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ORDER OF REFERENCE

House or CoMmMONS,
Turspay, 6th March, 1928.

Resolved,—That Standing Order 63 of the House of Commons, relating to
appointment of the Select Standing Committees of the House, be amended by
adding to the Select Standing Committees of the House for the present session,
a Select Standing Committee on Railways and Shipping, owned, operated and
controlled by the Government, to which will be referred the accounts and the
estimates of the Canadian National Railways and the Canadian Government
Merchant Marine for the present session, for consideration and for report to the
House, provided, however, that nothing in this resolution shall be construed to
curtail in any way the full right of discussion in Committee of Supply; and
that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, Chaplin,
Drayton, Duff, Dunning, Fiset, Goodison, Harris, Jelliff, Jenkins, McLean
{Melfort), Milne, Power and Stevens.

Attest. ARTHUR BEAUCHESNE,

Clerk of the House.

Ordered,—That the said Committee be empowered to examine and inquire
into all such matters and things as may be referred to them by the House; and
to report from time to time their observations and opinions thereon, with power
to send for persons, papers and records.

Attest. ARTHUR BEAUCHESNE,

Clerk of the House.

WepNEsDAY, March 21, 1928.

Ordered,—That the preliminary statement of the Accounts of the Canadian
National Railways for the year 1927, laid on the Table of the House on Tuesday,
March 6, 1928, be referred to the Select Standing Committee on Railways and
Shipping.

Attest. ARTHUR BEAUCHESNE,

: Clerk of the House.

THURsDAY, March 22, 1928.

Ordered,—That 500 copies of the minutes of proceedings and evidence taken
before the said Committee be printed from day to day, or as required, for the
use of members of the Committee and the House, and that Standing Order 64
be suspended in relation thereto.

Attest. ARTHUR BEAUCHESNE,

Clerk of the House.

Tuurspay, March 22, 1928.

Ordered,—That the said Committee be given leave to sit while the House
is In session.
Attest. ‘ ARTHUR BEAUCHESNE,
Clerk of the House.

TuUrsDAY, March 22, 1928.

Ordered,—That the Supplementary Estimates, 1927-28 (Railways and
Canadian Government Merchant Marine, Limited), be referred to the said
Committee. A :

Attest. ) ARTHUR BEAUCHESNE,

7 Clerk of the House.
iv
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'REPORTS OF THE COMMITTEE

First REPORT
TaUurspAY, March 22, 1928.

The Select Standing Committee on’ Railways and Shipping, owned, operated
and controlled by the Government, beg leave to present the following as their
First Report. Your Committee recommend to the House that 500 copies of
their minutes of proceedings and evidenee be printed from day to day, or as
required, for the use of members of the Committee and the House, and that
Standing Order 64 be suspended in relation thereto.

All of which is respectfully submitted.

W. T. GOODISON, Esq.,
- Chairman.

SECOND REPORT
: THURSDAY, March 22, 1928.

The Select Standing Committee on Railways and Shipping, owned, operated
and controlled by the. Government, beg leave to present the following as their
Second Report. Your Committee recommend that they be given leave to sit
while the House is in session.

All of which is respectfully submitted.

W. T. GOODISON, Esq.,
Chatrman.



MINUTES OF PROCEEDINGS

Room 429, House or CoMMONS,
TaurspAY, March 22, 1928.

The Committee met at 11 o’clock a.m., the following members of the
Committee present:

Messieurs: Bell (St. Antoine), Cantley, Drayton, Duff, Dunning, Fiset,
Goodison, Jelliff, Jenkins, McLean (Melfort), Milne, Power, and Stevens—13.

The hour for opening the meeting having arrived Mr. Dunning said that
he assumed the first business would be the election of a chairman.

Mr. McLean (Melfort) moved, seconded by Mr. Duff, that Mr. Goodison
be Chairman of the Committee. !

Motion put by the Clerk of the Committee and agreed to.

Mr. Goodison on being declared elected as Chairman assumed his place
to preside over the meeting.

!
The Chairman suggested that he thought it would be advisable to have
the matters of printing of the proceedings and evidence arranged at that time.

Mr. Duff moved, seconded by Mr. Cantley—

That the Committee recommend to the House that 500 copies of the
minutes of proceedings and evidence taken, be printed from day to day or as
required, for the use of members of the Committee and the House, and that
Standing Order 64 be suspended in relation thereto. Motion carried.

Some discussion followed with regard to asking for leave to sit while the
House is in session. It was finally decided that it would be advisable to have
leave granted, so that if necessary the Committee could sit at any hour without
further reference to the House; accordingly,

Sir Eugene Fiset moved, seconded by Mr. Milne—

_ That the Committee recommend to the House that they be given leave to
sit while the House is in session. Motion carried.

Sir Henry Thornton, and a number of his official staff were in attendance;
also representatives from the Department of Railways.

The Chairman stated that it had been the usual procedure to hear from
Sir Henry Thornton at the opening of the deliberations of the Committee, and
have him give his statement. He would therefore have much pleasure on
calling upon Sir Henry to give the Committee his statement.

Sir Henry Thornton thereupon proceeded to make his statement, which
was followed by questions and general discussion. Several items were dis-
cussed and progress made as shown by evidence taken, which follows.

It being near one o’clock reference was made as to when the next meeting
of the Committee would be held. Some of the members were in favour of
meeting the next day, others, not until after the Easter adjournment. Finally
the latter opinion prevailed, and on motion of Sir Henry Drayton it was
decided to meet after the adjournment, at the call of the Chair.

Meeting adjourned to the call of the Chair.

E. L. MORRIS,
Clerk of the Commattee.
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MINUTES OF EVIDENCE

ComMiTTEE Room 429,
House or CoMmMoNs,
TauUrspAY, March 22, 1928.

The Select. Standing Committee on Railways and Shipping met at 11
o’clock a.m., the Chairman, Mr. W. T. Goodison; presiding.

The CrairmaN: The usual procedure is to hear from Sir Henry Thornton
at the opening of our deliberations and have him give us his statement. ‘I have
much pleasure in calling upon Sir Henry (Thornton) to give us his statement.

Sir Henry TaorRNTON: Mr. Chairman and gentlemen: you have before
you a pamphlet which represents the financial and other operations of the rail-
ways for the past year. The figures included in that report speak for themselves
and require very little further explanation.

I may say, however, that there are two things to which I would like to
call attention. First, the figures which have been presented to you exclude the
operations of the Central Vermont. Railway which, because of a disastrous
flood which occurred in the autumn of last year, is now in reéeivership.
Secondly, there is likewise excluded from the main account of the Canadian
National Railways the operations of the Eastern Lines, so called, which are
included in a separate account and will be found in the pamphlet which you
.}Ilafe before you. The Eastern Lines have only existed as a separate entity from

uly 1st. : : ;

The railway during the past vear has experienced an increase of $3,200,000,
in round figurés, in gross earnings, a good deal of which was in freight revenues.
That represents a relatively small increase compared with the total amount,
and was largely due to the fact that because of the early autumn and the late
crop a good deal of the grain which ordinarily would move in the latter part
of the year did not move, and that is moving this year, so we will be benefited
to that extent this year.

Expenses increased about $9,000,000. Practically all of that is found‘in
the increased expenses chargeable to Maintenance of Way and Structures and
the increased expenses chargeable to Transportation. A large factor in the
increase in expenses was the wage increases which were granted during the year
and which may be roughly said to approximate something like 7 per cent,
and with respect to which some forecast was given when we met a year ago.
The administration of the railway does not begrudge that increase, which we
think was fair and reasonable, having regard to the general wage situation in
Canada and in the United States, and the progressively improved showing
~ which the railway has made for the past five years. However, it did affect
the operations this year to an amount represented by about $4,500,000.

The operations of the railway were further adversely. affected by a reduction
in freight rates which accounts for about $1,500,000. With respect to that we
have nothing to say other than that the proposed reductions were duly con-
sidered by the Railway Commission, were duly argued, all interested parties
presented their points of view, and the Railway Commission has made a decision.
We have nothing more to say—

Mr. CantLEY: You are referring to the decreases apart from the Eastern
section?

J v [Sir Henry Thornton.]
1 : ;
\




2 SELECT STANDING COMMITTEE

Sir HeEnry THorNTON: Oh yes, quite. We did not include that—that is
water over the dam, but those two items taken together somewhat more than
account for a reduction of $5,790,000 .in net. Having regard to the increased
wages and the decrease in gross revenue chargeable to Reduced Revenue, the
showing may not be considered an unsatisfactory one.

Our situation from a financial point of vietv was almost precisely that of
the Canadian Pacific Railway. They experienced a decrease of $4.530,000,
which curiously enough represents the same percentage of decrease that the
Canadian National Railways experienced. Our operating ratio rose from 81.09
to 83.59, the C.P.R. rose from 77.3 to 80.35. In other words, the financial
experiences of both roads were more or less the same.

Commencing on July 1st, the Maritime Freight Rates Act came into being
and that part of the railway east of Levis was separated for financial purposes
from the rest of the railway, and separate accounts have been kept in connection
therewith. All of that will be found in the report|which you have in your
hand. That which relates to the Eastern Lines is printed in yellow.

I have nothing further to add, Mr. Chairman, but I venture this suggestion,
which I think we followed last year. We have prepared a statement analyzing
the different increases in expenses divided into the major sub-divisions of
accounts. I suggest that each member of the Committee be furnished with a
copy of that which will enable the members to examine it, after which anyone
can ask any question they like. I think that will eliminate a lot of unnecessary
discussion, and, at the same time, give the Committee complete information to
intelligentry discuss any question which may come to their mind. We have
sufficient copies for the Committee, if that is agreeable. We followed that
practice last year. Instead of going through all the accounts item by item and
point by point, which involved a good deal of unnecessary time, a statement
was given to each member of the Committee, and at a subsequent meeting
questions were asked which oceurred to the different members of the Committee
who wanted illumination on any particular point. ~Is it the wish of the Com-
mittee that the same course be followed this year?

Mr. McLeax (Melfort): It was very satisfactory last year, and I do not
see why it should not work again this year.

Hon. Mr. Stevens: It certainly will always help to have a summarized
statement, Sir Henry (Thornton) and no doubt your staff has been able to
sumlrliarize this, bat it does not preclude any questions which anyone may desire
to ask.

Sir HENry TrHORNTON: No, far from it. We will welcome any questions any
one likes to ask. For instance, without this a great many questions might be
asked to which, if this analysis were looked over, an answer might be found.

Hon. Mr. Dux~ina: I think they might be distributed. They contain extra
information at all events. J

The Crarman: Will you deal with the analysis now, Sir Henry (Thornton)?

Sir HeNry TuorNTON: Just as the Committee wishes. '

The CramrMaN: Members of the Committee, you have heard Sir Henry’s
(Thornton) general statement. If there are any questions arising out of that
statement, perhaps you had better ask them now. ;

Hon. Mr. Stevexs: I find myself at once, Sir Henry (Thornton) faced with
one slight difficulty. For instance, T have a desire to ask about this funded
debt, but I am unable to find it in the abbreviated report.

Hon. Mr. Dux~ing: That is only an operating analysis, Mr. Stevens.

Sir HeNry TrHorNTON: What you have here is an analysis of operating
expenses. The larger booklet which you have gives all of the accounts, the

capitalization, the income account, and everything else. This (indicating
[Sir Henry Thornton.]
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analysis) is not designed to cover anything excepting the operating expenses for
the year.

