex: You do not have to pay provincial tax on the gasoline you use,
do you—Iike the owneér of an automobile does?

Mr. SymiNgTON: Yes.

Mr. Hazex: You pay the same tax as an automobile?

Mr. SymingroN: Yes. We have made an arrangement whereby we pay
one cent tax.

Mr. JackmaN: You do not pay provinecial taxes?

Mr. SYMINGTON: Yes.

Mr. Rem: And the provincial tax is a road tax. Why would you pay a
road tax where your vehicles use the air? You do not pay the tax in British
Columbia. You do not pay a road tax. You do not use the road.

Mr. Symineron: I will ask Mr. English to explain it. We pay the regular
tax and get a rebate from the provinces and that brings it to one cent per gallon.

Mr. Rem: What tax do you pay in British Columbia? Do you pay a
road tax?

Mr. Enxcuisua: They claim we use the road for our vehicles going to and
from the airport.

Mr. Rem: But not your aeroplanes?

Mr. Excuisa: We get a refund and that brings it down to one cent per
eallon.

Mr. Hazen: Does that apply to every province?

Mr. EncuisH: I think it applies to every provinee. For a while Quebec
insisted on our paying the full tax.

Mr. Rem: I think that is something which should be looked into. Even
the farmer does not have to pay that tax if he does not use the road.

Mr. Excuisa: It is called a gasoline tax, it is not called a road tax.

Mr. Rem: That is what it is called.

Mr. Excuisa: Definitely for that?

Mr. MayBaNk: It is just an ordinary revenue tax.

Mr. Encruisa: We got it reduced to one cent a gallon.

Mr. JackmaN: They do not charge on gasoline for use on launches in
Ontario.

Mr. SymingToN: At any rate they try to tax us on it, rightly or wrongly.
We have made an agreement whereby we pay in each province one cent per
gallon.

Mr. JackmaN: Do you use some of the Alberta gasoline on T.C.A.?

Mr. SymingToN: Not raw.

Mr. Jackman: I was wondering why your gasoline costs should be so much
higher than the American lines.

Mr. Symingron: It is a case of sales tax and transportation. It is the
regular price.

Hon. Mr. Howe: Why is the gasoline you use in your automobile more
expensive than it is in the United States?

Mr. Murcu: That is what we would like to know.

Mzr. Jackman: What is wrong with the Alberta vasohne’ Is the octane
rating not high enough?

Mr. Symingron: I do not know that I could explain that to you.

Hon. Mr. Howe: You can buy gasoline cheaper in the United States
anywhere than you can in Canada. It is produced in the States in volume and
it is not produced in anything like the same volume in Canada.

e
S

e

S




RAILWAYS AND SHIPPING 237

Mr. Beauvpboix: Did you say that Quebee insisted on your paying the
road tax?

Mr. Excuisg: In Mr. Godbout's time.

Mr. Beaupoin: And they stopped this thing in Mr. Godbout’s time?

Mr. ExcruisH: Yes. I saw Mr. Godbout personally, we had a deputation.

Mr. Beavpoix: Did you ever pay the full tax?

Mr. Excuisa: We paid it for one or two months and then we got a refund,
and then after that they agreed to the same arrangement as the other provinces.

Mr. Beauvpoin: When you made the agreement with them, was it the same
as the agreement you negotiated with the other provinees?

Mr. Excruisa: No, it did not exist in some of the provinces. The tax did
not come into effect in all the provinces at the same time. Arrangements were
made with each province separately. I think arrangements were made first
with Manitoba, and then the other provinces fell in line. At that time we were
using more gas in Manitoba than in any of the other provinees.

Mr. Beavpoin: Did you have any difficulty in getting in toueh with the
province of Quebec?

Mr. Encrisu: No, we had very pleasant negotiations.

Mr. Hazex: Do you call for tenders on your engine oils?

Mr. SyminaToN: Yes.

Mr. Hazex: Do they vary in price?

Mr. SymiNgToN: Some do, but in the quality we buy they do not vary very
much; but we prefer some engine oils for some operations and some gasolines
for some operations.

Mr. Murcu: Have you a research department?

Mr. SymiNgTON: Yes. 7

Mr. Hazex: T understood you to say that you pay 28 cents a gallon for
gasoline?

Mr. Symixgron: That is right.

Mr. Hazen: What do you pay for engine oil?

Mr. Harkness: I take it that is the average price?

Mr. SymiNgToN: Yes, western gas is much more expensive than eastern gas.

Mr. Rem: Have you your own station for gas, and do you buy wholesale?

Mr. SymineToN: They have large tanks on the airfields where the gas is
held. The average cost of lubricating oil per gallon is 75-50 cents.

Mr. Jackman: Did I understand you to say, Mr. Symington, that you
divided up your fuel, gasoline and oil business, among the various companies
operating in Canada, pretty well according to their standing?

Mr. Symingron: No, it depends upon their location relative to the airfield
largely. '

Mr. Beavpoin: On page 13, item 608—Servicing, labour and supplies—and
on page 14 I see item 681, salaries and wages—traffic.

Mr. ExcuisH: Yes.

Mr. Beaupoin: Does that item 608 include salaries?

Mr. ExcrLisa: Item 608 is under the heading aireraft operation, mainten-
ance and depreciation; the other is, traffic and general administration. For
instance, the head office is under traffic and general administration; super-
intendance of operations, and all that sort of thing is under aireraft operation.

Mr. Beaupoin: Are your employees members of any trade union?

Mr. Excrisa: Yes, some of them are.
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Mr. Beavpoin: Which union is it?
Mr. Excrisa: The AF. of L., one of the machinists unions.

Mr. Brauvpoin: And chartered by the Trades and Labour Congress of
Canada, or the A.F. of L.?

Mr. ExcrisH: AF. of L.

Mr. Jackman: Your purchasing is done through the C.N.R.?

Mr. SymingronN: The purchasing is through the C.N.R.

Mr. Jackman: And you do not do any yourselves at all?

Mr. SymingroN: It is practically all under the C.N.R.

Mr. JackmaN: One might assume then that in hauling gasoline up to
outlying points such as Kapuskasing and other remote points, the C.N.R. would
save money, or would get the benefit of the haul for themselves?

Mr. SymincgTon: I should not think so. I don’t think so. The Imperial
0il Company, the British American Oil Company, Shell, and so on tender. The
Imperial Oil Company, a large prominent company, sends in a bid for oil or
gas, say to Halifax, where they happen to have a big plant, and they may
tender at some other places where they have tanks adjacent to the airfield.
The other oil companies do the same thing—there is British American, McColl-
Frontenac, Shell—I don’t know, I presume these oil companies tender on the
T.C.A. business in just exactly the same way as they would tender to any
other respectable company, and being respectable people, I do not know of
uny pressure being put on them.

. Mr. Jackman: Isee. Itisn't C.N.R. who does the purchasing. The C.N.R.
would also likely do the hauling to these remote points like North Bay and
Kapuskasing.

Mr. Symineroxn: I haven’t any idea about that. I have no doubt that Im-
perial Oil divide their business with the C.P.R.

Hon. Mr. Howg: I do not know who else would haul gasoline to Kapuskasing
other than the C.N.R.

The CuairMAN: One at a time, gentlemen, please.

Mr. Nicnorson: I was just observing, Mr. Chairman, that it would hardly
pay the C.P.R. to run a branch line up to Kapuskasing just to haul oil for the
T.C.A. airport at that point.

Mr. Symineron: I take it that the C.P.R. would haul to Calgary and
Regina; I do not know, but I expect that they would. That would depend on
the policy of the oil company with respect to routing its shipments.

Mr. MurcH: Anyway, you have no control over it.

Mr. Symincron: We have no control.

Mr. Jackman: It is decided on the basis of cost, I presume?

Mr. SymingTON: Yes.

Mr. Rem: I see that item 632, airport and hangar employees, there is a
substantial increase?

Mr. Symixeron: Well, that is because of the increase in the Atlantic opera-
tion, I think. The increase in the airport and hangar operation is made up of
payroll operations generally, $93,000. That is an increase in our pay. It includes
staff—management, chauffeurs, janitors, foremen, attendants, commissionaires,
switechboard operators and nurses. The reservation department was up $48,000;
passenger services, $50,000—which, of course, was an increase of 10 per cent;
dispatchers, $24,000—a 10 per cent increase; carter services, $36,000—14 per
~ cent increase.

Mr. Remp: What about the inerease in employees under the next item, there
seems to be an increase there of $250,000? :

Sl m et S
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Mr. Symineron: Exactly, yes. Have you the number of increase in em-
ployees, Mr. English? I can tell you where most of that is right off the bat.
The hangar employees at Montreal grew from 234 to 533 to take care of the
increase of Atlantic operations and of course that cost money.

Mr. Hazen: What are clearance fees; that is item 607. What are they and
to whom do you pay them?

Mr. SymingToN: Clearance fees, did you say?

Mr. Hazen: Ttem 607. :

Mr. SymineToN: Customs and all those sorts of things.

Mr. Hazen: That would be chiefly paid in the United States, would it?

Mr. SyminGgTON: Yes, between the United States and Canada and Britain
and Canada.

Mr. JackMAN: Mr. Symington, there is very little increase in the air mail
carried last year, in 1944 over 1943.

Mr. SymineToN: It is declining.

Mr. Jackman: I do not suppose we can look forward to any very great
increase.

Mr. SymingToN: It is declining, month by month now, some.

Mr. JackMmAN: There were no additions which would have prevented it
during 1944 or 1943. You seem to be bumping your maintenance unless you
put pressure on to get air mail.

Mr. SymingToN: The answer is that we were in the war years when there
was a great deal of air mail. That is what the real answer is, I think.

Mr. MurcH: Do you not think that the cessation of twice as many pestal
deliveries all over Canada greatly reduced the advantage of air mail?

Mr. Symineron: Of course that is the trouble. You take Winnipeg, for
example. If you live outside the business area, there is no mail collection after
4 o’clock in the afternoon. The result is that if somebody posts a letter at
5 o’clock, it lies there until collection next day, and then it travels 24 hours later
than it otherwise should have or roughly 24 or 20 hours or something like that.
Then it goes east and there is only one delivery in the morning, and none in the
afternoon. The result is that people say, “Well, what is the use of sending by
air mail under those circumstances?”’ Business people continue it.