Hon. Mr. Stevexns: It does not deal with the balance sheet at all?

Sir Henry THorNTON: You will find that in the larger pamphlet and no
comments have been made upon that. It is left to each individual member to
ask any question he likes. We could not conceivably cover all of the questions
which would be asked and we thought it better:to leave it to the members to
look this (indicating analysis) over, and then ask any questions they choose.

Hon. Mr. DuxNiNg: The funded debt will arise as we go through the
accounts. There are pages devoted to it, but we can ask questions about it now,
or leave it until that matter is before the Committee.

Hon. Mr. Stevexs: It is on the second page of the main report?

Hon: Mr. Dun~Ning: The details are away back. You are looking at the
summary, Mr. Stevens. I

Sir HeNry THOrNTON: He is.referring to a statement which says “ The
Funded Debt shows an increase of $55,900,000 made up as under.” Is that it,

- Mr. Stevens?

Hon. Mr. Stevens: Yes.

Hon. Mr. Dun~inGg: The details are on pages 14 to 21.

Mr. McLeax (Melfort): Regarding the Central Vermont Railway which
went into receivership last year; how much of it is owned by the Canadian
National Railways—roughly, in percentage?

Sir Hexry THorNTON: About 67 per cent of the stock is owned by the

. Canadian National.

Mr. McLeax (Melfort): You allowed this to go into receiverghip?

Sir Hexry THorNTON: We found it necessary to allow the railway to
go into receivership, which, I may say, was an amicable arrangement as far
as we were concerned. We did that because we did not think it fair for the
Canadian National Railways to provide the necessary funds for the rehabili-
tation of that property without some consideration on the part of the minority
shareholders. In other words, I did not see any reason why we should rebuild
a property in which someone else had an interest without a receivership and
without wiping out that stock. I may say in that connection that the receiver-
ship has worked out very satisfactorily, and has the goodwill of not only the
people of Vermont but also the people of New England, and, incidentally, due
largely to the way in which the matter was handled and a lot of very friendly
feeling; a distinet traffic value was developed in New England and in Canada
itself. There was no animosity or bad feeling of any kind in connection with
the whole transaction, and it does afford an opportunity now to put that rail-
way on a much more satisfactory basis insofar as our financial position is

- concerned, and to introduce \certain economies which will, in the future improve

the earning power of the Railways.

"By Hon. Mr. Stevens:

Q. Under the receivership, would there be a public sale, public bidding?—
A. No. I think what would happen is this, that when the time comes for the
receivership to be discharged, the Court will issue such an Order. What would
be the procedure then, Mr. Ruel?

Mr. Ruen: We expect in that case that there will be a reorganization of
the company, whereby we will take over the whole property and practically
own the whole thing.

Sir Henry THorNTON: The minority interest will disappear.
[Sir Henry Thornton.]



4 SELECT STANDING COMMITTEE

Hon. Mr. Stevens: The only question is, whether or not, technically,
you must not put it up for public bidding.

Sir Hexry THorNTON: I do not think we have to.

Mr. Ruen: It depends upon the Interstate Commerce Commission. If
we can show a sufficiently good case for reorganization, and they approve,
that is the end of it.

Hon. Mr. SteveNs: There is a possibility of them asking you to put it
up for public sale? I do not want to raise questions that are embarrassing.

Sir Henry THORNTON: | At the same time, I want you to know exactly
what the position is. The whole situation is that I believe the Vermont legis-
lature are prepared to do anything with that property we ask them to do.
Our relations are most cordial, and are most cordial with the Interstate Com-
merce Commission as far as the property is concerned.

Hon. Mr. Dunning: Sir Henry gives us a general assurance that it is
" going well, and he does not feel like going into details which might be embar-
rassing in the development of negotiations.

Sir Henry THorNTON: I would be glad to tell anyone anything he wants
to know about it. But you can rest assured that the whole situation is in much
more satisfactory shape to-day than it ever was, in so far as the Central Ver-
mont is concerned.

By Mr. Duff: )

Q. Where does the road begin and end?—A. It begins roughly at Rouse’s
Point and extends, partly by ownership and partly by leases of other lines,
to New London, Connecticut, or St. John. G

Q. By whom is the minority stock held?—A. A fair amount of it is held
by ex-Governor Smith, the former president of the railway, who has been
president for many years, and whose family really was responsible for the
building of the railway originally. Then some of it is scattered around.

Q. Will those people be wiped out?—A. They will be.

Q. That is rather hard on the minority stockholder?—A. That we cdnnot
help. If the Lord sends a flood and wipes out the property, I have not got any
influence that would prevent it.

By Mr. McLean (Melfort):
Q. Their interest is really wiped out now?—A. Yes.
Q. By an act of Providence?—A. Yes.

» By Hon. Mr. Dunning:

Q. It had very little value before that?—A. Verv little value. The
Canadian National Railways had been carrying the property, putting up any
deficits in operating accounts, also in annual interest, for a good many years.

By Mr. McLean (Melfort) :

Q. It is not a case of youth squeezing them out?—A. We are not squeezing
them out. As a matter of fact the minority shareholders are perfectly willing.
They have raised no question. They have gone with us into the receivership,
It has been one of the most amicable arrangements T have ever had to deal
with, having regard to the fact that it has had trouble .mixed up with it. It
will cost about $5,000,000 to rehabilitate the road. Not all of that is re-
habilitation, but in doing the rehabilitation there are certain other things that
-ought to be done, which we shall have to do. For instance, iffstead of renewing
a light bridge in kind, a bridge which within a few years would have to be taken
out anyway, that bridge has been renewed with a bridge of sufficient strength
to take care of any probable increase in the weight, of motive power. In the

ISiv Henry Thornton.]
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renewal of rails, mstead of putting back a light, rail which was formerly on the
railway, we will put back a heavier rail. We have not only rehabilitated the
property, we have taken advantage of the opportunity to improve its .oper-
ations.

Q. You have made a better one?>—A. Yes. It would have been folly to
have done otherwise.

By Mr. Duf}:

Q. In view of the fact that the whole of the road is in the United States,
have you considered the advisability of abandoning it altogether, instead of
spending $5,000,000?—A. No, I have not. .

Q. Can vou give us the reason why?—A. The Central Vermont Railway
represents an important {raffic link in the traffic of New England. There are
three outlets for New England Traffic, or really three ways of handling traffic to
and from New York; first, by way oi the New York, New Haven ‘and Hartford
Railway, which now is physically connected with the Pennsylvania Railroad,
across Long Island; secondly, across the Poughkeepsie Bridge; thirdly the
northern route on the northern New England gateway, which is represented by
our connection with the Central Vermont, and: also a connection with the Can-
adian Pacific Railway has with other railways. For many years traffic moving
via the northern gateway has been allowed a differential. That is because of
the longer route and consequent slower time we were allowed to charge a some-
what lower freight rate than the other railways charged upon their shorter route.
That was to compensate us for our disability. That was a concession which was
made years and years ago, after a long struggle and it has remained in existence
ever since. ‘

By Hon. Mr. Dunning:
Q. That was made by the Interstate Commerce Commission?—A. It was
.made by the Interstate Commerce Commission. That northern gateway is very

jealously protected by the New England shippers. They regard it as an
important factor, an important competitive factor m the movement or traffic
to and from New FEngland to the west. Were we to abandon the Central
Vermont, the probabilities are that that differential might be withdrawn. At any
rate it certainly would affect the shippers in New England. Now, there is an
additional reason, and to my mind a still more important one, namely, that all
of the traffic that moves from points west of the Detroit River to New England
passes through Canada. It increases the earning power of our men; it increases
the net earnings of the Canadian National Railways. Therefore, we feel that
the retention of the Central Vermont is a very essential factor. It also provides
us with a new route from New England to Chicago and point west to Chicago.

Q. Entirely under our contrel?—A. Entirely under our control. .

Q. It competes with nothing in Canada?—A. There is not a pound of
freight that moves over the Central Vermont Railway which in any way
unfavourably affects the position of any interest in Canada.

By Mr. Duff:

Q. In other words, is there any tonnage that comes from New London by
ship and passes over the lines to Canada?—A. Yes, there is some tonnage that
%Omes:i by boat from New York to New London and then from New London to

anada. :

Q. Very much?—A. A fair amount. I cannot give you the figures off-hand.
If it did not move that way, it would move by the Rutland or the Delaware
and Hudson, or some of the other railways running to New York.

Mr. Ruen: The traffic of the Central Vermont is 80 per cent southbound,
and very little of it northbound, only about 20 per cent. The 80 per cent comes
from the western states, moves across Canada and down to New England

[Sir Henry Thornton.]
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points. It is the value of that 80 per cent which is sustaining us in what we
want.

Sir Henry TaorNTON: That contributes also, a proportion to the Canadian
National Railways.

By Mr. Duff:
Q. It is valuable traffic to the Canadian National?—A. It is very con-
siderable indeed, Mr. Duff.

By Mr. McLean (Melfort) :

Q. Where does it come into Canada?—A. At Sarnia. The freight we get
which originates west of the Detroit River and which comes almost entirely
through Sarnia, that freight if it is destined to points in the United States, moves
through Montreal or through Canada down to the New England States, and
down that way. The bulk of it moves via Montreal and across Canada, the
long route. -

Mr. McLeax (Melfort): Quite a volume of traffic is in that 80 per cent.

Mr. RurL: The Central Vermont could not live without that traffic.

Sir Henry THorNTON: If that traffic were withdrawn, the Central Ver-
mont would quit. It would not be worth a rap.

By Mr. McLean (Melfort) :
Q. What would be the nature of that traffic, Sir Henry?—A. Well & good

deal of it is perishable freight, citrus fruits from the Pacific coast to New -

England, automobiles,—quite a considerable amount of automobile traffic, dressed
beef, pork products of different sorts, and general merchandise.

It may interest this Committee to know that, if I recall the figures correctly,
we hantlled about $50,000,000 in gross earnings on this traffic. I mentioned this
last year. We handled about $50,000,000 of traffic which originated at one point
in the United States and terminated at another point.

By Mr. Jelliff:

Q. On the second page we have the Funded Debt, showing an increase of
'$55,000,0007—A. $56,000,000 in round figures.

Q. Yes. The retirements seem to be some $27,000,000?—A. That is right.

Q. The Finance Minister’s statement shows an issue of $65,000,000. Per-
haps when you come before us again you can explain the use of all these funds,
so as to give the Committee an understanding of your statement and of the
Finance Minister’s statement?—A. That $65,000,000 was made up of $31,000,000
Capital Expenditures, and $27,000,000 in round figures was for Debt Redemp-
tion. What you would like to know is what the $31,000,000 was spent on?

Q. Yes, not so much the increase in the funded debt?—A. It was authorized
of course, last year, and we explained at that time the purposes for which this
money was to be used, but I can state it again if you like. :

Q. I would be glad if you would do so?—A. The financial statement shows
'$27,000,000 for Refunding Debt. What Mr. Jelliff wants to know is, what we
did with the $31,000,000 which was a direct increase in Capital. Is that it?
You want to know what was done with that money?

Q. Exactly?—A. Well, $9,894,000 or $9,895,000 was for the generad Budget
requirements of last year, including various additions to the property, increased
right-of-way weight of rail, ballast, renewal of bridges and steel, and a lot of
things of that kind. I have not the details of that with me, but I can get it.
That is what that covered. $1,000,000 was spent on the 1924-1927 program.
$877,000 of that was spent on the Saskatchewan branch lines. $2,280,000 was
spent on the branch line program of 1927-1930; a total sum of about $2,800,000

[Sir Henry Thornton.]
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was spent on the Toronto Terminals and Toronto Viaduct construction, and
then there was an item of $14,239,000 which was spent on refunding the tempo—
rary 1926-1927 Budget requu’ements

Q. That makes it about $30,000,0002—A. That makes it $31,000,000.

Q. The balance of $27,300,000 was debt redemption; that makes $57,000,000?
—A. You have to add a discount of about $2,000,000, and replace cash on hand.
We have cash on hand, $4,727,000.

By Sir Eugene Fiset:

Q. Possibly we could find out how this money was distributed, how it was
distributed through divisions?—A. Yes, that was all gone over last year, General
Fiset, but we can reproduce it this year.

Q I 'would like to know how the money has been distributed, expended
by divisions, if possible?—A. It had better be by districts.

Q. 1 thouqht it would be easier by divisions. I would like to know what
proportion came to the Ottawa Division—A. You would like to know how
much of it was spent in the Province of Quebec?

Q. Yes, if you like to put it in that way?—A. We can do it by Provmces,
if you want that.

Q. I will be satisfied with it by dwmonQ——A Tell us what you Want
and we will try to get it for you.

Q. I want to know how the money has been distributed, by d1v1=10ns if
possible?—A. I will try to get it for you.

By Mr. Cantley:

Q. If you are going to give it for Quebec, better give it for the whole of
the Eastern Provinces.—A. The items were all gone oyer last year and ap-
proved, but we can furnish any information which the Committee would like
to have. If you will tell the Chairman what you would like me to produce,
I will get it.

By Hon. Mr. Stevens:

Q. The Railway has a system of dividing its business up into certain
divisions or distriets?—A. Yes.

Q. Operated in that way for economy and service?—A. Yes. You have
to remember this too, that the amount of money you spend has not any par-
ticular relation to provinces, that is to say, you may spend x dollars this year
in the Province of Quebec, and three years hence you may not spend any in
Quebec at all, but spend y dollars in Alberta. You cannot spend in each
province, exactly the same amount of money. A railway does not lend itself
to that kind of treatment. You have to treat each part separately.

By Sir Eugene Fiset:

Q. In the Eastern Division we are often faced with a deficit. What
expenditure you make in that Eastern Division results in a yearly deficit. I
would like to know, what would the amount of $9,000,000 include. Take
fences, for instance; I would like to know how much is spent, not only in
Quebec but on the whole system?—A. You will find that in the accounts. You
are talking about capital alone, not expenses.

By Hon. Mr. Stevens:

Q. Your capital expenditure does not affeet your deficit?—A. No.

Hon. Mr. Dunning: Would we not get along better, if we took this page
by page, and as these various pages come forward, we can ask for any further
information we may desire. The General’s point can be met in the statement
now before us when we reach it. Perhaps we would get along better in that
wjay. [Sir Henry Thornton.]
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Sir Henry TaorNTON: I would like to remark here that the amount
spent on Capital Account is not necessarily to be regarded, in fact, not at all
to be regarded as money wasted, because you may spend money on Capital
Account which will make a very material reduction in your operating ex-
penses. The only rule is that if you borrow *your money at 5 per cent, the
return you get from that expenditure to reduce your operating costs must
exceed 5- per cent, otherwise there is no good borrowing it.

By Mr. Cantley:

Q. A short time ago you mentioned the amount spent on the 1927-1930
program. Will you be good enough to restate the amount; it has escaped me?
—A. $2,286,230.

Q. What proportion of that total amount will be expended?

Hon. Mr. Du~x~inG: $12,000,000 is the total on branch lines.

Sir Hexry TuorNTON: This particular branch line program is $7,000,000.

Hon. Mr. Dux~xing: There must be something else there.

Mr. Henry: That includes the Toronto viaduct.

Sir Henry Twaorxtox: That is about 30 per cent. $2,286,000 is 30 per
cent of the total.

By Mr. Bell (St Antoine) :

Q. Before'we start on these figures which refer to the Canadian National
Railways System, from Page 18 on, we have schedules comprising the Canadian
National system, and where they are marked with an asterisk it says, “The -
accounts of companies indicated (with an asterisk) are taken up in the system
Income Account as “Separately Operated Properties.” The point I am trying
to get at is this, what does really comprise the Canadian National Railways?
When we are discussing figures regarding the Canadian National Railways
System, are all these companies included3—A. May I ask what you ar
referring- to? '

Q. From page 18 on of the main report.—A. You want to know when you
disc}lllss?the Canadian National Railways, what physical properties are included
in that?

Q. Yes. On page 1 of the report we have Operating Revenues, and you go
on discussing what operating revenue is. Then you have on page 21 Accounts
indicated by a certain mark, and you say that they are taken up in the system.

Sir HeENrYy THORNTON: Mr. Cooper can answer that question.

Mr. Cooper: The companies appearing as separately operated properties
do not go into the System Operating Revenue and Expense Account. They go
into Income Aeccount all right. On page 4 you will find “ Separately Operated
Properties—Loss.” They are taken up in the Income Account but not in the
Operating Account.

j Q. How is that?—A. There is really no relation, sir, between the N.S. & T.
Electric Railway and the Canadian National Steam Railways.

Sir Henry THORNTON: Take the Montreal and Southern Counties Rail-
way. That is operated as a separate property, a separate corporate entity.
You are familiar with that, and I am using it as an example. The gross earnings
and expenses of that railway are not included in the operating account of the
Canadian National Railways but the result whether a loss, or deficit, would be
included in the Income Account.

b Hon. Mr. Dun~ivG: Item 512, page 4, of the big accounts, shows it, Mr.

Hon. Mr. Stevens: You gather into your Income Account the dividends
or returns from these separate companies?
[Sir Henry Thornton.]
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Sir HENRY THORNTON: Yes.
Q. Marked with an asterisk?—A. Yes. ; '
Q. The others are included in your operating system?—A. That is correct.

By Mr. Bell (St. Antoine):

Q. One further question upon that point. There are other companies out-
side of these companies altogether that belong, or that I presume the Canadian
National Railways are interested in. Take for instance, the Government Mer-
chant Marine, the Hudson Bay Railway, or your branch to Rouyn; are they in
these accounts?—A. The Canadian Government Merchant Marine is in a
separate report and a set of accounts is kept for the Canadian Government
Merchant Marine, which this Committee will deal with, as in/past years, as a
separate matter. The Hudson Bay Railway does not enter into the accounts

.of the Canadian National Railway. It is operated by the Canadian National

Railways as the agent of the Government. )

, Q. How do you mean, as an agent of the Government?—A. We simply run
the property, as you would employ an agent. If there is any profit, we give it
to the Government, and if there is a loss, the Government stands it.

Major BeLn: The amount is in the departmental estimates.
Mr. Durr: The reason for that is that it is not finished.

_ Sir Henry THORNTON: It is under construction.

By Mr. McLean (Melfort):
Q. The Canadian National Railways has no money invested in the Hudson
Bay Railway at all?
Sir Hexry THOrRNTON: No.

Q. Before leaving this, I would like to ask what expense, if any, has been
entailed by the separation of the Eastern Lines from the system as a whole, in
the matter of keeping accounts?

Mr. CoorEr: A considerable expense.
Sir Hexry THORNTON: Did we ever make any estimate of it?
Mr. Coorer: No, sir.

Sir HENrRY THORNTON: Could you make an estimate of it, without taking
up too much time?

Mr. Cooper: From $10,000 to $15,000 accounting expenses.

Sir HENRY THORNTON: For the year?

Mr. Coorer: For the six months.

Sir HeNry THORNTON: Mr. Cooper estimates that it would be somewhere

{

" in the neighbourhood of $10,000 to $15,000 additional expense for the last six

months.

Mr. McLeaN (Melfort) : Around $30,000 a year would be the gross.

__Sir HeNry THORI'\ITON.: That would be the figure he would put on it from
h1§ knpwledge of the situation. Mr. Cooper points out that in starting a thing of
this kind you would naturally have more trouble and expense than in subsequent
years, after it gets going. !

Mr, McLean (Melfort) : But that would be the gross extra expenditure, so
far as your staff is able to say at the moment.

Sir Henry THOrNTON: That goes at the rate of something like twenty or
$30,000 a vear, but it is not expected that that will continue.

Mr. McLeax (Melfort) : It should decrease? ;
N Sh: Hexry THOrRNTON: Yes, it will decrease in quantity until it reaches a
irreducible minimum. !

’ [Sir Henry Thornton.]



10 SELECT STANDING COMMITTEE

The CHARMAN: Are there any further questions to ask before we proceed
with the accounts?

Hon. Mr. Stevexs: I agree with the Minister that it would be very much
preferable to have some order in our line of inquiry.

The CaamrMAN: We will find all these items in the report, and they can be
taken up as we come to them.

Hon. Mr. Stevens: Our report will read very much like a hodge podge if
we do not have some order about it.

Mr. Cantrey: When will we have the returns of the Merchant Marine?

Sir Henry THorNTON: They are ready at any time. They will be here on
Monday.

The Cuairman: Will the printed statement be ready on Monday?

Sir Henry TrORNTON: No, I do not think so, but we will have enough data
to go on with.

Hon.: Mr. Dun~inGg: I have found it rather confusing to the members of
the House to distinguish between this preliminary statement and the final state-
ment, and if we have enough work to go on with on these accounts, I would pre-
fer not to table anything connected with the Merchant Marine until T can table
the final statement.

Sir Hexry THorxTON: It is all ready; it is just a matter of printing it. I
can answer that question definitely to-morrow, but I think it will be ready on
Monday.

Hon. Mr. Dux~ing: When will the printed statement of the Canadian
National accounts be ready?

Mr. Cooper: At the beginning of April.

Hon. Mr. Dun~inG: Some curious member of the House is asking me
every day when I will table the printed reports.

Mr. Coorer: ‘I do not think there will be any difference between this report
and the printed- one.

Sir Henry THorNTON: This report lacks only the auditors’ certificate. We
have never found that the auditors varied our figures. There may be a small
variation of a dollar or two, but as a matter of fact we have never found that
the auditors’ examination varied the figures which our own auditors put forward,
so you are perfectly safe in taking this (indicating the report) as far as the
accuracy of the figures is concerned.

The Cmairman: We will turn to the operating expenses and go fhrough
them item by item.

Sir Hexry THorxTON: I will ask Mr. Henry to read this. I am just get-
ting over an attack of *tonsilitis, and my throat is not in a talking condition.

Mr. Hexry: Do you want me to read it all through?

Sir Hexry TuornTON: I think perhaps that would be the best way. Mr.
Henry will read this, and anyone who has any questions to ask may interrupt
him at any point; ask any question and we will try to answer it.

Mr. Henry: In presenting the accounts of the Canadian National Rail-
ways last year, those of the Central Vermont were included with the Cana-
dian National. Owing te the disastrous floods which occurred in the fall of

1927, the Central Vermont was placed in Receivership on December 12, 1927,

and consequently its accounts have been excluded from those of the Canadian
' National Railways system.

As contemplated by the Maritime Freight Rates Act 1927, the income
accounts of the lines east of Levis and Diamond Junction ha,ve been with-
drawn from Canadian National system accounts as from July 1, 1927, and are
shown separately.