Mr, MurcH: And with half the walks in Winnipeg, the mail leaves the local
post office at 10 o’clock in the morning, and a letter that leaves us tonight will
get, there to the post office tomorrow morning, 20 minutes or half an hour after
the postal walk has gone out, and it lies there 24 hours.

Mr. SymincTON: Yes. These things will right themselves. I have been dis-
cussing it with our people, having in mind negotiation with the post office.
And while there is a slight decline, month by month now, due to the changing
conditions of the soldiers, I have not any doubt that air mail will increase. We
will go after it. We have not gone after it. I have not any doubt that it will
increase; in fact, as somebody else says, I think in a few years that all first-
class mail will be carried by air.

Mr. Rem: On page 14, Mr. Symington, what is the meaning of itens 675 and
676, fuel and oil—sales?

Mr. SymineToN: Sales? Those are sales to people who come to the airport.
They fill up their tanks and we sell it to them just the same as anybody else.

Hon. Mr. Howe: Private planes.

Mr. Rem: Is that revenue?

48287—5
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Mr. SymincgTon: That is revenue and the cost is, of course charged up.
That is expense you are looking at. In the incidental services that I gave you.
The revenues from it are in the incidental services.

Mr. JackmaxN: Mr. Symington, how much was paid to the Department of
Transport for landing fields and any other payments to the Department of
Transport?

The CHairMAN: It would be nice if we could adopt this report today. I do
not know whether it is agreeable. We have been through it pretty well.

Mr. SymiNgToN: Approximately $105,000 or $106,000. That is some place
near it.

Mr. JackmaN: Are there any other fees paid to the Department of Transport
for operation?

Mr. SymineToN: Well, we pay certain rentals for buildings and that sort
of thing. I do not know what they are.

Mr. Jackmax: I was wondering if you had a total break-down.

Mr. Symingron: No. That is included on the figure we gave. That is the
total we paid the Transport Department, $105,000.

Mr. Jackman: Rental of buildings, rent of fields; are there any other items?
Mr. SymineToN: No, I do not think so.

Mr. Hazen: Having regard to this item 614, do you make your own repairs
to engines?

Mr. SymingToN: Ob, yes.
.Mr. Hazen: You make your own repairs?
Mr. SymineToN: Yes.

Mr. Hazex: Then with regard to item 617, flying equipment insurance, is
that money put aside in a trust fund that you mentioned?

Mr. SymiNeTON: Yes. y :
Mr. Hazen: Who are the trustees—the company? 3
Mr. Symincron: The officers of the company.
Mr. Hazen: Yes.

Mr. Symineron: Yes. Officers of the company.

Mr. Rem: With regard to the item of rent of fields, buildings and offices,
what rent do you pay for Sea Island? 4

Hon. Mr. Howe: We do not rent Sea Island.
Mr. SymingToN: We pay landing fees.
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Mr. Hazex: What is your insurance fund invested in? There is no state-
ment here.

Mr. Symineron: All our insurance funds are in Canadian government
securities.

Mr. Cooper: Yes, $755,000.

Mr. Syminegron: $755,000 in Canadian government bonds.
Mr. JackmAN: That is company and employees?

Mr. Symineron: That is the insurance fund.

Mr. Jackman: Contributory?
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Mr. Cooper: Yes.
Mr. Symineron: We pay for Sea Island about $8,500 a year landing fees.

Mr. Jackman: What is the basis of renting fee charged by the Department
of Transport?

Mr. Symingron: I think it is $100 the first schedule, $50 the additional
schedules.

Mr. Jackman: Schedule?

Mr. Symingron: Regular fees all over; Canada, the United States, all
over,

Mr. Jackman: In other words, for the first plane you land it is $100 and the
second plane the same day is $50?

Mz,
Mr.
. SymineroN: That is per month.

. JackmAN: That is pretty cheap, is it not?

SymingTon: Yes, $50.
Encrisg: That is a month.

Mr. Symingron: Well, no.

Mr. Hazex: To how many persons do you pay pensions?

Mr. Symineron: Well, I do not know that we pay any yet. I hope not.
We are too young. -

Mr. Hazen: What is item 695 on page 14, pensions $133,000?

Mr. SymiNeTon: That is our contribution to the pension fund.

Mr. MayBank: That is your 5 per cent, is it not?

Mr. SymingroN: That is our 5 per cent contributed to the fund.

Mr. MayBaNk: You do not happen to know how big that fund is now?

Mr. SyMINGTON: Yes.

Mr. Maysank: You would know, Mr. Cooper, would you not?

Mr. CooPER: Yes.

Mr. MayBank: I was wondering how much is in there outside of the other
5 per cent.

Mr. Symingron: I will give it to you; $513,163.

Mr. MayBaNk: You mean that is the corresponding contribution to the
$133,000?

Mr. SymingTon: No. Our contribution is $268,898.

Mr. MayBank: To date?

Mr. Symineron: To date.

Mr. MayBaNK: Accumulated?

Mr. SymingTon: Yes.

Mr. MayBank: And the other contribution is a little bit more?

Mr. Symingron: $284,000.

Mr. Maysank: Just a few people put in more than 5 per cent?

Mr. Symingron: Yes.

Mr

Rem: If you have to land in any other field outside of the regular

field, is that expense to the company? Do you bear the expense of transporting
the passengers in?
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Mr. SYMINGTON: Yes.

Mr. Rem: It is not an expense taking them out to the field. They are
taken out by taxi, I presume, and that is their own expense?

Mr. SymiNgToN: That is their own expense.
Mr. Rem: But if you land in an emergency field, that is an expense?
Mr. SymINGTON: Yes. We take care of that.

Mr. Beavpoin: If you start operating international lines, will you have
Canadian crews stationed at every air port in foreign countries in order to
service your planes when they land and when they take off?

Mr. SymineToN: Nobody but Canadian crews can fly our planes.
Mr. JackmaNn: Or service them? Mr. Beaudoin was asking about servicing.
Mr. Beaupoin: Yes, servicing.

Mr. SymingToN: That is a question which depends upon the view the
company may have as to whether the organization which would service them is
capable or not. In any event, we will have their own superintendents there if
somebody else does the servicing. For instance, at the moment Scottish Aviation
service our planes at Prestwick, Scotland, but we have men there to superintend
it and see that what we want done is done.

Mr. BeaupoiN: So you will have a crew at every air port.
Mr. Reip: I move the adoption of the report.

Mr. JackmaN: Just a minute. I am not through yet. Under aircraft and
operation, maintenance and depreciation, passenger meals $212,000 as against
$161,000. That is entirely an increase in the cost of food.

Mr. SymIiNGTON: An increase in the cost of food, increased number of
passengers and we hope a little better meal. I do not know whether it is or not.

Mr. JackmaN: I notice depreciation is down substantially from $490,000
in 1943 to $304,000 in 1944.

Mr. SymIiNGTON: Yes.
Mr. Jackman: Why is that?

Mr. SymingToN: That is because we did this big number 7 job on those
thirteen planes and rebuilt them, we added one and a half years to the life of
the plane, so that we were able to depreciate them that much less by reason of
the great expenditures we made in our maintenance and operation.

Mr. JackmMaN: You made those expenditures in 1944 or 1943?

Mr. Symineron: We made those expenditures in 1944,

Mr. JackmaN: That is item number what?

Mr. SymingTon: 611, 612, 613, 614. The big ones are 608, 614 and 611.

Mr. MayBank: The expenditures there set down gave you a year and
a half additional?

Mr. Symingron: Yes. I may say with respect to our depreciation account
that it is, if anything, over depreciated, not under.

Mr. Beavpoin: I second the motion, if it is in order.
Mr. MayBank: It is 6 o’clock.

The CHAIRMAN: Yes, it is 6 o’clock. I do not want to rush the committee.
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Some Hon. MemBeRs: Carried.

The CuamrmaNn: The adoption of the report is moved by Mr. Reid and -
seconded by Mr. Beaudoin. If that is agreeable, we will call it a day.

Motion agreed to.

The CramrMAN: Now, with regard to the next meeting. What about Wed-
nesday afternoon at 4 o’clock? That is tomorrow afternoon at 4 o’clock? Would .
that be agreeable to the committee, or do the committee wish to sit tonight.

Some Hon. MEMBERS: No.

The CuAlRMAN: Apparently not. Then we will meet to-morrow after-
noon at 4 o’clock.

Some Hon. MEMBERS: Agreed.
Mr. BeavpoiN: What is the next item?

The Cuamman: Bill 21, T believe. Oh, yes, there is the auditors’ report.
Mr. Matthews did not read that when he read the C.N.R.’s report.

Mr. JackmaN: I do not suppose there is any use in having the old post
office contract, if we are going to tear it up.

Hon. Mr. Howe: I do not know that there is very much use.
Mr. SymineroN: We have not got a post office contract.

The CuamrMmaN: Then we can adjourn until to-morrow afternoon at 4
o’clock.

The committee adjourned at 6 p.m. to meet again on Wednesday, October
31, at 4 p.m. .
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ORDER OF REFERENCE

‘WebnEspay, 31st October, 1945.

ORDERED: -

That the name of Mr. McLure be substituted for that of Mr. Harris
(Danforth) on the said Committee.

Attest :
ARTHUR BEAUCHESNE,
Clerk of the House.

REPORT TO THE HOUSE
: TﬁURSDAY, November 1, 1945.

The Standing Committee on Railways and Shipping owned, operated and
- controlled by the Government begs leave to present the following as its

TaIRD REPORT

, Your Committee has considered the 'following bill which was referred to
h it on 29th October, 1945 and has agreed to report same without amendment:

~ BILL No. 21—“AN ACT TO AMEND THE TRANS-CANADA AIR
" LINES ACT, 1937”. .

All of which is respectfully submitted.

RALPH MAYBANK,
' Vice-Chairman.
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MINUTES OF PROCEEDINGS

Room 429,
WebNESDAY, October 31, 1945.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 4 o’clock p.m. Mr. S. Murray
Clark, Chairman, presided.