[Sir Henry Thornton.]
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The accounts should be understood as excluding the Central Vermont for
the year and the Eastern Lines from July 1. To afford a comparison, the
1926 accounts have been restated on the same basis. Canadian National
figures will be given first and then the Eastern lines for six months from
July 1 to December 31, 1927.

The operating expenses of the Canadian National Railways are classified
in accordance with the accounting rules of the Dominion Bureau of Statistics,
and are divided into 140 primary expense accounts, these being grouped under
7 main heads, with self-deseriptive heads as follows:—

(1) Maintenance of Way and Structures....................... 40 primary accounts
(2) Maintenance of Lqulpment 2 x
(3) Traffie

8
(4) Transportation 50
(G BV T R R e e N (S P 5
(6 AGaeral St T S e R R R i B S 12 o
1
140

(7) Transportation for Investment Credit

The comparison of expenses under these heads for the years 1926-1927
follows:—

\
Item 1926 1927 Decrease or
Increase

$ cts. $. ots g $ ots.

Maintenance of Way and Structures....................... 43,028,428 62| 46,075,178 06|Inc.3,046,749 44
Maintenance of Equipment. .. .......cciieuuneiuniacni. s 47,321,602 60| 47,447,253 16/Inc. 125,650 56
8 FO RN R A S L ST T SR AR RS EEN 6,440,087 63| 7,124,864 67|Inc. 684,777 04
L O R m s ik AN KCR el U SR e R 100, 603,158 02{105, 166,760 58|Inc.4,563,602 56
AT AT Rl Sl e R e s ST SO S e 2,121,607 17| 2,414,842 34|Inc. 293,235 17
T ke TR RS b SR S e 4 SRR AT S s XS, 6,970,244 08| 7,226,199 60|Inc. 255,955 52
Transportation for Investment Credit.....................| 1,012,478 24 993,350 79{Dec. 19,127 45
0y 7 RSN LIRS A SR L S 205,472,649 88|214,461,747 62|Inc.8,989,007 74

The expenses may be further divided, for purposes of comparison, into
Employees’ Compensation and Other Expenses. This comparison follows:—

Employees’ Com rgensamon nges 1926 1927 Decrease or
Iten Increase
$ SR 3

Maintenance of Way and Structures 24,417,161 25,593,701{Inc. 1,176,540

aintenance of Equipment................... 25,803, 542 25,112,659|Dec. ¥
s U N R e S Sl & v e - 3,039,066 3,229,950|Inc. 290,884
ERORNDEUIAHION. .o i i O S R R 64,984,478 68,454, 966|[nc. 3,470,488
IRLRCETIARBORES . - 5. s e e £ 1,065,740 1,193,973|Ine. 128,233
S R e L ) e I B S 4,553,209 4,563,305{Inc. 10,096
G L B T R s S 4 123,863,196 128,248, 5564|Inc. 4,385,357

Material and M scellaneous 1926 R .1 Decrease or
Ttem : Increase
$ S $
Maintenance of Wayand SOmeturenid v i b i ovannt un L 18,611,268 20,481,477/Inc. 1,870,209
Mamtenan(,e GRIOREDTOER D o R N0 SR S s 21,518,060 22,334, 594|Inc. 816,534
B s b o s e T By b2 TN 3,401,022 3.794,91:) Inc. 393,893
Transport,atxon ............... 34,606,202|  35,718,444|Inc. 1,112,242
S el B S S 1,055,867 | ” . 1,220,869{Inc. 165,002
R ke SR RS r S SN Rl et et P R 2,417,035 2,662,895|Inc. 245,860 -

' 81,809,454| 86,213,194 4,603,741

[Sir Henry Thornton.]
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The increase in wages on operating account amounting to $4,385357 is
made up of $3,771,000 increased pay under various wage agreements, and addi-
tional labour employed $579,000.

The increase in Materials and Miscellaneous, amounting to $4,603,741,
is made up of decreased material costs $2,181,000 and additional material
$6,784,000. The principal changes due to price differences and 'quantities
are:—

SR Changes Changes
in Price in Quantity
$ $
Dec. 162, 000|Ine. © 12,000

Inc. 493,000(Inc. , 275,000
Inc. 238,000{Tne. 487,000
Dec. 2,618,000{Inc. 6,010,000
Deec. 132 0001% 40 5 cabae i tie

Dec. 2,181,000{Inc., 6,784,000

Details of the general accounts are to be found on pages 6 to 9 of the
preliminary statement of accounts for the year 1927 which has been tabled in
the House of Commons.

Some of the larger factors causing variation in expense in 1927 as com-
pared with 1926 may be briefly enumerated under the general accounts, the
factors taken into consideration being: variations in traffic, prices of materials
and wages. *

It will be noted that from the standpoint of gross revenue there was an
increase of receipts amounting to $3,199,069.53 and as rate reductions amount-
ing in total to $728,835.16 were effected in the year the comparative volume of
traffic was $3,927,904.69 above that of the previous year.

Maintenance of Way and Structures

. Maintenance of Way and Structures, 1927........... ..o $46,075,178 06
by & & 1/ SERO I Bt St SO, 43,028,428 62
U1 R R v A SERRRSRIRT R O I g S s S S R SR e $ 3,046,749 44

Principal Increases—
A e N i b s W ik T S R $768,332 !

Roadway Maintenance.......... 640,928

Bridges, Trestles and Culverts 537,552 ¥ ’
Tracklaying and Surfacing. ... 490,708

Superintendence. .............. .. 418,559

Other Trkale Mabbraell b, 50 i iid i & g sikobss ko dnale s 355,314

Station and Office Buildings. ............c....ooiin.. 283, 693

Shops and Engine Houses. .. ... ...iiciivadiaiaineiiis, 253, 660

Principal Decreases—
Removing snow, iceand sand............ P N 547,633
o RSN S Bl i S RP I TIoA RO AN B B TR 151,384 -

The increase in rails was due to increased price of rails $493,000 and
increased quantity $275,000. :

Increased rates of pay accounts for $177,000 of Roadway Maintenance
Account. Balance of increase due to increased work. '
_ Bridges, Trestles and Culverts account increased $44,000 on account of
Increased rates of pay. There was an increase due to widening the roadway
of Victoria bridge $136,000, and the balance of the increase is due to general
inereased bridge repairs.

The increase in tracklaying and surfacing is made up of $468,000 increased
rates of pay and the balance due to greater quantity of work done.

[Sir Henry Thornton.] W1 i o4

oasmas S ot




RAILWAYS AND SHIPPING 13

Superintendence is increased $49,000 due to rates of pay while the balance
of the increase is due to a change in accounting, transferring items of superin-
tendence from other accounts to this account.

The increase in other track material follows the increase in rail.

Station and Office Building account increased $34,000 due to increased
rates of pay and $75,000 for new train shed at St. John, N.B.

Increase in Shops and Engine Houses account is made up of heavy retire-
ments in connection with Toronto Terminals $167,000; expensive repairs to
Battle Creek shop $54,000 and increased rates of pay $15,000.

The reduction in removing snow, ice and sand was due to less severe
weather conditions.

There was an increase of 213,978 treated ties and a decrease of 278,609
untreated ties. Treated ties decreased in price 5 cents and untreated decreased
4 cents, resulting in a decrease of $223,000. There was an increase in switch
ties of $74,000.

The effect of various main factors on the total expense is:

Changes in Price of Material and Miscellaneous: VY

2 o AP I RS SRR A W il ol Seoit TR Tl S R o T Dec. $ 162,000
A s R R A s A FR e L T Y, by Ing. 493, 000
Other Material and Miscellaneous. ...............ccooiuiuiuo... Dee. 373,000
Dec. $ 42,000
Changes due to variation in quantity of material usedr:
i (- RO SR RSO . 8 E A AR ATY R o MR R e Inc. $ 12,000
Bails. .. o S el s B e A A e R Inc. 275,000
~ Other Material and Miscellaneous. ...............cciciiiiann, Inc. 1,625,000
: Ine. 1,912,000
Changes due to Employees Compensation:
Rattaof Phg - b L et g L O e e s Inc. $ 904,000 4
BHODRE WORROR & L5 s v e b o By o e L L ST Deec. 22,000
Accountancy items redistributed. ... ..o . oo d Inc. 294,000
Ine. : $1,176,000
/ Inec. $3,047,000

The increase in quantity of labour and material, which might be expected
to vary in any degree with traffic, amounts to $1,890,000 and after allowance
for decreased expense due to more favourable weather conditions and accidents,
the comparative increase of expense is $2,399,000 as compared with which the
increased traffic amounting to 1.55 per cent would indicate an increase for
labour and material amounting to $301,000.

Sir Henry THorNTON: Might we stop there and ask the committee if,
under the general heading of “Expenses chargeable to Maintenance of Way and
Structures”, there is any criticism to be made, or any questions to be asked?
In that connection I would like to say that, as has already been indicated, the -
Increased expenses are due partly to increased wages and partly to a higher
standard of maintenance, which we felt it wise to adopt last year. ~For example,
there has been a good deal of complaint with respect to our gravel ballast
between Montreal and Chicago, and we have pursued a somewhat faster pro-
gram of renewing that in stone than would have been the case had there been
no complaint. In othér cases the necessity for higher speeds of our passenger
trains has required a heavier rail, and certain of our wooden trestles are
beginning to go and they have been renewed in steel, and while a proportion
of that is chargeable to capital, it still carries with it a charge to expenses
which we cannot escape; so that, broadly speaking, I should say to you that
the increase of Maintenance 6f Way expense has been due to increased wages
and the necessity, which we regarded as essential, of an improved standard of

60024—2} [Sir Henry Thornton.]
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maintenance of the railway. Now, if that explanation is not satisfactory, and
. anybody wishes to ask any questions, I think it would be wise to clear up the
maintenance of way and structures before we go on with the other items.

Mr. Caxrtrey: Roughly speaking, what mileage have you in regard to
these wooden trestles on the western lines?

Sir Henxry THORNTON: In the western region?

Mr. CanTLEY: Yes.

Mr. Hexry: Offhand, I-think it is about 90 miles. Probably Mr. Blaik-
lock can answer that.

Mr. BraigrLock: Seventy-eight miles. :

Mr, CantrLEy: What replacements or betterments did you make last year
under that account?

Sir HeNry Drayron: Formerly we had a detailed statement put in. Why
not do that this .year?

Sir Hexry TrHorxTON: We have sometimes noted a question and brought
the answer on the following day. It is not always possible to immediately turn
to an account, and get the information asked for. We will make a note of
Colonel Cantley’s question and bring in the answer to-morrow. 4

Mr. McLeax (Melfort): In replacing wooden trestles with steel or con-
crete structures, what do you charge to Capital account?

Sir Hexry TaorNTON: You charge the expense or cost of renewing the
trestle in kind. You charge to Capital the difference between that and what-
ever you may put in.

Sir Eveext Fiser: Does that general statement include the eastern
division?

Sir Hexry TuHorNTON: No.

Sir Eveene Fiser: T thought it did because it mentioned St. John, New
Brunswick, a moment ago.

Sir Henry TaorNTON: That only related to the first six months, General.
The division of aceounts did not go into effect until the 1st of July.

. Mr. CantLey: What proportion of the line from Moncton to Halifax is
double tracked? .

Mr. Braikrock: About 23 miles, as far as my recollection goes.

Mr. CantLEY: What is your policy in connection with the double tracking
of that line?

Sir Henry THorxTON: I do not think that that has ben subjected to any
examination to determine the policy. What usually happens on a railway 1s
that when the traffic reaches a point or gives indication of reaching a point
where it cannot be handled economically or satisfactorily on a single track,
. you then consider how much double track you want to put in. Sometimes you
postpone the double tracking by putting in automatic signals. It all depends
on the volume of traffic.

Mr. CantreEy: My point is this: at various times in the past you have
carried out double tracking projects, and I presume the road has some definite
program in regard to that. )

Sir Hexry THoOrNTON: It has not been brought to my attention that there
is any necessity for double tracking between Moncton and Halifax.

Mr. CanTtLEY: But it does not go on in a haphazard way. There must
be some definite program. ‘

Sir Hexry TaorNTON: The problem does not arise until the necessity
appears, and I know of no necessity for double tracking the railway between

Moncton and Halifax.
[Sir Henry Thornton.]
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Mr. Cantrey: There must have been some necessity or you would not have
double tracked certain portions of it.

Sir Hexry THorNTON: Yes, that necessity arose and was met by double
tracking, as far as double tracking was considered necessary.

Mr. Caxtrey: I think the question of getting the full benefit of the double
track between those two large divisional points should be taken into account.
Has the management any clear and definite understanding in their own mind
as to what they will do, and the rate of progress at which they will carry it
out?

Sir Hexry THOrRNTON: There is no necessity at the moment for continuing
the double track between Moncton and Halifax.

Sir EveeNe Fiser: Is there between Moncton and Levis?

Sir Henry TaorNTON: No. What happens is that you have a single track
railway from A to B, and are handling a certain amount of traffic. When that
traffic increases and gets to the point where you find you must add a certain
number of miles of double track, you then consider the problem. TUsually you
commence by double tracking on some grade where the movement is slow, and
that is sufficient for a certain number of years, and then the traffic catches up
with that and you find necessity for extending the double track. How fast you
extend it depends entirely on-how fast your traffic moves. You cannot begin
to-day and lay down a program for double tracking between Moncton and
Halifax which will be consummated five or ten or twenty years hence.

Mr. Durr: Unless you give the C.P.R. running rights into Halifax.

Sir HExry THORNTON: That we do not intend to do.

Mr. Durr: But if you have to, you will develop the situation as it arises.

Sir Henry THorNTON: Should such a catastrophe overtake us, we will deal
with it at the moment:

Hon. Mr. Stevexs: I want to ask one question in regard to, charges due to
employees’ compensation. The full item is $1,176,000, but included in that is
an accountancy item redistributed of $294,000. Will you explain that?

Mr. Cooper: The division superintendent’s staff on the western region and
the> southern and northern Ontario distriets were formerly charged under 371,
Transportation Superintendence. In 1927 we divided that fifty-fifty between
this account and 371. »

Hon. Mr. Stevens: That is not an inerease in wages?

Sir Henry THOrNTON: No, just a redistribution.

Hon. Mr. Stevens: Transposing a charge from one account to another,

Hon. Mr. Dux~ine: It shows a decrease in the other account.

Sir Henry THORNTON: May I take it, subject to getting an answer to
Colonel Cantley’s question, that the items chargeable to Maintenance of Way
and Structures are passed.

Mr. CantrEY: Just one question. In regard to the Victoria bridge; I see
an item “ widening the roadway, $136,000.” What is that?

Sir Hexry TaornTON: What happened was this: the Victoria bridge, as
you know, carries a very large automobile traffic. The roadbed was worn out
and had to be renewed. The roadbed is pretty narrow for two vehlcles to pass,
%nd we found that in renewing the roadbed——

Mr. CantrLEY: You are referring to highway traffic?

Sir Henry TrorNTON: Yes. We found we could add 18 inches. Now, 18
inches may not seem to you like very much, but it means a good deal to two
Passing vehicles; therefore we thought it wise to get that additional 18 inches
even if it cost us some money. [Sir Henry Thornton.]
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Mr. Cantrey: You are perfectly satisfied as to the safety of the bridge?
Sir Henry THORNTON: Yes.

Mr. RueL: The situation was that the bridge was dangerous for highway
traffic.

Sir HeENry THorNTON: Not the structure itself, but the roadbed.

Mr. RueL: It was too narrow. If a man were crossing the bridge and some
reckless driver came along the other way and wanted to pass there was always
a danger of a sideswipe; so we widened the highway.

Sir Eveexe Fiser: Can you give us any idea of the amount of relayving of
track which has been done? 1

Mr. Hexry: In the year 1926-27.
Sir Hexry THorNTON: Somebody will make a note of it.

By Mr. Jelliff :

Q. There is an increase in the quantity of rails. Have you anything here as
to the new construction on the line?—A. Yes.

Hon. Mr. Dux~ing: That is in the accounts.

By Mr. McLean (Melfort) :

Q. Before leaving this item, the Victoria bridge, does the rallway contribute
{:)he whole of the $136,000?—A. That is part of the expense of maintaining the

ridge.

Q. Part of the expense of maintaining the bridge for highway traffic?—A.
Yes. The Victoria Bridge which crosses the St. Lawrence at Montreal carries
the railway, the Montreal and Southern Counties tram cars, that company
bemg owned by the Canadian National, and there is a highway bridge which
carries vehicular traffic and on that we charge certain tolls.

Q. It is a toll bridge?—A. It is a toll bridge. -

' Sir Eveexe Fiser: On this item, do you say that it does not include the pay
of the staff, that it is simply bndge charges.

Mr. Hexry: That is where it is chargeable, to Maintenance of Way.
Sir Henry THorNTON: It is chargeable to Maintenance of Way.

Mr. Povrior: Mr. Chairman, will you allow members of the House wha
are not members of this Committee to ask questions?

Thé CHAIRMAN: At another meeting, Mr. Pouliot.

Hon. Mr. Dux~ing: If the question has reldtion to Maintenance of Way,
there is no reason why Mr. Pouliot should not ask it now.

The Caarrman: ‘When we opened the meeting we declded to allow ques-
tions to be asked as long as too much time was not taken up. Are there any
more questions on Maintenance of Way? If not, we will start with Mainten-
ance of Equipment. \

Mr. Henry: On page 4 we have:

Maintenance of Equipment.

The comparative situation with respect to condition of equipment at the
end of the year as compared with the previous year is:

[Sir Henry Thornton.]
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Serviceable Serviceable

1927 1926
73 2T RO R R egesiee £ GRETOL S cr s i IO R AR 92-9 93-7
F T DL Ty SR T R B W e Ay S ST R T R S 82-9 81-9
Mainitenance of Equipment Expense, 1927......... .. .o iiiiaiiicivianan.s $47,447,253
Maintenance of Equipment Expense, 1926.. . ... ... ... ... ooiiiieigineanen 47,321,603

Increase $ 125,650

Principal Increases— )

Steam Locomotives—Retirements. ..........ceneiiiinoiiiireannaecisn § 345,763
Steam Locomotives=—RapDaITE. .. et o a3t < e 780 o s o by b s oy s ass oln 340,751
Freight Train Cars—Retivementia. 0 2. o o S ia s JUeE 2l 222,585
T e G GRS T R YT At b S AR S M S 115,246
Principal Decreases—
Fraight Train Oans—Relaile. « L1 8,8 L0 e s ois s h o e hve i Wt ikl s its $ 759,556
Work EquipDiment-—REpBITE!. .« s cla i s sbaia s foinndi ot ba sbols Be Lia e 216,139
Passenger Train Cars—Retirements..............ooiiiiiiiiiini i, 118,555

The increase in steam locomotive repairs is made up partly of*increase due
to changes in rates of pay and the balance is due to more maintenance work
performed.

There was an increase of six locomotives retired as compared with the
. previous year.

There was a decrease of 388 in freight train cars retired and not replaced,
but as the book value was greater there was an increased expense.

Equipment depreciation account on the U.S. lines increased in the year due
to two new car ferries $54,000; additional locomotives and cars $57,000.

The reduction in freight train car repairs has been made notwithstanding
the effect of increased rates of pay. The decrease is due partly to the larger .
use of reclaimed material, partly to increased efficiency and partly to less work
done.

Increased rates of pay caused an increase on account of work, equipment
repairs. Charges to investment account for repairs effected, operated to produce
the decrease in total amount of the account.

Passenger train car retirements were decreased by seven units less than
previous year, retired and not replaced.

The effect of various main factors on the total expense is:

Ehaigen i Do o M tBRIala VL o e R e G Vo e e Dec. $ 759,000
Changes in quantity of materials and miscellaneous..................... Inc. 1,575,000
Changes in Employees Compensation—

I O TR OF DAY dvie ) 52 ot aionhs « ohin b B s o s Inc. $ 362,000

Due- 0, Honrs Workedh -/ . 1l ot 15 e AL 3w ias Dec. 1,033,000 3

Accountancy items due to readjustment. ........... Dee. 20,000 Dec. 691,000

1oYW S R R PTG A SOPGH Ine. $ 126,000

There is a decrease in quantity of labour and material amounting to,
$542.000 and after allowing for accidents the decrease is $565,000, whereas an
increase of $591,000 might have been expected in view of the relative traffic.

Sir Hexry TirorNTON: Are there any questions any one would like to ask
regarding Maintenance of Equipment Expenses? )

By Mr. Milne:
Q. There is an increase in depreciation, not on our own lines?—A. We do
not charge depreciation on Canadian lines. We retire, and charge the retire-
ment into expenses direet. '

By Sir Eugene Fiset: i
Q. May I ask if you have in your program for 1924-1925 a certain number
of cars especially for the Eastern Division; 300 of those cars were to be pre-
; [Sir Henry Thornton.]
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pared for service during those years, and you were to give us the proportion
that had been provided for a former year. Is it possible to get that statement?
—A. We will get that statement for you by to-morrow, if necessary.

By Mr. Milne:

Q. Have you taken into consideration at all the protection of stock shipped

in these slatted stock cars in cold weather?—A. That question has come up,
but I am not in a position to say much about it. There has been a good deal of
discussion with regard to the treatment of stock in transmission on railways
particularly. The practice we have followed is that generally followed by rail-
ways on the North-American Continent. There has been discussion and some
eriticism of late, especially in the publie press, and we are having an examina-
tion made of the whole position. I cannot answer your question off-hand,
except to say that it is being given immediate attention.

By Sir Eugene Fiset:

Q. While you are preparing this statement, is it possible to know what
distribution has been made of these cars in the provinces of New Brunswick,
and Nova Scotia and also in the Province of Quebec?—A. Yes, sir, we can get
that.

By Mr. L. Bell (St. Antoine): /

Q. Under Maintenance of Equipment are locomotives being purchased
in Canada?—A. All of our locomotives required for use in Canada, are pur-
chased in Canada. All locomotives which are used in Canada, or intended to
be used in Canada, are purchased in Canada.

Q. Does that apply to other equipment also?—A. It applies to everything

the company buys, that is, assuming that it can be found here. There may be -

some small items—I do not remember what they might be—there might be
something required that we cannot get in Canada. But you may take it that
everything which the company uses in Canada is bought in Canada.

By Mr. Milne:

Q. How do prices for locomotives purchased in Canada compare with the
United States?—A. They are higher.

Q. Approximately how much?—A. I should say that if we bought a loco-
motive in the United States for use in Canada, and paid the duty on it to bring
it into Canada, it would probably be somewhat more costly than if we bought
it in Canada; but if you leave the duty out of consideration, I should say that
locomotives can be bought more cheaply in the United States than in Canada.