Members present: Messrs. Clark, Beaudoin, Belzile, Bourget, Emmerson,
Gibson (Comoz-Albernt), Harkness, Harris (Grey-Bruce), Hazen, Jackman,
Maybank, McCulloch (Pictow), McLure, Mutch, Nicholson, Picard, Reid, Shaw.

Honourable C. D. Howe, Minister of Reconstruction, was also present and
took part in the proceedings.

In attendance:

Officers of Trans-Canada Awr Lines: Mr. H. J. Symington, C.M.G., K.C,,
president; Mr. W. F. English, Vice-President; Mr. T. H. Cooper, Comptroller.

Auditors: Mr. O. A. Matthews and Mr. F. M. Stone, of the firm of George
A. Touche & Co.

Officials of the Department of Transport: Mr. C. P. Edwards, O.B.E,
Deputy Minister; Mr. R. H. Lang and Mr. A. B. Hopper.

Mr. G. Herring of the Post Office Department.

, The . Committee considered the Report of the Auditors to Parliament as
it relates to Trans-Canada Air Lines.

Mr. O. A. Matthews was called. He presented the Auditors’ Report and
questions thereon were answered by the witness and also by Mr. Symington.

On motion of Mr., McCulloch (Pictou), the said Report was adopted
unanimously.

The Committee then considered Bill No. 21 intituled, “An Act to amend The
Trans-Canada Air Lines Act, 1937”.

The said Bill was severally read and examined clause by.clause, and
Sections 1, 2, 3, 4, 5 and 6 thereof were agreed to.

Mr. Symington and Mr. G. Herring were heard in relation thereto.

At 6.10 o’clock p.m., the Committee adjourned to meet again at 4 o’clock
p.m. Thursday, November 1st., 1945.
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Room 429,
TraUrsDAY, November 1, 1945.

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 4 o'clock p.m. Mr. S. Murray
Clark, Chairman, presided.

Members present: Messrs. Clark, Beaudoin, Belzile, Bourget, Emmerson,
Gibson (Comox-Albernt), Harkness, Harris (Grey-Bruce), Hazen, Jackman,
Maybank, MceCulloch (Pictou), McLure, Moore, Mutch, Nicholson, Reid, Shaw.

Honourable C. D. Howe, Minister of Reconstruction, was also present and
took part in the proceedings.

In attendance: Mr. H. J. Symington, C.M.G., President, Mr. W. F. English,
Vice-President, of Trans-Canada Air Lines; Mr. C. P. Edwards, Deputy Minister
of Transport; Mr. R. H. Lang and Mr. A. B. Hopper of the Department of
Transport; Mr. G. Herring, of the Post Office Department.

The Committee resumed from the previous meeting consideration of Bill
No. 21, intituled: “An Act to amend The Trans-Canada Air Lines Act, 1937".

Sections 7, 8, 9, 10 and 11 of the said Bill were severally read, examined
and agreed to one by one. The title was also agreed to. :

Mr. Symington and Mr. Herring were heard in relation thereto.

Mr. MeCulloch (Pictow) moved that the said Bill be reported to the House
without amendment and the question being put the motion was carried by
the following division: Yeas 12, Nays 3.

It was agreed that the following members be nominated to act with the
Chairman as a sub-committee to draft a Report to the House on matters referred
to the Committee other than Bill No. 21: Messrs. Beaudoin, Harris (Grey-
Bruce), Jackman, Maybank, Nicholson and Shaw. The sub-committee to
submit the draft-Report to the Committee for consideration at a later date.

The Chairman, Mr. S. Murray Clark, expressed the thanks of the Committee
to the Minister of Reconstruetion and the Officers of Trans-Canada Air Lines
for their attendance. Also to the members of the Committee for their co-operation.

At 5 o’clock p.m., the Committee a-djburned to meet again at the call of
the Chair.

ANTOINE CHASSE, ,
Clerk of the Committee.




MINUTES OF EVIDENCE

House or Commons, October 31, 1945.

The standing committee on Railways and Shipping met this day at
4 o’clock pm. The Chairman, Mr. 8. M. Clark presided.

The CuARMAN: Gentlemen, I think last night at 6 o’clock the next order
of business was the report by the auditors on Trans-Canada Air Lines. When we
were dealing with the other reports I think we had Mr. Matthews read the
report, and then any discussion took place afterwards. Is that procedure
agreeable with the committee?

Some Hon. MEMmBERS: Agreed.

The CrarrMAN: All right, Mr. Matthews.

Mr. O. A. MarraEws: Mr. Chairman and gentlemen, you will recall that
on Thursday we dealt with our report excepting page 6 which deals with the
Trans-Canada Air Lines, because at that time the accounts had not been
considered by the committee. It reads as follows:

TRANS-CANADA AIR LINES

The Trans-Canada Air Lines has 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.

Supplementing our audit certificate appended to the aceounts pub-
lished by the Air Lines, we make the following comments on the income
account and balance sheet:—

Income Account

Mail revenue is based on the rates per plane mile flown in approved
mail services in accordance with the trans-Canada mail contract.

The surplus for the year 1944 amounting to some $7,000 is after
making provision for the general expenses of operation and:—

(a) Interest 5 per cent on the “capital invested.” For the purposes
of the trans-Canada contract, the paid-up capital stock -has been
taken as representing the “capital invested”;

(b) Depreciation of ground facilities;

(¢) Depreciation of flying equipment—at reduced rates due to ex-
tention of estimated service life;

(d) General taxes;

(e) Company’s portion of pension accruals under the air lines 1943
plan and

(f) Company’s portion of pension accruals for transferred employees
remaining- under the C.N.R. 1935 plan.

The total of provisions (a) to (f) approximates $1,104,000.

The surplus for the year shows a decrease of some $140,000 in
comparison with 1943. Broadly speaking, this decrease in the surplus is
accounted for by the much higher ratio of direct operating costs to
revenues together with increased charges for pensions—less substantial
reductions in the provisions for depreciation, inventory and insurance
reserves in 1944. The higher ratio of operating costs is partly attribut-
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able to major overhauls, necessitated by war-time conditions and
designed to extend the service life of flying equipment beyond the original
estimate. Based on the estimated extention of service life, the company
reduced the rates of depreciation for flying equipment and made no
provision to increase the inventory reserve in 1944.

Balance Sheet

The insurance fund is composed of cash and Dominion of Canada
securities. The year-end market value of the securities exceeded the
book figure. The fund increased approximately $234,000 during the year
with no major loss claims being reported outstanding at the date of
the balance sheet.

Investments in property and equipment are carried on the basis of
cost. The net additions and betterments during the year approximated
$829,000, the principal addition being the purchase of 3 Lockheed aircraft
including spare engines and radio equipment.

The amount of paid-up capital stock remained unchanged in 1944.

In respect of pension plans, it should be noted that:—

(a) Under the air lines 1943 plan, which is maintained on an accrual
basis, the cash contributions by the company and employees
presently in service are invested through the separately admin-
istered pension trust fund, the accounts of which are not included
with those of the air lines. Apart from the foregoing, the
company has made provision in its accounts covering employees’
contributory rights not yet exercised.

(b) The contributions by transferred employees presently in service,
who have elected to remain under the C.N.R. 1935 plan, are
invested through the separately administered pension trust fund
under that plan, the accruals for which the company is liable in
respect of transferred employees being paid to the Canadian
National Railways.

The accounts of the Trans-Canada Air Lines are stated in Canadian

currency converted mainly at the par of exchange.

We have received the customary certificates from the responsible
officers of the air lines relating to current maintenance and physical
retirements of capital assets. :

In respect of the air lines the test audit for the year 1944 was similar
in scope to that of the National System previously outlined in this
report.

Yours faithfully,

GEORGE A. TOUCHE & CO.

The CHAIRMAN: Are there any questions?

Mr. Jackman: Mr. Matthews, we had the item of depreciation up at the
last meeting, and it was brought out there that considerable sums were spent
on refurnishing the engines and planes which gave them an extra life of a year
and a half. I presume this new depreciation rate is amortization on the cost
spread over the period, plus a year and a half. TIs that it?

Mr. MarTaEws: Yes. The major overhauls extended the estimated service
life of the equipment up to 1946 for the majority of the planes and for some of
the Lodestars up to the end of 1947. On that point, the depreciation of aircraft,
propellers, engines and so forth decreased during the year by about $300,000.
But if you would turn to the operating expense accounts and refer particularly
to the repair accounts—

Mr. JackmaN: We noticed that yesterday.
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Mr. MartHEWS: —you would find that the increase for 1944 was $374,000.
We have to take into account, of course, the increased plane mileage flown. But
taking that into account, the figure would be $312,000 on the basis of the same
plane mileage. That indicates the extent to which major overhauls are charged
in the 1944 accounts.

Mr. JackmaN: You feel perfectly satisfied as auditor that the change, if you
like, in the method—of course, for a good reason—truly reflects the accounts of
the company and the position of the company?

Mr. MartHEWS: Yes, Mr. Jackman; because under the conditions existing
in the last year having to do with the purchase of new equipment, we all know
it just was not practicable; and the original service lives given to the planes
had to be extended if they were to continue to operate with safety. So there
was no other choice that we could see but to extend the original service life of
the planes by these major overhauls. In view of the fact that the decrease in
the depreciation on the flying equipment is exceeded by the amount of major
repairs, after taking into account the increased plane mileage flown, we think
that is a fair indication. I should like to say this too, Mr. Jackman, that the
proof of that will be when the end of 1946 and 1947 arrives, because naturally
we have to use our best judgment in these matters but we are not prophets. Out
of the 26 planes, 17 of them under this revised depreciation rate would run out
at the end of 1946 and 9 at the end of 1947. In other words, if the present fleet
remained in service until those dates, the depreciation rates as revised will have
been substantiated. Then, of course, there is the further possibility of sale
value, of which we are not in a position to judge. But all things taken together,
we feel that the accounts reflect a fair picture, having regard to the necessary
major overhauls.

Mr. JackmAN: I do not think from looking at the statement that we could
possibly do other than compliment the line on their general depreciation policy.

Mr. MATTHEWS: Yes.

Mr. JackmAN: But with respect to the year 1944, and perhaps in view of
the fact that there may have been over depreciation or depreciation that was on a
very conservative basis, to say the least, do you think they drew upon their
surplus or fat as it were, to reduce the amount that they had to set up for 1944?
Mr. MarTHEWS: For depreciation?

Mr. JackMAN: Yes, for future years. Mind you, in the end everything will
be all right. But I want to know with respect to the year 1944, looking at it on
its own feet alone and not at the conservative policy adopted in the foregoing
years, was a sufficient amount set up for 1944? I know you will arrive at the
right end if you continue until 1946 and 1947.

Mr. MaTrTHEWS: You must take into account your repair costs.

Mr. JackmAN: Yes. I grant you that. I am only asking your opinion.

Mr. MartaEws: That is what I say. We could only form that opinion if
we could see that the repair costs per mile flown for 1944 were sufficiently higher
to merit the decrease in the depreciation accrual for 1944. That is the thing
that justifies it in our mind. If repair costs in 1944 had remained stationary
per plane mile flown, even if these planes did continue in operation until 1946
and 1947, there would be the point that you bring up, that we would have been
drawing, as it were, on the conservative policies of the previous years. But in
view of the increased plane mile costs for overhaul repairs, we do not think that
that is the case.

Mr. Jackman: I believe at another sitting in a prior year it was brought
out that the president did not receive any remuneration at all directly from the
T.C.A. but merely got his remuneration as a director of the C.N.R.

Mr. MATTHEWS: Yes.
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Mr. Jackman: That is so? That continues so?

Mr. MATTHEWS: Yes.

Mr. Jackman: Of course, if the president were paid the amount that I
think all of us will say he is worth, it would be a substantial item in the operating
expenses. It would, I should think, turn that little surplus of $7,000 odd into
something less than 5 per cent earned on your eapital. In your opinion, Mr.
Matthews, what should a man who can discharge well the functions of president
of an air line as large as T.C.A. receive annually?

Mr. MarraEws: Now, Mr. Jackman, you would not expect me to answer
that question, would you?

Mr. Jackman: I certainly would.

Mr. MarraEWS: The arrangement is that the Canadian National Railways
supply certain services.

Mr. Jackman: Do you think that accounts for a lot of this surplus they
gave us last year?

Mr. Marraews: But, Mr. Jackman, I think if I remember correctly, Mr.
Symington said yesterday that the arrangement between the C.N.R. and the
air lines was one of benefit to both. We agree with that statement.

Hon. Mr. Howe: How much do you think Mr. Symington’s services are
worth? :

Mr. Jackman: To T.C.A.?

Hon. Mr. HowE: Yes.

Mr. JackmaN: You could not begin to bet them on the market for $25,000,
and I do not know how much higher he should be paid. But if he gets $25,000,
as he is getting, I do not know why he does it. I suppose it is love of country,
the same as some of the rest of us.

Mr. Beavpoin: How does the salary of the actual president of T.C.A.
compare with the salaries paid to the president of similar companies in the
United States? ;

Mr. Jackman: He does not get anything. He is a public servant.

Mr. MarraEws: I do not think you can predicate accounts on the hypo-
theses as to what they should be “if”. The fact of the matter is that at the
present time it is not costing T.C.A. any money.

Mr. Jackman: Here we have a gentleman of high executive calibre whose
services now given to T.C.A. could command a very substantial sum in the
market, but who for reasons of his own sees fit to devote his time and energies
in part to T.C.A., and there is no charge for that. I am suggesting that if
there had been a charge at all commensurate with the quality of his services it
would have been an additional item in the operating expenses which would
have had a serious effect on the surplus account which now shows a balance
of $7,409 in favour of the company, and that would have been turned into a
deficit. You do not disagree with my generalizations?

Mr. MarruEws: If there had been a salary of $25,000 or $50,000, the
results would have been changed by that amount. We could not go beyond the
fact that T.C.A. are enjoying the services of Mr. Symington and you gentlemen
are in a position to approve their value. But they are not reflected in the
costs because T.C.A. does not have to pay.

The CuARMAN: Are there any other questions?

Mr. Jackman: In the last paragraph—I have only got this French version
and I am not getting on very well with it—but at the bottom of page 6 you men-
tioned that there was a decrease in the appropriaton for pensions depreciation
inventory. What were the totals for the two years and what is the relation
between them.
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Mr. Marraews: Depreciation on equipment decreased $299,600. Depre-
ciation on ground facilities decreased $40,000, and in that case it was because
the depreciation period was over. In other words, the assets were fully depre-
ciated so far as certain ground facilities were concerned. '

Mr. Jackman: I did not get all those figures.

Mr. MarraeEws: On aircraft they werre $300,000; on ground facilities,
$41,000; and on insurance $145,000.

Mr. Jackman: These are the decreases?

Mr. MartaeEws: That is right, of the special items we mentioned, and the
inventory adjustment, $238,000.

Mr. Jackman: What do you mean by adjustment, exactly?

Mr. MartaEWs: That is related to the extension of the service life of the
planes. In 1943 the depreciation rate was based on the original level of three
and four years. The purchase of parts for the planes had ereated an inventory
that, over the original expectation of life, would not have been used up in
service. Therefore, it was deemed advisable to make a reserve against that.
The reason why these inventories were piled up was that the company had to
purchase the spares when they were available. But with the extension of the
life of the planes, the apparent surplus now in the stores has already been
provided for in the reserve which was created in 1943. It was the original
intention to make a reserve of a similar amount in 1944. But that was before
the major overhaul program was decided upon. So, naturally, if an increase
in the reserve was not required in 1944, the charges would show a decrease in
comparison with 1943. Would you like to identify that item?

Mr. Jackman: The $238,000 is the difference?

Mr. Marraews: The difference is $238,000.

Mr. JackmAN: Between the inventory reserves?

Mr. Marraews: Account Six-fifty-two, Mr. Jackman. You see, in 1943
there was an appropriation of $230,000.

Mr. Jackmax: In 1943 you set up $230,000 which you charged to operating
expense as a reserve against inventory?

Mr. Marraews: That was regarded as part of surplus stores at that time:

Mr. Jackman: And then, in the 1944 accounts you transferred that
$230,000 back?

Mr. Marraews: No. We did not make a similar charge in 1944, My.
Jackman, on account of the extended service life of the planes. It is now con-
sidered that the reserve that has been established will be sufficient to take care
of the surplus stores at the end of 1946 and 1947 when the presently estimated
service life of the planes is run out.

Mr. JackmaN: But you get minus 37,238?

Mr. MarraEWS: Minus $7,138, because in 1944 there were some minor
adjustments that created a credit. Then, on the other side, pensions increased
$107,000.  Those were the special items to which we made reference.

Mr. Rem: I have a question to ask Mr. Matthews. I note on page 7 of the -
annual report, in speaking of airway facilities, it speaks of the Department of
Transport’s improving runways and field facilities, airport lighting and naviga-
tion aids required for the safe and scheduled conduct of air operations. Perhaps
it is not within your scope, but I was just wondering what the amount would be
if the Transport department did not do that. It would certainly be an added
cost to the operations of T.C.A. It would be interesting to know just what
services the Department of Transport provide. After all, this committee is
entitled to know how much the public is contributing towards that work and
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how much the company is getting, apart from its passenger revenue. Here there
seems to be an item which, if they had to pay for it themselves, would be fairly
costly. .

Mr. Marraews: I am afraid the Department of Transport would be the
source of that information.

Mr. Rem: I shall certainly inquire about it from the Department of
Transport because I want to have the complete picture. Sometimes we hear
about the postal department doing so well, but on the other hand you may go
back and dig into that.

Mr. Saaw: I brought up this same matter the other day and I concur in the
view expressed by Mr. Reid. I feel it is very difficult to get a true and correct
picture if we do not know the extent to which the Department of Transport has
made expenditures on behalf of the operations of T.C.A. And in the same con-
nection, I would second the observations by Mr. Jackman with respect to the
salaries which have to be paid in the future, when T.C.A. has its own president.
I think those are very important items. I would support Mr. Reid in asking
that that information be supplied at the earliest possible moment.

Mr. Hazex: On page 50 of the estimates for 1946, under airways and
airports, construction and improvements, including lighting and radio facilities,
$2,419,250, those facilities may not all have been used by T.C.A.?

The CuAamMAN: It is too bad that these questions could not have been asked
when the Minister of Transport was here because there is no one here now.

Mr. JackmaN: It is one of the major subjects of this investigation and I
would say that it was certainly not due to any oversight when this subject was
brought up.

Hon. Mr. Howe: I can relieve your mind on that. I am the minister who
is responsible for airports. It has nothing to do with T.C.A. T.C.A. operates
on the theory, just as any other airway does, that the airports are not their
responsibility. If the airports are not suitable, then they cannot go to them.

Mr. Jackman: The exact difficulty, Mr. Howe, is when you leave the
realm of private enterprise, where individual items are on their own footing,
you do not know where you are at. Consequently one has to ask questions, in
order to get things clarified. Here we have a man like Mr. Symington serving
free of charge.

Hon. Mr. Howe: Do you object to it?

Mr. Jackman: No, I do not, but it is unusual.

Hon. Mr. Howe: It is not unusual. We have had fifty doing the same thing
within the last five years. It may be unusual for some men, but usual for others.
That is the only difference.

Mr. JackmaN: That is right, but I do think it is an unusual circumstance, if
we look upon T.C.A. as a business concern. That is what is in the minds of
some of the members, at least, around this table, because we want to know what
the true operating costs are not only as they are reflected in the accounts which
are opposite, but with respect to those items which are left out. I do not think
you will get a president who will not expect some remuneration for his services.

Hon. Mr. Howg: That is why a public operation can operate in the black
where a private operation operates in the red.

Mr. Jackman: I do not understand what you are saying.

Hon.. Mr. Howe: It is one reason why this operation is in the black and
why another operation is in the red.

Mr. Jackman: That may be one of the reasons but here you have got
expenditures which dwarf the total capital invested in the T.C.A. into a mole
hill, expenditures on the part of the Department of Transport in the way of
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providing facilities. All that this committee wants is an examination of them
to make sure that we at least pass our judgment on them in our capacity as
representatives of the House of Commons on this committee, and because we
have the responsibility of reporting back to the House.