By Mr. McLean (Melfort): ; g

Q. But for use on the American lines, leaving them in the country of origin,
what would be the approximate difference hetween locomotives of the same type
in the two countries, leaving aside the questfons of duty and importation alto-
g&ﬂ}ler?—A. We can get exact figures for that. T would not like to answer it
off-hand.

Q. I would like to know the difference in the cost of railroading in the two
. countries.—A. You want to know the cost of locomotives, generally speaking,
in Canada, as compared with the United States? We can get that.

“Mr. MiL~xe: Better get the same information in regard to box cars.

By Mr. McLean (Melfort):

Q. You might as well give it to us on box cars and regular train equipment.
—A. I will get it on motive power and rolling stock. j
[Sir Henry Thornton.] ‘ =
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By Mr. Jenkins: "

Q. May I ask a question about the Pullman Company. Have they any
jurisdiction over your lines?—A. We operate Pullman cars on through routes,
running into the United States, for instance, between Canadian points and
Chicago, and between Canadian points and New York and Boston.

Q. I presume the Pullman Company get a royalty on that business?—A.
No, they furnish the cars. I can give you the details of the contract, if you
would like to have them. ;

Q. They furnish the cars?—A. Yes, and maintain them and operate them,
but we haul them.

By Hon. Mr. Stevens:

Q. They get a royalty?—A. The public buy the tickets, and the company
gets the gross revenue. :

By Mr. Jenkins:

Q. It would be more profitable to operate them yourself?—A. T am not
sure about that. We operate our own sleeping cars between the principal points
in Canada. The C.P.R. also have done that. It has been the general practice
on both railways. I should want to retain that privilege. I mean if I were
asked to sell to the Pullman Company, or let them take over our services, I
should feel that we ought to refuse.

By Mr. Milne: )
Q. The Pullman Company is not a subsidiary Company?—A. It is an

independent company, operating sleeping and dining cars generally, on the
North American continet, but chiefly in United States.

By Mr. McLean (Melfort) :

Q. They operate on your lines only where they cross the border?—A.
Where they cross the border. That too, is a heritage which came to us. As a
matter of fact the Pullman Company developed in a perfectly legitimate way
and filled a legitimate want in the early days of railroading. The Pullman
Company in the first place, had the patents on sleeping cars, and in the second
place they had the capital to provide sleeping cars, which most of the railways
some decades ago in the United States did not have, and in the third place their
sleeping cars could travel freely over different railways. For instance, they
could run sleeping cars from Chicago to San Francisco, which might pass over
three or four different railways, while if one railway owned its own sleeping
cars, unless they came to some understanding on exchange of equipment there
would have to be an exchange of passengers at the boundaries of each railway.
So that an understanding was brought into existence with the Pullman Com-
pany and that has existed.

By Mr. Jenkins:

Q. They have given a satisfactory service?—
Hon. Mr. Du~xn~inG: Not any better than our own.

By Mr. McLean (Melfort):

Q. There is no competition?—A. There is no competition.
Q. To say the least of it, it is no better than your own?—A. I would say
that our own is the best.

Mr. CanTLEY: From the beginning of the Intercolonial there was an under-
standing with the Pullman Company which lasted for about twenty years.
ome years ago the Intercolonial took over the cars of the Pullman Company
and opérated their own.
i [Sir Henry Thornton.]
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By Mr. Bell (St. Antoine):

Q. One question with regard to Maintenance 'of Way. Ties and coal;
what is the policy of the company? Is it to buy by tender?—A. Practically
* . o
everything the company buys is bought on tender.

By Mr. Duff:

Q. Open competition?—A. Open competition. When you come to the
purchase’ of ties, you cannot always pursue entirely the policy of open tenders,
but we fix a certain price for ties, which we think is fair, and which is generally
as satisfactory as anything can be. Then we try to apportion the ties in
accordance with the ability of the producers to produce.

By Mr. Cantley:
Q. You beat the poor contractor down to the lowest?—A. Our business
is, not to waste money, Colonel Cantley.

By Mr. Bell (St. Antoine) :
Q. What about loss by accidents?—A. Well, after all, the Lord is a very
valuable ally. You may at any time have one accident which might cost a
million dollars. It is queer the way the thing goes.

By Mr. Cantley:

Q. Any decrease is largely due to the improvement of the roadbed?—A.
As a railway improves its roadbed and becomes more efficient, automatically its
accidents are likely to decrease.

Mr. Cantrey: I think you can very well take credit for it.

Hon. Mr. Duxnina: Not altogether. |

Sir Henry Tror~NTON: Wait a minute Colonel. You have been giving us
too much credit. - The increase in accidents was only 23. It is the difference
between 542 and 565. However, I am using every effort.

The CHaRMAN: Are there any further questions, about maintenance of
equipment? If not, we will pass on.

By Mr. McLean (Melfort) :

Q. We were talking about ties a moment ago; how ma.ny do you use
throughout the Dominion?

Sir Hexry TrHorNTON: How many do we use on the railway as a whole?

Q. Yes?—A. I will tell you in two minutes. 7,697,000 last year.

Q. Xou did not find any difficulty in tie purchasing last year because the price
was reduced?—A. No, we did not find any trouble. There may be a local trouble
here and there, but generally speaking, there is no trouble.

By My. Milne: \

Q. Do you find it economical to treat your ties with ereosote?—A. Yes, we
are advancing as rapidly as we can in the employment of treated ties for two
reasons; first, because it is economical, second because it tends to conserve the
timber supply of the Dominion. J

By Sir Eugene Fiset: \

Q. To what extent did you use hardwood ties last year?—A. I will have to
get that. Do you want to know how many hardwood ties we used?

Q. It does not matter—A. I think maybe we can get that for you.

Q. You did give us the information last year?—A. Last year we used
2,197,000 treated ties, and 5,500,000 untreated ties,

Q. Were those hardv»ood WY No, they would not be hardwood. I have the
~answer to your question.
[Sir Henry Thornton.]




RAILWAYS AND SHIPPING - 21

Mr. Hexry: Hardwood ties purchased last year amounted to 1,459,000.

Sir Eveene Fiser: Out of 7,000,0007

Mr. Hexry:- Out of 7,000,000.

Hon. Mr. Dux~inGg: None of the treated ties are hardwood?

Sir HENrRY THORNTON: Yes.

Sir Eveene Fiser: May I ask if you have used both birch and maple.

Mr. HExry: We have used both birch and maple.

Sir EveeNe Fiser: There is a demand for the information.

Mr. Henry: We used last year, soft wood ties—those are purchased ties—
you can take it as approximately 5,000,000 jack pine, 428,000 British Columbia
fir, 973,000 hemlock, 600,000 cedar, 400,000 tamarack, 16,000 spruce, 831 poplar,
7,182 pondasa pine, making a total of soft wood ties of 7,480,000.

Of hardwood ties we used: ‘chestnut 20,500, white oak 117,000, treated red
oak 112,500, treated hardwood 112,500, red oak 111,000, beech 219,400, birch

. 515,300, maple 251,000, making a total of 1,459,000, or a grand total of 8,939,000.

Mr. Power: What proportion did you buy from dealers, and what propor-
tion from settlers? ,

Sir Henry THorNTON: We can get that if you would like to have it.

Hon. Mr. Dun~ixG: There are those who produce the ties as settlers and
those who produce the ties as dealers.

Mr. Hexry: Settlers direct is what you have in mind.

By Mr. Jelliff: )
Q. What is the difference in the life of a tie, as between a hardwood and a
softwood tie? . i
Sir Henry TaoORNTON: The life of a tie depends partly on the ravages of
nature and partly upon the traffic. In a very general way, you can say that a
hardwood tie will last ten years under an average amount of traffic.

By Sir Eugene Fiset:
Q. And a treated tie?—A. A treated tie is good for something like eighteen
years, maybe more. Sometimes you get such heavy traffic conditions that the
tie wears out mechanically before it rots out.

By Mr. Jelliff :

Q. What is the difference in the price?—A. The average cost, Mr. Jelliff,
of treated ties last year was $1.46, and the average cost of an untreated tie was
72 cents.

By Mr. Milne:

Q. Do the ties last longer when treated?—A. Yes.

Q. How much longer?—A. I should say it would add a couple of years,
because there is less moisture around the base of the tie, and less inducement
to rot.

By Sir Eugene Fiset:

Q. When preparing the statement for Colonel Power is it possible to obtain
the approximate number bought from settlers through your local station agents?
—A. I do not know whether we can get that or not. We can try, and see what
we can do.

By Mr. McLean (Melfjort):
Q. Is that method followed?—A. Which method?
[Sir Henry Thornton.]
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Q. Of buying fhrough your local agents?—A. I do not think it is. Some
one spoke of that, but I thought he was wrong although I did not happen to
know positively. I doubt whether we are buying any ties through local station
agents.

Q. Last vear you gave every possible encoura.gement to the settlers to desl
directly with you?—A. We tried to.

Q. Can you tell us what machinery you utilized to bring that about?—A.
We will have to get that for you by to-morrow.

By Mr. Duff:

Q. Is there a man named Grant who comes from Nova Scotia to buy ties?

—A. Mr. MacLaren is our agent. '

The Committee adjourned at 1 pm te meet at the call of the Chair.
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REPORTS OF THE COMMITTEE

TumD REPORT
2 . Turspay, April 17, 1928.

F

The Select Standing Committee on Railways and Shipping, owned, operated
and controlled by the Government beg leave to present the followmg as their

Third Report:—

Your Committee, to which was referred Bill No. 204, An Act respecting The
Toronto Terminals Railway Company, have taken the said Bill under considera-
tion and have agreed to report the same without amendment.

All of which is respectfully submitted.

W. T. GOODISON,
3 Chairman.




MINUTES OF PROCEEDINGS

Room 429, HousE or COMMONS,
Tuespay, April 17, 1928.

The Select Standing Committee on Railways and Shipping, owned, operated
and controlled by the Government, met at 11 o’clock, a.m., the Chairman, Mr.
Goodison, presiding.

The following members of the Committee were present:—
Messieurs: Cantley, Chaplin (Hon. J. D.), Duff, Dunning (Hon. C. A.),
Fiset (Sir E.), Goodison, Jelliff, Jenkins, McLean (Melfort), Milne and Stevens

\ (Hon. H. H.)—11.

Sir.Henry Thornton, President, and a number of the official staff of the
Canadian National Railways were in attendance; also several representatives
of the Department of Railways and Canals.

The Chairman announced that the first matter to be taken up would be

Bill No. 204, An Act respecting The Toronto Terminals Railway Company,
- which had been referred to the Committee for consideration.

The said Bill was considered, adopted without amendment and ordered to
be reported.

A statement comprising questions that had been asked at the previous
‘meeting, held on March 22, with detailed answers to the various questions was
then submitted by the Chairman, discussed again by the Committee and ordered

- to be incorporated in the evidence.

The Analysié of Accounts of the Canadian National Railways, which was
under consideration at the previous meeting of the Committee, was again taken

- Up at page 5, where interrupted at the adjournment of the Committee.

Sir Henry Thornton as witness, the Committee considered the following

subjects and items, in successive order:—

Maintenance of Equipment, Traffic, Transportation, Miscellaneous, General,
Transportation for Investment Cr.