I feel we should know what the tie-in is between the departments, the
T.C.A,, if you like, and the Department of Transport. There is a feeling which
I think is quite well justified that the tie-in is so close that we are never
quite sure just how things are. Yesterday, Mr. Symington said that as long as
he was there things were going to be run on a strict businesslike basis. I take
no exception to that but it is hardly a businesslike basis to have Mr. Symington’s
services donated to the T.C.A.

Hon. Mr. Howe: As a matter of fact the airport position is quite clear.
It is the same in Canada as it is in the United States, the United Kingdom or
any place else. St. John is very anxious to get service from the Trans-Canada
Air Lines. Trans-Canada Air Lines like to give service, but they cannot
give service because there is no airport. Until somebody builds an airport
there they will not be able to give service. The same would apply to the city
of Montreal if they had no airport, or to the city of Toronto. The state builds
the airports.

Mr. Saaw: There is a difference though between a privately owned airport if
there is such a thing and a governement owned airport because out of taxation
must come the money to maintain the government airport.

Hon. Mr. Howe: The only difference is whose taxation. With a city airport
it comes out of municipal taxation; with a federal airport it comes out of federal
taxation. 5 :

Mr. Suaw: This is a nationally owned enterprise, not a municipally owned
enterprise. :

Hon. Mr. Howk: There are privately owned enterprises that use the same
airports.

Mr. Suaw: We are not dealing with those.

Mr. SymineToN: May I ask is it not the same thing? Whether it is run by
a public or a private corporation neither of them build airports. No private
concern ever builds an airport and no public concern builds an airport. Whether
the company is publicity owned or privately owned makes no difference as to
the subject you are discussing. If this line were run by the Canadian Pacific
Air Lines or any other air line they would not build airports. Neither do any of
the private companies in the United States or in any other country. Neither
do they build docks if they are running ships or anything of that .kmd. You
operate an air line and land at airports which are pr.epared, and it dqes not
make any difference, as I see it, whether it is publicly owned or privately
owned as to this subject you are discussing, namely who builds the airports?
The dominion government in any event builds the airports; the United States
in any event builds the airports; the British government in any event builds
the airports, and the French goverrment builds the airports. All governments
build the airports. It does not matter who operates the line as far as airports
the line as far as airports are concerned.

Mr. Jackman: We can see all that, but we have the government through
its chosen instrument desiring to have a monopoly of all important air lines in
the country and issuing an order to those Canadian companies which are now
operating and which might use these airports to divest themselves of their air
services. That applies to the only other main competitor, and the situation is
very close. Of course, some of us are of a suspicious nature. That is our
business.
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Mr. SymiNgToN: I realized that.

Hon. Mr. Howe: You have noticed that.

Mr. Jackman: We are therefore entitled to find out those facts which we
consider relevant. If by some ruling of evidence it is shown that we cannot get
the facts we can always go downstairs and plead our case there but while we
are here we certainly want to know what is the total cost to the people of
Canada of providing air transport on the main lines where T.C.A. is the only
operator. It is similar to a man having a farm in western Canada which is
very poor land and needs irrigation. He pays $5,000 for his farm. Then the
government comes along and spends $50,000—in fact, the relationship is more
nearly $100,000—on irrigation, and it is said that the man makes a return of
5 per cent on $5,000. That is not the return at all on the total expenditure.

We have a somewhat similar case in front of us at the present time. In
spite of the fact that all countries provide airports we might just as well argue
about docks and lighthouse facilities that the government does not provide the
right of way. True they are providing landing grounds and railway stations and
everything else, but why should we compare it with steamship docks? Why
not compare it with land transportation? ; J :

That brings me to the matter that the T.C.A. will be competing and is
now competing with the railways which have to provide their own rights of
way and their own terminal facilities. It also brings to mind the cht tha't. the
government owns the T.C.A. and wants to expand it : and drlve‘ private
competition out. Yet you have the two governement services competing with
each other. It is the same thing with the argument that goes on between truck
owners- and railway operators. The truck owners do not pay for the roads
except in a very moderate way in gasoline taxes, and the railways cannot
compete. They have to keep up their roadbeds and all then‘_fam_htles while thp
local governments provide roads free of charge to the trucking industry. It is
a very vital question.

Mr. Nicaorson: The C.P.R. has not done too badly during the past at public
expense. They had their land grants.

Mr. Hazen: Steamship companies do not pay for the docks but they pay
for the use of the docks?

Mr. SymingToN: We pay landing fees at the fields. ;

Mr. Hazex: In connection with railway transportation the railways put
up their own stations? :

Mr. Symincron: That is true. Mind you, the railways got their rights of
way through government grants. I am not going into t:hat.. A‘_ll I say is that
as the T.C.A. is being examined here we have not the shghi';wt idea of the cost
of the airports. I cannot give you that information; that is all. No other air
line can give it to you.

Mr. Murcu: It does not affect your operation at all?

Mr, Symingron: It is not a part of our operation. That is not what we
are here to do. I cannot give that to you because I do not know.

Mr. Jackman: We are not questioning you particularly. It comes up quite
properly under the bill. :

Mr. Nicsoson: The discussion does come up under this auditor’s report,
does it not?

Mr, MarraEws: Mr. Chairman, on that point without having any part in
the discussion about the merits or.demits of the supplying of these facilities by
the Department of Transport, or whether Mr. Symington should serve with or
without salary, I should like to make it clear that as far as these accounts
and the information given to this committee are concerned the facts are made
abundantly clear. I think that that is something we should bear in mind in
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this discussion. We do not want any misunderstanding that the accounts, or
the information given in relation to these accounts, fail in any particular to set
out important information of that kind. The information is given to this
committee and it is set forth in a way that there cannot be any misunderstanding.

Mr. Rem: What was the reason for the increase in the amount provided
for pensions? In 1943 it was $42,000.

Mr. MartHEWS: $26,000. In 1943 there were just six months. The pension
plan became operative the first of July, 1943. That is one of the reasons. That
is just half a year. In 1943 there was also an adjustment because of an over-
estimate that was made in the previous year when the reserve was set up in
anticipation of the pension plan coming into being.

Mr. Rem: It seems such an increase.

Mr. Marraews: To begin with the pension plan was only in effect for half
a year in 1943.

Mr. Remp: The other question I had in mind was speaking about the surplus
on page 6.

Mr. MartaEws: Which?

Mr. Rem: The surplus for the year shows a decrease of some $140,000 in
comparison with 1943. The question there is is the provision for depreciation,
inventory and insurance reserve in 1943 greater than 1944?

Mr. Marraews: I have tried to explain that to Mr. Jackman. I will repeat
it for you.

Mr. Rem: No, I will find it in the record.

Mr. Marraews: I have no objection.

Mr. REm: You gave it in detail?

Mr. MarraEws: Yes, but I will be glad to give it to you again.

Mr. Rem: That is not necessary.

The CuamrMAN: Any other questions, gentlemen?

Mr. McCurrocH: I move that the report be adopted.

Mr. Picarp: I second the motion.

The Cuamrman: It has been moved and seconded that the auditor’s report
be adopted.

(Carried)

The CuamrMAN: We have left now bill 21.

Mr. Rem: When do we discuss the mail contract?

The CmamMman: I believe under the bill. Just before we start I should
like to mention that Mr. McLure has taken Mr. Harris’ place on the committee,

Mr. Hagris (Grey-Bruce) : Mr. Harris of Danforth.

Mr. Rem: As long as he does not want another ferry.

Mr. McLure: I might take this opportunity to say that I have been at
other meetings but I was not privileged to have anything to say. I want to
ask the chairman now would it be in order at some future meeting for me to
refer back to that particular part which I am interested in, the Borden ferries?
It is just for the sake of getting some information that I think should have
been recorded at that time.

The Cuamrman: Mr. McLure, I know that the committee is anxious to
give you every consideration. What does the committee think about Mr.
MecLure’s request? When would be an opportune time for him to say a few
words about that?

Mr. Remp: What about witnesses?
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The CramrmaNn: Perhaps the officials are here to answer that question? I
am not sure.

Mr. Rem: Unless they are here it is going to be dfficult for Mr. McLure
to get the information he desires.

Mr. Murca: They have all been dismissed.
The CralrMAN: How long would it take?
Mr. McLure: Leave it over to the next meeting.

Mr. Hazen: When will the next meeting be? We may not have another
meeting for some time.

The Cmamrman: The Canadian National officials are not here. I do not
know which one would answer your question.

Mr. McLure: There might be one of them here who could answer it
at the next meeting.

Mr. Hazex: If Mr. McLure does not speak now he may have to hold
his peace for some time.

Mr. McCurrocu: I think that has been gone over.

The CuarMAN: I know that the committee wants to be courteous to Mr.
McLure, and I want to, too. Now, we will take up bill 21. I think it was
suggested that the minister say a few words about bill 21 before it was dis-

“ cussed by the committee. Does that meet with the approval of the committee?

(Agreed)
Mr. Mayeank: Have you got plenty of copies of the bill there?
The CHAIRMAN: Just a minute, and we will get a few more copies.

Hon. Mr. Howr: The purpose of this bill was discussed fully in the House
of Commons on the resolution and again on second reading. The purpose is
to put Trans-Canada Air Lines in a position to undertake largely added respon-
sibilities, through the operation of lines outside Canada. The bill increases
the capital of the organization and also changes the basis for the mail contract.

The original bill provided that the mail contract would be automatic. It
provided that the line would charge for passengers a roughly competitive rate
with that of United States lines and that express and other charges would be
similar to those of United States lines, but that the mail rate would be reduced,
any increase in earnings, that is, that any earnings of the line would be
charged 50 per cent to reducing the mail rate and 50 per cent to the credit of the
company.

It was an automatic feature. Once a contract was made the mail rate
was adjusted automatically at the end of every year. That is found to be
somewhat unworkable. The time has come when the demands of the passen-
ger service exceed those of the mail service so far as the number of planes
is concerned, and the result is that we are putting on three and four services,
and perhaps should have five, six or seven services, whereas the require-
ments of the mail are satisfied by two or perhaps three services a day. The
post office objected to carrying out the terms of the old Act in the matter of
additional services. The result is that it seems at this time desirable to work
out a different form of contract as far as the carriage of mail is concerned.
This Act eliminates the automatic feature of fixing mail rates and leaves these
negotiations between the air line and the post office department. It also leaves
the governor in council free to add additional services on the recommendation
of the minister responsible for the Trans-Canada Air Lines operations.

Mr. Jackman: What basis is that on? Is that on so much per pound
of mail, per ton mile; what is the basis of that?

Hon. Mr. Howe: We started with a rate of 60c per mile flown.
Mr. Jackman: Is that per ton mile?
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Hon. Mr. Howe: It is not ton mile, no; it is a mile flown. The post office
had the right to put in as much mail as they wished to on any single flight
up to 1,200 pounds, that 1,200 pounds would take priority over any other load.

Mr. Rem: Would it take priority over passengers?

Hon. Mr. Howe: Yes, it took priority over passengers. For that they
paid the air lines 60c per flight mile flown.

Mr. JackmaN: That would be over established routes?

Hon. Mr. Howe: Over established routes, yes.

Mr. NicuoLsoN: And every flight would be charged?

Hon. Mr. Howe: Every flight would. be charged, yes. .

Mr. MayBaNk: That dropped down to?

Hon. Mr. Howe: 42c¢. It was adjusted at the end of each year.

Mr. MayBank: That priority always remained in force?

Hon. Mr. Howe: Yes.

Mr. Jackman: This terminology is confusing at times. When you say,
“per flight operated”, does that mean that if there are two flights a day, the
post office department would have to pay twice as much as they would for one
flight? Is that the way it works out?

Hon. Mr. Howe: That is perfectly correct.

Mr. JackMaN: And at the end of the year if there was a profit the con-
tract rate would be reduced by 50 per cent?

Hon. Mr. Howe: By 50 per cent of the profits.
Mr. JackMAN: And if there is a loss?
Hon. Mr. Howe: If there were a loss the contract flights would be increased.
Mr. Remp: That is for the whole operation?
. Hon. Mr. Howe: Yes. :
Mr. JackMaN: Was the price increased by the full extent of the loss, or by
50 per cent of the loss?
Mr. SymingToN: By the full extent of the loss.
Hon. Mr. Howe: By the full extent, was it?
Mr. SYMINGTON: Yes.
Hon. Mr. Howe: There never has been any loss so it has not been applied.
Mr. Nicuorson: Under the present contract have you information as to
the cost per ton mile?
Hon. Mr. Howr: It could be worked out. Have you got that there?
Mr. Symingron: We have it.
Mr. NicuoLson: Did you say you have that available?
Mr. SYMINGTON: Yes.
Mr. NicuoLsoN: Mr. Herring, of the department, might have that.
Mr. SymineToN: We can get that. -
Mr. Jackman: Was the rate origindlly in force reduced once, or twice?
Mr. SyminaToN: There has been a drop every year, actually.
Mr. JackmaN: But there has been no change in principle?

Mr. SymineroN: No, just simply applied to the contracts reducing it as we
got more passenger earnings. The mail rate was reduced from 60c to 54c, to 50c
and down now to 42c.

Mr. Harris: Should we not let the minister finish his statement? I think
he was just in the middle of the mail contracts.

48530—2
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Mr. Jackman: He was going to give us the basis of the main contracts.

The CuramMAN: He is just busy for a moment.

Mr. NicuoLsoN: While the minister is working out what he has there before
him, I wonder if someone could tell us the rate paid to the Canadian Pacific Air
Lines per ton mile?

The Cuamman: That is not a matter which belongs to this committee.
While Mr. Herring is here, I do not suppose he would have any right to give
evidence unless he is called by the committee. Perhaps the T.C.A. could give any
information which they might have.

Hon. Mr. Howe: The mail rates for the Canadian Paclﬁc are on a different
basis; they are based on the pound of mail, or the ton of mail.

Mr. NicroLsoN: I thought we might have some basis of comparing what we
have been paying to the C.N.R., and if we have the information we might be
able to compare it with the C.P.R.

Hon. Mr. Howe: I have no information-on rates to the Canadian Pacific.
I dare say Mr. Herring could be called later and give you that information.

Mr. MurcH: Let us have the statement.

Mr. HerriNG: There is really no comparison between the T.C.A. and C.P.A.
because the situation with respect to each is decidedly different. - The C.P.A.
handles a diversified traffic, it carries everything; and it is not even air mail,
particularly; it carries parcel post as well. I think the rate is 50¢ per mile.

Mr. MayBaNk: There are a number of different contracts, according to the
route served.

Mr. Rem: I think we better wait and go into that more fully at a later stage.

Mr. Hazen: Let’s have the minister’s statement.

The CuamrMAN: I think the minister should finish his statement. If the
committee would agree to do that we could go on.

Hon. Mr. Howe: I think my statement could better be made as we examine
the bill clause by clause.- Each clause brings up a new subject. I shall be
glad to make a statement on each clause as I go along, if that will be satis-
factory to the committee.

Mr. JackMmAN: I was thinking about what you said about the contract with
the post office department; they are working for a revision of the principle?

Hon. Mr. Howe: I do not know that they are asking for a revision, but
there have been some differences of opinion which indicate to us that a revision
is desirable. For instance, I have never had a letter from the post office asking
for anything in that respect but the post office department have agreed to the
terms of this bill. I presume that as they agreed to it they feel the time has
come to revise the contract.

Mr. Jackman: The passenger end of the T.C.A. operation is increasing
much more rapidly than the other, is it not?

Hon. Mr. Howe: Yes, very much more rapidly, and will increase more
rapidly. The mail proposition is one that is more or less stabilized at the
moment; it may go back a bit and then increase again; but the passenger busmess
is vastly greater than we have been able to service.

Mr. JacgmaN: If you were to have three or four times as many flights as
you have now with the post office’s business remaining more or less statie, it
would become almost intolerable to the post office, would it not?

Hon. Mr. Howe: No, because the thing would adjust itself over a period.

It might cost them a good deal more this year, but the adjustment in the mail
rate would offset that next year. They might temporarily face a loss.
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Mr. JackmaN: But you say that they have not asked for a revision of the
contract?

Hon. Mr. Howg: No, not to me; no.

Mr. JackmaN: It would appear that the contract would be working in the
future against the post office department if carried on under the present arrange-
ment.

Hon. Mr. Howe: The difficulty is that it calls for joint action. It is very
difficult for the post office. If we want to run in the middle of the day to serve
passengers, they naturally say that it does not interest them, it does not serve
mail and they are not inclined to agree. That puts them in a position of
agreeing with something that means nothing to them even if other interests
require service.

The CaamrmaN: Would you like to take the bill up clause by clause and
then have your general discussion afterwards? Would you like to do that, Mr.
Howe?

Mr. MurcH: Yes, that is a good start.

Hon. Mr. Hows: That would be best.

The CaarMAN: If that is the best way to handle it.

Hon. Mr. Howe: Shall I read the bill?

An Act to amend the Trans-Canada Air Lines Act, 1937.

His Majesty, by and with the advice and consent of the Senate
and House of Commons of Canada, enacts as follows:—

1. Subsection one of section seven of The Trans-Canada Air Lines
Act, 1937, chapter forty-three of the statutes of 1937, is repealed and
the following substituted therefor:—

7. (1) The authorized capital of the Corporation shall be
twenty-five million dollars divided into shares of one hundred
dollars each, represented by share certificates.

The CuAlRMAN: Are there any questions about that?

Mr. Rem: Could we have an explanation for the increase from $5,000,000
to $25,000,000?

Hon. Mr. Howe: The services to the United Kingdom, to South America
and across the Pacific will require larger investment in planes; and also because
of the likelihood of an increase in our domestic service it will be required to
buy larger planes and to have more planes, and this provides the additional
capital needed to carry on that expansion program.

Mr. GiBson: Do you expect that this will be enough to provide sufficient
capital for all the planes you require? They cost around a million dollars a
piece. : :

Hon. Mr. Hows: No, it will not, but we feel it will prove to be enough, so
you see our capital is replenished quite rapidly by the depreciation account.

Mr. Gison: Oh yes, and I see from the report that that is on the basis of
25 per cent per year. J

Hon. Mr. Howe: Yes.

Mr. Jackman: How many shares of this new capital do you expect will
be issued this year?

Hon. Mr. Howe: Probably Mr. Symington could tell you that.

Mr. Symingron: I would not expect any in 1945. May I point out to the
committee, as the legal gentlemen here will know, this is a matter of capacity
in a company. It is there. If the government, or anybody else, wants to invest
in these shares, we have the capacity to issue them. Because we are capitalized
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at $25,000,000 does not mean they are going to be issued immediately. In our
domestic air lines you gentlemen know we were authorized back in 1937 with
a capital of $5,000,000, but it was only last year, or the year before, that
we got up to $4,600,000.

Mr. Rem: Who issues the shares?

Mr. Symineron: The C.N.R.

Mr. Rem: They own the $25,000,0007

Mr. Syminaron: They only own $4,600,000.

Mr. Rem: Will they have the issue of these shares?

Mr. SymineroN: The provision here is that they will, unless they are taken
over, unless a separation takes place and the government takes it over. While
it is provided and the $25,000,000 is there, we will only issue the amount that
we think will be needed. If we do not need $25,000,000 but only $20,000,000,
then only $20,000,000 will be assued; if we do not need $20,000,000 but only
$15,000,000, only $15,000,000 will be issued. As I say, it is only a matter of
capacity; the government will not put up any money before this stock is
issued, and then they will put only what is required.

Mr. Hazex: You do not expect any money to be put up this year?

Mr. SymiNgToN: None at all.

Mr. Hazen: No issue this year?

Mr. Symineron: I would not expect so, no.

Mr. Hazen: How many do you expect to issue next year?