Eastern Lines, increases and decreases for years 1926-27, on which there

- Was general discussion.

The Annual Report of the Canadian National Railways System was then

' g{laced before the Committee, and under the heading of Railway Operating

evenues and Expenses, the following items were discussed in detail, viz: Items

- 101 to 152, pages 16 and 30. Reference was again made to Eastern Lines state-

ment, page 3, under the heading of Railway Operating Revenues and Expenses,

i;em's 101 to 143 were discussed, in order to conclude the items under this head-
g.

~ It being about one o’clock the question of the next meeting arose. After
dlscussion, Mr. Dunning moved, that the Committee meet again to-morrow,
ednesday, at 11 o’clock, a.m., and then decide as to further meetings.

Carried.

The Committee adjourned.

61503—13
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MINUTES OF EVIDENCE

CommiTTEE Room 429,
House or CoMMONS,
Tuespay, April 17, 1928.

The Select Standing Committee on Railways and Shipping met at 11 o’clock,
a.m., the Chairman, Mr, W. T. Goodison, presiding.

_The CuamrmAN: Gentlemen, the first thing we will take up this morning is
Bill 204, “ An Act respecting the Toronto Terminal Railway Company.” Copies
of this Bill will be distributed to you shortly, but 1 will read this to you now.:

His Majesty, by and with the advice and consent of the Senate and
House of Commons of Canada, enacts as follows:—

1. Subsection three of section 15A of chapter one hundred and seventy
of the statutes\of 1906, as enacted by section one of chapter twenty-eight

of the statutes ®f 1925, is hereby repealed and the following. substituted
therefor:—

(3) The Canadian National Railway Company may issue, in addition
to the security issue authorized by subsection two of this section, bonds,
debentures or other securities to an amount not exceeding ten million
five hundred thousand dollars to be used,—

(a) In the purchase at par of securities issued by the Company not
exceeding, together with the securities purchased under the pro-
visions of subsection two of this section, one-half of the total
securities to be issued by the Company for the purpose of its
undertaking; :

(b) In defraying the cost of portions of the said Viaduct and Works,

which will not be included in the works to be owned by the

Company and will have to be constructed for or by the Canadian

National Railway Company itself, and in defraying the cost of

i other railway facilities necessitated by or incidental to the con-
struction of the said viaduct and works.

Hon. Mr. Dux~inG: Mr. Chairman, it will be remembered that in the House
of Commons I moved that this Bill be referred to this committee in order that
the officers of the company might be available to give such information as the
Committee might desire with respect to the Toronto terminal project, and with
Tespect to the increase in authority contemplated by the Bill. That was acceded
%0 on the ground that inasmuch as the evidence of this Committee is recorded,
Information which is here obtained from the officers will be available to the
Wembership of the House of Commons generally. Really, the whole Toronto

minal matter is before this Committee for examination of the officers in any
Way they may see fit, and probably, to start the ball rolling, the first question
might properly be! “ Why the increase from $7,500,000 to $10,500,000?”

_ Sir Hexry THOrRNTON: The amount of money asked for is for certain works
Which are ancillary to the construction of the Toronto terminal, and which have

_8rown out, of the Toronto viaduct proposition. For example, it was necessary

construct for the exclusive use of the Canadian National Railways an engine
Ouse, and a number of other things of that character have been necessary and
Aave heen occasioned by the Toronto viaduct and the new Toronto terminal.

Mr. Jeriirr: What was the cost of the new engine house?

. Mr. Brown: The engine house and coach facilities, about $2,000,000.
[Sir Henry Thornton.]

{
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Sir HENry THORNTON: In addition to the engine house there was an addi-
tional express house and express facilities; there were offices for the Canadian
National Railways, which represented $300,000. The first item, “ express facili-
ties,” amounted to $346,000. There was also a power house, which was not
originally included, which represented $665,000. That totals $1,306,000. In
the adjustment of our relations with the city, the city was unable to bear as
large a proportion of some of the expenses as we expected, and that had to be
cared for. There was alse a difference of about $1,000,000 in regard to land.
We expected to get about $3,000,000 for certain lands we were going to sell, but
we only got $2,000,000. Briefly, this represents necessitous work which had to
be done as growing out of the construction of the Toronto terminal.

Mr. Jenurr: Work not contemplated in your original arrangement?

%ir Hexry TaorRNTON: Partly not contemplated, and partly under-esti-
mated.

Hon. Mr. Stevens: Does this $10,500,000 represent the total investment of
the National Railways in the Toronto viaduct? :
, Sir Hexry TaorNToN: No, the total cost of the Toronto viaduct—

© Mr. Brown: It will be about $17,500,000.

Hon. Mr. Stevens: The National Railways’ participation will be about
$17,500,000?

5 Sir Henry THORNTON : Eventually, yes.

Hon. Mr. StevENs: Including the station?

Sir Henry THORNTON: Yes.

Hon, Mr. Stevens: All the terminals?

Sir Hexry THOrRNTON: Yes,

Hon. Mr. Stevens: And the viaduct?

Sir Hexry THORNTON: Yes.

Mr. MiLNe: Has the C.P.R. a like amount invested as compared with
the C.N.R.? : j

Sir Hexry TuaorntoN: I should think approximately, yes.

The Cramrmax: The proportion between the two you would say is about
half and half?

Sir Henry THORNTON: Yes.

l Hon. Mr. Stevens: Is the seventeen millions in addition to the ten and
a half?

Sir Hexry THorNTON: No, the seventeen million is the total. ;

The CramrmaN: The ten and a half million dollars is included in the
seventeen?

Sir Henry THorNTON: Yes. :

Mr. MeLeax (Melfort): Did the city agree to pay a larger proportion
than they are now paying? : .

Sir Hengy TaorNTON: I do not think they did.

Mr. McLean: You just expeeted they would pay more.

Sir Hexry TrorxTON: Yes. Of course, when a project of this sort first
starts, you have to make certain assumptions. Some of these assumptions |
involve the cost of the additional land that will be required; some of them |
involve the credit that you may get for land that ecan be diverted to other
purposes, and not needed for the viaduct; and another supposition that you

have to make is what the division of the cost will be between the railways on
ISir Hewry Thornton.]

-
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the one hand and the city on the other. Those have to be estimated originally
to the best of your ability. They are difficult to estimate, and sometimes they
do not turn out as you expect them to.

Mr. McLean (Melfort): You had no agreement with the city that they
would carry a certain aggregate amount or a certain percentage of the cost?
Sir Henry TuorNTON: We had a general agreement with the city.

Hon. Mr. DuxniNg:  You got the authority here to negotiate the agree-
ment.

Sir Hexry THornTON: Yes, that is right.

Hon. Mr. DuxninGg: And the agreement was negotiated upon certain
assumptions?

Sir Henry THORNTON: Yes.

Mr. McLean: If the agreement was negotiated as Sir Henry states, on
the assumption that they would pay so much, was there an aggregate or a

percentage of the amount agreed upon? That is what I should like to under-
stand. Was there such an agreement?

Sir HENrY THORNTON: There was an agreement with the city as to about
how much they were to contribute, and then as we proceeded with the work,
a whole lot of unforeseen things developed in connection with it, and with our -
negotiations with the city.

Mr. McLeax: Are they paying what they agi‘eed to pay? 3

Sir HEnry THORNTON:  Yes, the arrangement with the city is perfectly
amicable, and there is no contention. :

Sir Eveene F1ser: Does the same agreement exist between the C.P.R.,
and the city also?

Sir Hexry THorNTON: I suppose they have an agreement with respect "
to matters which relate to themselves, and of course, they participate with us
In our joint understanding with the city.

Sir Eveene Fiser: That is a tri-partite agreement?

Sir Henry THoOrNTON: Yes. :

Hon. Mr. Stevexs: Where is the other seven millions provided for, Sir
Henry? e

Sir Henry THorNTON: The additional? That, we will bring up next
year.

Hon. Mr. Stevens: It is not yet asked for?

Sir Henry THORNTON: No, we are merely asking for what is necessary
to carry us through this year. And, we will be able to see a little more clearly
next year what we want to do, but this merely carries the work until the next
session of parliament.

Mr. CantrLey: This is not final then?
Sir Henry THOrRNTON: No.

Hon. Mr. Stevens: The total cost is now estimated a} seventeen millions,
and I was asking where the balance was to come from? :

Sir Hexry TaorNTON: That will have to come next year.-
Hon. Mr. Stevexs: You are trusting to the good nature of Parliament?

Sir Henry THorNTON: We feel that we can always rely upon the fra—.v 7

ternal influence of a Parliament with respect to the Canadian National.

Hon. Mr. Stevenrs: It is a good thing to lean on all right.
[Sir Henry Thornton.]
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Sir HENRY THORNTON I may say this, Mr. Stevens: If we come to Par-
liament and have a clear case, and ecan prove our case, we feel that we will
get fair treatment. If we eannot prove our case, we do not deserve it.

Hon. Mr. Stevens: I asked the question because I thought it had already -
been voted or was coming from some other source, but the real answer I take
it is, that you will come back next year, or at some future time, for the balance
of the vote, whatever it may be.

Sir Henry THORNTON: Precisely.

Hon. Mr. Dunn~ing: But, the seventeen million dollars includes not only
the costs of the Toronto Terminal Company, but all the costs of the C.N.R,,
of works necessary to fit in outside the area covered by the terminal, to fit in
with the terminal scheme,

Sir Hexry THorNTON: That is so.

Hon. Mr. Dun~NiNg: And that might be provided for by this legislation,
or the regular budget? ~ /

Sir HeENry THORNTON: Yes. N

Hon. Mr. Dux~ing: In so fam as it is covered by the area outside the
terminal scheme.

Mr. CanTreEY: I presume you are including the replacement of buildings
or sheds you had somewhere else?

Sir Henry THorNTON: Well, we had an engine shed; it would be per-
haps stretching a point to call it an engine shed, it had got into pretty bad
shape, and it had to be rebuilt.

Mr. Cantiey: The shed would belong to the former Grand Trunk?

Sir Henry THOrNTON: Yes.

Hon. Mr. DuxniNGg: That seventeen and a half million also includes the
original shed and station cost which was invested before this agreement?

Sir Henry TuaorNTON: Yes, that represents our total costs, partly frbm
the joint terminal arrangement, and partly for certain constructions which were
foreced by the new terminal.

Hon. Mr. Dun~ing: I thought Mr. Stevens was under the impression
that you contemplated coming back for seven and a half millions more?

Sir Henry THORNTON: No, I did not get that.

Mr. McLeax (Melfort): I suppose most of this money asked for now
has been already expended under the previous legislation. : :

Sir Henry THorNTON: I would ask Mr. Brown whether we have spent it
all or not?

_ Mr. Brown:* No, there is still a balance unexpended.

Mr. McLean: Of the seven and a half million? i

Sir HeNry THORNTON: Yes.

Mr. McLean: But the great bulk is spent, of course?

Sir Hexry THorNTON: As a matter of fact, to make a short-cut to it,
something is due to the Toronto terminal itself; it is partly expenditures which
necessarily were forced py the construction of the terminals. For instance,
we had to have a new engine house. Well, we have to have a new kengine
house, we could not get away from that; there must be some place to put the
engines. ‘

Mr. Durr: I move that Clause 1 carry.

: Mr. Jerurr: I would like to ask Sir Henry if he can tell us approx-
imately when the work will be completed?
[Sir Henry Thornton.]