Mr. Symingron: That depends on the results we get in the time of construe-
tion on the new planes. If they are completed next year we will need quite a
lot, if they are not completed until January of 1947 we will not need so much.
These planes come off the line one every month, two months or three months.
In the expansion program on the domestic, as I told you the other day
we contemplate 21 conversion planes. As near as we can figure out, these planes
may cost us, let us say $100,000, that is $2,000,000. All our domestic planes I
think undoubtedly will be ready next year. I was looking at our statement
and our depreciation fund, and so on, pretty near takes care of that. We may
need a little bit, but not so very much, because our reserves from depreciation
are for the purpose of purchasing new equipment. When you embark upon
four-engine equipment to run 10 planes to the old country, 10 planes to South
America and 10 planes to the Orient—Australia; there are 30 planes which
may cost us, let us say $500,000 a piece. That is a lot of money. It would
come up month by month as these planes are produced and put into operation.
Naturally we order them and we have to pay for them. We do and come to
the government and say, “Here, buy a million dollars’ worth of stock to
provide us with money to pay for these planes.” That is the way the thing
works out.

Mr. Jackman: May I ask what the mechanics are of actually getting cash
for the T.C.A.? ‘

Mr. Symingron: The actual mechanics up to date have been these: the
Trans-Canada Air Lines pass a resolution notifying the Canadian National Rail-
way that they need more capital. The Canadian National directors then meet
and pass a resolution subseribing for more shares in Trans-Canada and send them
a cheque, and Trans-Canada sends the Canadian National the stock certificate.
If it remains in the Canadian National, that will be the procedure. If separation
takes place, the same procedure will be followed with the government.

Mr. Rem: I am one of the new members of the committee, and I should
like to ask if there is any interest paid on this stock?

Mr. SymiNgTON: 5 per cent.
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Mr. Rem: To the railway?

Mr. SymingTON: Yes.

Mr. JackmaN: A dividend.

Mr. Symingron: It is virtually a dividend. It is charged in as an operating
expense so as to insure it as a first charge; but it is virtually a dividend, yes.
That is all the shareholder can get under any consideration.

Mr. Rem: That will help the C.N.R. finances, by holding the stock.

Mr. Symingron: It depends on what the C.N.R. have to pay for their
money.

Hon. Mr. Howe: Maybe the rate is too high.

Mr. Jackmax: This stock is limited to a 5 per cent dividend?

Mr. Symincron: Yes. :

Mr. Jackman: What happens to the surplus? You can keep it in T.C.A.
no matter how large it is?

Mr. SymingTon: The surplus up to date has gone into reducing the mail
rate, so that there is no further surplus.

Mr. Hazex: Is this 5 per cent like a dividend? Does it come out of earn-
ings? If you do not make anything, what happens?

Mr. Syminceron: It is a charge. It is put into the original scheme as an
operating cost.

Mr. JackmaN: As I understand this, the surplus of the C.N.R. goes back
to the consolidated revenue fund.

Mr. SymineTon: That is right.

Mr. Jackman: But with the surplus of the T.C.A., you are allowed to keep
it p% to a certain point. There must be some provision in the Act for that. What
is 1t?

Mr. SymincToN: No. There is no provision in the Act. T.C.A. originally
needed to get something for a reserve against its growing operations, and half
the profit that it made was put into the reserve.

Hon. Mr. Howe: If T.C.A. does not need its extra money, it can buy back
its stock, I suppose.

Mr. Jackman: What happens to the other half of the reserve?

Mr. SymincToN: It goes to reduce the rates to the post office.

Mr. Jackman: The mail contract?

Mr. Symingron: Air mail. .

Mr. Gison: I would not worry about too much profit.

Mr. Jackman: No. There is no use talking about a limit of 5 per cent. It
does not mean anything. All these government things are so odd as compared
with shall T say, legitimate business.

Mr. Murcu: They are attempting to make it simple.

" Mr. Symingron: All the C.N.R. gets out of it is the 5 per cent on the money
they invest.

Mr. JackMaN: Once authorization is a,pproved by the House. It is a bit
different surely from applying for an ordinary charter for a company.

Mr. Symingron: Not a bit, as far as I can see; because the charter is issued
under legislation of the House authorizing it.

Mr. Jackman: Yes?
Mr. Symineron: In a general way instead of a specific way.

Mr. Jackman: It is the people’s money, however, and once the authoriza-
tion is given to the T.C A. here, the only people who have a check on it is the—
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Mr. SymincTON: Is the government.

Mr. Jackman: Is the C.N.R. at the moment.

Mr. SymineToN: No, the government.

Mr. Jackman: You just said that in the mechanics—

Mr. SymincToN: Before any sum of money can be invested, the govern-
ment has to approve of it by order in council. It is a question of parliament as
opposed to the government. That is what it is. Parliament authorizes us to do
it if the government wants to buy it.

Mr. JackmaN: I asked you about the mechanics of getting the money and
you said the T.C.A. passes a resolution showing its need which goes to the C.N.R.
and the C.N.R. directors can do it if they wish to.

Mr. Symineron: Oh, yes. But I should have perhaps gone further. The
C.N.R. can make no capital investment except they go to parliament and in
every estimate or budget that the C.N.R. has put before the Canadian parlia-
ment, you will see in the year’s budget they bought stock; and in each year
you will see $4,600,000 invested in T.C.A. They can invest no capital moneys of
the C.N.R. at all without the approval of parliament.

Mr. MurcH: Carried.

The CrAIRMAN: Are there any other questions?

Mr. Harris: Just a minute. That consent of parliament, though, is fully
obtained afterwards by a committee like this.

Mr. SymingToN: No. The C.N.R. presents its budget for 1946 now before
you; if it is going to subseribe for stock of T.C.A., it is in its eapital budget and
you pass it in the House.

Hon. Mr. Howe: Approved by parliament.

The CuAIRMAN: Are there any other questions on that section?

Mr. Hazen: As I understand it, before you start your service to the United
Kingdom, you have to get your planes?

Mr. SYMINGTON: Yes. '

Mr. Hazex: And you do not know when you are going to get them?

Mr. Symingron: That is it.

Mr. Hazen: In addition to that, you have to come to an agreement with
the United Kingdom government, the British government, do you not?

Mr. SymiNeToN: Yes, about landing, commercial rights in their country.

Mr. Hazen: -And you do not know when this agreement is going to be
reached?

Mr. Symingron: Well, the minister stated yesterday it was to be made
very shortly between the two governments. ®

The CHAIRMAN: Are you ready for section 2?

Mr. MurcH: Section 2.

Mr. Jackman: I take it, Mr. Symington and Mr. Howe, that while parlia-
ment and this committee will have a chance to serutinize any capital expend-
itures, any of the $25,000,000 which may be authorized and desired to be spent
at a future time; nevertheless, unless it is to be a pure formality in authorizing
the $25,000,000, I cannot help but feel—unless I am a little premature,—that
we should know what the $25,000,000 is for beyond the fact that “I want to
build an air line to Great Britain and perhaps to South America.” I think we
should have a breakdown. Particularly am I fortified in that opinion, and it
encourages my suspicious nature, when you said yourself, Mr. Symington, the
other day, “I would not want to invest my own money in them”, referring to
these external lines.
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Hon. Mr. Howe: I can tell you there are some private corporations that
are very anxious to invest their money in them.

Mr. JackmaN: Yes. But if we had a private corporation asking for this
money, we would have a breakdown of the expenditures and what they are
to be for. =

Hon. Mr. Howe: If you pass a bill or if you cought the incorporation of
a company and if its capitalization was $25,000,000, you would not give us
any breakdown, would you, if you were were asking for a million dollars? You
want a breakdown and we could probably give it to you. It is simply a matter
of the capitalization of a corporation.

Mr. JackmAN: I realize the legal distinction. Yet I am not quite satisfied
that we, as a committee, have fully discharged our duties when we say, “the
T.C.A. asks for $25,000,000,—it would make no difference whether it was
$25,000,000 or $500,000,000,—it is merely authorization, merely fictional and it
is not our duty to scrutinize what they want the money for.” I have a rather
different conception of my duty, although I am not too certain that I am right
in taking that as acutely as I do.

Mr. MurcH: At the moment they are not asking for any money at all, as I
understand it. Am I right?

Mr. SymincToN: That is correct.

Mr. MurcH: They are asking that they have permission at some future
date to ask for money up to $25,000,000. Is that not right?

Hon. Mr. Howe: That is what it is.

Mr. MurcH: Not being a lawyer, perhaps I understand it easily.

Mr. SymiNgToN: It is a peculiar situation. If a private company came
up with a private bill, these clauses would never be questioned; but at publie
company comes and it is questioned. It may be all right. I do not know. It is
a pure question of cabinet. What you are doing is saying, “This does not mean
anything; but we are afraid the government, who have charge of it, will not
in the future properly exercise their rights as to whether they are going to
allow this company to spend money freely or not.” If you do not give a company
authorized capital you might as well say, “Go out of business now.” There is
ncthing in it. Authorized capital means nothing.

Mr. JackmAaN: I may be somewhat cynical. T think perhaps you are right.

Mr. Hazen: To what extent will the line that is to be set up, especially to
the West Indies and South America, affect the earnings of the Canadian National
Steamship Companies?

Mr. SymiNneToN: I do not know.

Mr. Hazex: Has that been considered?

Mr. SymingroN: Well, no. That has not been considered.

Hon. Mr. Howe: Having in mind that Canadian National steamships do
not carry passengers, I do not think it will affect that very much. We will not
carry freight. .

Mr. Hazex: The boats carried passengers before the war, and mail.

Mr. SymiNncroN: Naturally one important consideration, as I understood
it,—certainly as we shall view it—is that as these boats were destroyed, and if
new boats were to be built, if there is to be an airline, construction of these
boats would naturally be different in the number of passengers they would carry
compared to its insulated freight situation. If there are going to be airlines—
and there will be; if we do not run them somebody else will—then of course
you would have larger passenger accommodation in your West Indies trade
ag-eement if that agreement is renewed. But I think you should view this
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thing purely as an airline. An airline may want to run to South America. It
-may want to run to the West Indies. If it does want to run there and it is decided
that it is a good thing to do that, in the judgment of the government, it has the
means of getting the capital to do it, if the government is satisfied that it is
a good thing to do.

Mr. Hazen: These are government owned operations. Do we not have to
look at it in this light, that we do not want each one cutting the others throat
at the cost of the taxpayer?

Mr. SymingTon: Yes, probably you do.

Mr. Hazen: That is something that has to be kept in mind.

Mr. Symingron: That is quite true, but I would suggest to you that some-
body is going to run an airline between Canada and the West Indies. If we do
not run to the West Indies, the British West Indies Air Lines will run to Canada.
They may both run. I do not know. But certainly you cannot throttle modern
transportation by air, and you might as well stop trying to do it. You cannot
do it. It is just impossible unless you are going to relegate yourself to being a
second-class country. Things are progressing too fast, that is all.

Mr. Prcarp: Do not the two services simply supplement one another? They
are not especially competing. They are a different type of trade. Some people
may want to go by air, and may prefer to go by air rather than by ship. I do
not think there is so much competition; I think they are just supplementary
services. Some fast freight will be shipped by air and slow freight will be
shipped by boat.

Mr. Symingron: If that argument is good, we ought not to have any air
lines in Canada at all; because there is no use in blinding our eyes to the fact
that they are going to interfere with the Canadian National. Isn’t that true,
Mr. Hazen?

Mr. Hazen: I did not come in here to argue, but just to ask questions.

Mr. Symingron: Of course; but it seems peculiar, in an authorization capital
statute, which is a different thing to authorizing a subsecription by the govern-
ment to that stock.

Mr. GimBson: If we have an airline we are going to have to give them
some money to run it; there is no doubt about it. Maybe we should establish
the broad principle of whether or not we do want airlines in Canada.

Mr. Jackman: But we have the word of an expert operator that he would
not want to invest his own money in it. That should put us on guard as watch
dogs of the treasury.

M:. Beauvpoin: A lot of people invest money in radio broadcasting, so long
as it concerns Canada; but they won’t invest their money in shortwave radio
companies. In T.C.A., national operations will tend to develop in that way as
well.

The Crammax: Is that enough on section 1?7 Do you wish to carry that
section?

Mr. Picarp: Carried!

The Cuamman: O.K. it is carried. Now, Mr. Howe, section 2.

Hon. Mr. Howg: Subsection (1) of section 12 of the said act is repealed
and the following substituted therefor: “12 (1) Subject to the provisions of
this Act, the Canadian National Railway Company may issue notes, obligations,
bonds and other “securities (hereinafter in this section called “securities”) not
exceeding the sum of twenty-five million dollars for the purpose of acquiring
the capital stock of the corporation, and the Governor in Council may authorize
the guarantee of the principal and interest of such securities on behalf of His
Majesty.”
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The only change in subsection (1) of section 12 is the power to issue
securities to the amount of $25,000,000 instead of to $5,000,000.

Mr. MurcH: Five per cent remains as it is?

Mr. Hazen: Is it the intention to have the shares of Trans-Canada, or at
least those that are going to be issued under this clause to the Canadian National
Railways, transferred to the minister?

Hon. Mr. Howe: That may happen later. They are not transferred under
this Act.

Mr. Hazex: But in view of the fact that in the very near future the railways
have to be dissevered from the airways what is going to become of these shares
held by the Canadian National Railways when that happens?

Hon. Mr. Howe: I presume that the government will acquire them from
the Canadian National Railways. :

Mr. Jackman: Why do you not put a clause in this section 12 covering
not only the Canadian National Railways but the agency which may operate the
air lines, because the Canadian National Railways is to divest itself very
shortly, I understand.

Hon. Mr. Howe: That is so.

Mr. Hazen: But there is a section in the Act?
Mr. Symingron: Yes.

Mr. Jackman: But why must the clause read that only the Canadian
National Railways may issue notes, obligations, bonds and other securities?

Hon. Mr. Howe: The Canadian National Railways, as you know, is financed
by government guaranteed securities. If the ceiling drops out of the picture,
there will be no government guaranteed securities. That is all.

Mr. Rem: Since the people of Canada put up the money, I have often
wondered why—when the right was taken by the minister in section 11—it says
that the book value of shares, when there is any disagreement, must be determined
by a reference to the Exchequer Court of Canada? I always wondered why,
when the government was doing all the business and putting up the money, there
shoulg be a reference to the Exchequer Court when there should be a disagree-
ment?

Hon. Mr. Howe: Just in order to have an umpire. That is all.

The CuamrMAN: Could we stick to “2” for a moment to see if that is all
clear? Are there any other questions on “2”? Very well then “2” is carried.

Mr. Hazen: About “2”, have you any idea when this transfer of those shares
will take place from the Canadian National Railways to the minister?

Mr. SymiNGTon: It may or it may not take place. It is a matter of govern-
ment policy.

Mr. Hazex: But the Canadian National Railways is to be disconnected?

Hon. Mr. Howe: The Aeronautics Act says that on and after a certain date
surface transportation shall not be permitted to own an interest in airlines except
with permission of the government. It is no more definite than that.

Mr. MurcH: But the government could still use Canadian National Railways
as their agents?

Hon. Mr. Howe: No decision has been made.

The CuamrMmaN: Is that O.K., Mr. Hazen?

Mr. Hazen: It is all that I can find out.

The CralrMAN: Well, what about section 3?

Hon. Mr. Howr: Section 14 of the said Act is amended by adding thereto
the following paragraph: “(e) to purchase, hold and, subject to the provisions
of this Act, sell and dispose of shares in any company incorporated under section
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twenty of this Act or in any company or corporation incorporated for the
operation and maintenance of airlines -or services of aireraft of any kind.”
(f) “to lend money to any corporation incorporated under section twenty of
this Act on such security as the minister may determine.”

Now, that is a new paragraph intended to fit conditions that we meet in
operating abroad. As I said in the House, in Brazil there is a government
provision which requires that forty per cent of the airlines operating in Brazil
must be owned by Brazilian citizens. In that case it might be necessary to
carry our operations in Brazil by forming a subsidiary corporation, half of
which could be owned either by the Brazilian government or by Brazilian citizens.
Then, of course, it is necessary in operating—at least it is desirable in operating
outside of Canada—to operate by means of a separate corporation for the reason
that accounts for international operations must be kept separately and filed with
the international authorities and any subsidy paid must be indicated clearly.
In other words, it is not contemplated that domestic airlines will be able to use
their surplus in carrying out international operations. In other words, if we
operate from Montreal to Prestwick in Scotland, that operation will be carried
out under a subsidiary corporation and the accounts will be kept separate from
the domestice organization.

Mr. Jackman: What other countries are there that you might likely land
in, or where you might use facilities, where they have these peculiar laws?
Mexico, for instance?

Hon. Mr. Howr: No, Mexico has not, I believe. I do not know of any
others, but I know of that situation.

Mr. SymincToN: Most of the South American countries have it.

It seemed to me in considering this bill that it was most important for two

reasons, first that the results of the domestic operations should not be confused
with the results of any international operation, and furthermore that the inter-
national operation should be separate in order to analyse the returns of the
international organization and to see what subsidies are paid. American Air Lines,
for instance, cannot make a big profit in the domestic airline and hide it in
their international airline. The international airline accounts must be kept
separate. We form a separate company for international airlines. Let us say
it is Trans-Canada Atlantic Overseas or British Overseas, or anything you like.
This clause gives Trans-Canada Air Lines the right to hold 100 per cent of the
stock in that company. Let us assume that there is a route such as Vancouver
to Australia which in all likelihood will be a progressive venture losing con-
‘siderably at first, at least. It seemed in the commonwealth conference a silly
thing for the commonwealth to run parallel competitive routes on what was
plainly likely to be a losing venture. Therefore the suggestion was made that
that route should be run by the three governments, T.C.A. and the Australian
air lines, and so on, and we can hold stock in that company thus minimizing the
loss, if it is considered a wise thing to do. The Act is perfectly flexible so that
whatever company we have to enter into the stock is to be held in T.C.A. That
is the principal thing. We can hold stock in companies of that kind if the
government subsequently approves.

‘Mr. Rem: In that event it would show whether the line to Australia was
paying and apart from the Trans-Canada in Canada?

Mr. Symingron: Exactly.

Mr. Jackman: We have to retain 51 per cent.

Mr. Symingron: Yes.

Mr. Jackman: That does not leave very much for the commonwealth share.

Mr. Symingron: Of course, in that case it probably would not be run by a
company that was a joint holding company. What we would do, we would own
all our own company and Australia would own all their own company and instead
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of us operating four trips a week we would operate two and they would operate
two right through and the receipts would be pooled. Whethere the disbursements
would be pooled is a matter still subject to some consideration. We think that
perhaps we can operate a little better and we would socner take care of our
own expenses and let them take care of theirs, but in that case to avoid a parallel
competitive operation between the commonwealth countries the receipts would
be shared. All these things are under discussion. None of them have been
settled, but a very wide range of conditions may arise depending upon where
you are going to operate.

Mr. Rem: If that arose would it be the intention to charge up repairs,
planes, and the complete running operation? :

Mr. Symineron: There would be standard accounting for each of these
companies.

Mr. Rem: I think it would be splendid because it would show the picture
and we would be able to see whether or not it would be worth while to continue
the loss outside Canada at public expense.

Mr. JackmAN: The minister set forth the difficulties in the Brazilian set-up
where you have to have at least 40 per cent of the shares held by nationals.

Mr. SymingToN: Let me explain that because the minister did not explain it
completely. We can run our international airline down there and own it all.
There is no question about that. Every international line there has a local
feeder line to furnish traffic to its international line. Pan-American Grace, the
German company which has now become Pan-Air de Brazil, and so on, all have
companies leading from the large places in Brazil to feed passengers to their
international line. If you have such a line that line must be held at least
40 per cent by Brazilian money and you must use a certain number of Brazilian
people on it. Whether or not we will ever go into it I do not know. We have
had Brazilian people up here, including the government, talking this thing over.
‘They recommend very strongly that these feeder lines are necessary to provide
a paying international line. We said we were not particularly anxious to go
into that business but we would look into it and study it, which we are doing.
Every other international line does it, and if we are going to compete with them
and have no feeders we may be out of luck. We may have to go into the feeder
business. Whether or not we will is a matter of judgment when the time comes
but this Act allows us to do it if it is considered the right thing to do.
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