-
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Sir Henry THorNTON: Mr. Brown can perhaps answer that better than-
anyone else.

Mr. BrownN: In about two years more.
The Cuamrman: Is Clause 1 carried?

Carried.

The CuamrMAaN: Shall we report the Bill?
* Some Hon. MEMBERS: Yes.

Sir HEnry THORNTON: Mr. Chairman, there were certain questions which
were asked at the last meeting of the Commltbee and we have these answers

here. Will you give those answers, Mr. Henry, please‘? You have prepared
them.

Mr. HENRY Colonel Cantley asked:

What portion of the line from Moncton to Halifax is double
tracked?

The answer is:

- Miles

Halifax to Windsor-Junetion. b o ise i i s u oias 1503
Truro to Belmont .. .. Fod IR TR R e iy
Springhill Junction to Macecan. . .. RS R

Painseec Junetion to Moncton order board e e O

, Total mileage double track.. ..« .. .. .. .. .. 39.55

Sir Eugene Fiset asked:

What is the program for equipping cars for potaté service and
providing them with heaters? How many of these cars have been condi-
tioned and equipped with heaters? What is the distribution of these cars
in Nova Scotia, New Brunswick and Quebec?

Answer:

Eastman Heaters—188 cars.. A charge, in addition to the freight
rate, is made for the use of these cars and 13 cents per mile for heating.
These cars have heaters permanently installed.

‘ Lined Potato Cars—196 cars. A charge, in addition to the freight
rate, is made for the use of these cars, and they are heated entirely by
shippers.

Refrigerators.—50 cars, specially lined on orders of the Board of
Railway Commissioners, for use from points in the Maritime Provinces
to Atlantic Ports. A charge, in addition to the freight rate, is made for
the use of these cars, plus a special charge for their use, as authorized by
the Board. If heatmg is requested, a charge of 1% cents per mile is made
in addition. Heating is accomplished by the use of portable heaters.

Refrigerators.—2,880 cars, for which a charge, in addition to the
freight rate, is made, also a charge of 1} cents per mile for heating if
same is requested by shippers. This is also accomplished by portable
heaters.

With the exception of the 50 specially lined refrigerator cars, all cars
are distributed over the whole potato loading territory.

Sir Eveene Fiser: May I have a copy of that?
Sir Henry THORNTON: It will-be published in the minutes.
Sir Eveene Fiser: I would like a special copy.

Sir HE\*RY TrorNTON: See that General Fiset gets a copy for hls own use.
. [Sir Henry Thornton.]
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‘Mr. Hexry: Colonel Cantley asked:
What is the mileage of wooden trestles on the Western Region, and
what replacements or betterments were made last year?
We have given a statement here of the whole system. This is rather a long
statement. Do you want it by regions, or simply the system situations?

Mr. CantLEY: If you have it there, I will get it later; if you will put it in
the minutes.

Sir HeNnry TaORNTON: Then we will hand it in to be published in the
minutes. -

7

{Sir Henry Thornton.]




A.nswer.:
Timber Bridges filled, replaced with steel or concrete; Bridges renewed in kind and built new during 1927:—
(Please note the answer is for all Regions)

Eliminated ' New Timber Bridges Built
Replaced Timber Bridges in Existence
Region By By Steel or in Timber By Oper. By Construetion December 31, 1927
Filling Concrete Bridges Dept. Dept. (A)
No. | Lin. Ft. No. Lin. Ft. No. Lin. Ft. - No. Lin. Ft. No. Lin. Ft. No. Lin. Ft. Miles
Wedtarn 5. L5 o £ P et 60 | 13,652 274 75 8,208 12 910 8 1,015 | 2,390 | 317,904 60:-2
(87 1 n s IRl B SOOI DR PO ISt 16 1,186 6 1,726 10 972 4 { 580 32 10,214 496 57,533 10-9
Grand Trunk Western............... 11 U e R St ARl 9 856 o | Bl N e S E L o 188 19,205 3:6
At oy S ie 1 e B 6 A4 s i 164 10 926 3 CRITROB R fol o e s 115 20,479 3-9
' TOIRL i s e e 93 17,346 8| 2,164 104 10,962 20 1,776 40 11,229 | 3,189 | 415,121 78-6

[uojuioyy, AIwey JII§]

Note A.—The bridges in this column are those located on lines built'by Construetion Dept. and taken over by Operation Dept. during 1927.
Nore B.—Three bridges built 1921-1924 but included in statement for 1927 for first time.

o
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Mr. Hexry: Mr. McLean (Melfort) asked:

What is the cost of locomotives and cars, passenger and freight, of
the same type, in the United States, compared with the cost in Canada,
leaving aside the question of duty?

Here is a statement which perhaps might go in to the minutes.
Sir HENry THORNTON: Does Mr. McLean want that read?
Mr. McLean: As long as it goes into the record, it will be all right.

Answer:

CoMmPparisoN of cost of locomotives and ecars, passenger and freight, of the same
_Type purchased in the United States, as compared with similar equipment
purchased in Canada, exclusive of Canadian import duty and sales tax.

Locomotives:

1924: 21 Type 4-8-2 Passenger,‘Canada, $75,000 each, C.L. Co.

1925: 5 Type 4-8-2 Passenger, U.S.A., $56,850 each, B.L. Co.

1927: 40 Type 4-8-4 Passenger, Canada, $94,250 each, C.L. Co. & M.L.
C

0. .
1927: 12 Type 4-8-4 Passenger, U.S.A., $83,500 each, A.L. Co.

" Increase in cost, 1924 to 1927, due to increased capacity of locomotive and
improvements in design,

4

Freight Cars: -
1927: 750 40-Ton steel frame box auto cars, Canada, $2,800 ‘each,

\ NS.C. & E.C.C.
1927: 1,000 40-Ton steel frame box auto cars, US.A., $2,180 each, P.S.
Co.

Passenger Cars:

1919: 80 Steel colonist cars, Canada, $32,500 each, C.C. & F. Co.
11919: ~ 50 Steel colonist cars; U.S.A., $24,000 each, P.S. Co.
1928: 50 Steel colonist cars, Canada, $35,000 each, C.C. & F. and N.S.C.
1928: 50 Steel colonist cars, U.S.A., $26,000 each, P.S. Co.

Work Cars: !

1927: 100 Convertible ballast cars, U.S.A., $2,600 each, P.S. Co.
1928: 300 Convertible ballast cars, Canada, $3,150 each, C.C. & F.
and N.S.C. ‘

Increase in prices 1919 to 1928 principally due to increased price of lumber
and improvements in brake equipment and interior equipment, and fittings.

- Mr. Hexry: Major Power asked what proportion of the ties were bought
from dealers and what proportion from settlers, during 1927.
Hon. Mr. Stevexs: What are the totals of that, just roughly?

o 8Mr. Hexry: The totals were: Manufactured ties 8,835,457; from settlers:
: ,811.

" Hon. Mr. Stevens: The statement goes in, I understand?
Sir Hexry ToorNTON: If it will be all right, that may go in.

|

[Sir Henry Thornton.]

%
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Answer:
Manufacturers Settlers
Atlantic Region— ties ties Total
Prince Edward Island e AABE e s 4,488
Nova Scotia.. .. . AP e, 433,350 3,658 437.008
New Brunswwk o R 604,133 5,874 610,007
T c e, SRR - A e et B 10,668 176 10,844
ool St S 1,052,639 9,708 1,062,347
Central Region—
8 T T P R T e L S e SV 506,185 3,067 509,252
Ontario.. .. it A i e 1,776,911 7,228 1,784,139
West Vlrglma e e B T 209981 R 20,226
Fotals v Tns o et 2,303,322 10,295 2,313,617
Western }Begion— :
OBEBI0. -t o T IR et N e 999,753 117 999,870 R
MERIIODS s te o i s s e A 38,095 717 38,812
MIINREROIRS S e Dt oo e s 1254507 i s 125,450
Saskitehewan. . i v ranrin e v 349,217 768 349,985
Alberta.. .. SR Sy e N e 1,255,878 12,188 1,268,066
Bl‘ltlﬂh Columbla o R Y T e 1,966,103 71,018 2,037,121
Fobal s W B oS v A 4,734,496 84,808 4,819,304
S T T R el e S 45000 < i 745,000
Crand ol Tier e e 8,835,457 104,811 8,940,268

i N

Mr. Henry: Sir Eugene Fiset asked:
. How many ties were purchased from settlers in 1927 which were
bought through local station agents?

The answer is:

No ties are bought through local station agents. It would not be
practicable to do this because the station agent has no means .of
inspecting ties, and any ties which would be offered would usually be
located a long way from where a station agent could supervise this work.
We have a staff of tie inspectors who inspect all the ties we buy.

We accept, all the ties offered to us direct by settlers. Copy of our
advertisement which appears continuously for two weeks in all important
newspapers throughout the country at locations where persons would. have
any interest in our tie business is given.,

.

Mr. McLran: Would a question be in order at this point?

Sir Henry THORNTON: May I just ask General Fiset if it is sufficient to
put a copy of that in.

Sir EveenNE Fiser: That will be quite sufficient. It does not answer my
question, but that does not matter. |

Sir Hexry TaorNTON: We will try to answer it; if we have not answered
it we are sorry.

Sir Eveene Fiser: That is all right.

Mr. McLean: Will a question on ties be in order at this point?

Sir-Henxry THorNTON: <That is for the Chairman to say. We #re in the
hands of the Committee. We will try to answer everything put to us.

Mr. McLeax: The answer reads says that you accept ties from settlers

whenever offered or as many as are offered. Just what machinery have you

for accepting these ties?
Sir Hexry THOrRNTON: Mr. Vaughan will perhaps explain that to the
Committee.

[Sir Henry Thornton.]



~

32 SELECT STANDING COMMITTEE

Mr. VaucHAN: We have inspectors all through the country, Mr., McLean,
and if a settler advises us, or one of our chief inspectors, or regional tie agents,
that he has ties to offer us, we immediately send out a man to inspeet them,
and we aecept them there.

Mr. McLean (Melfort): How do you fix a price on them?

Mr. VaveHAN: We fix a definite price in every region for settlers’ ties.

?Mr. McLeax: What is the difference between settlers’ and contractors’
ties

Mr. VaveHAN: It amounts to about six cents a tie; six to six and a half.
I do not just remember off-hand.

Mr. McLean: But a settler ean write direct to one of your special agents?

Mr. VaveHAN: Yes, we never refuse to take a tie direct from a settler.

Mr. McLeaN: And your inspector goes and inspects the ties?

Mr. VaveuaN: Yes. While we show number taken directly from settlers,

we probably get a million ties additional, of settlers’ ties, through contractors.
The settlers do not sell to us direct, because the contractors finance them.

Sir Eveene Fiser: Do you mean to say you answer every inquiry that
you receive even if sent through members of Parliament?

Mr. Vaveaan: We do not get any inquiries through members of Par-
liament.

Sir EveexE Fiser: Do not be too sure of that.

Sir Henry THorRNTON: I might put it this way: that if any member of
Parliament has any questions to ask with respect to ties or anything else, he
usually writes to me. I endeavour to get an answer to that question from the
officer who is in charge of it, and reply to him. I do not know of any instance
in which we have neglected to make a reply, and incidentally, I may say, that
the answers to questions are numerous.

Sir Evcene Fispr: I think I have written on ‘a few occasions, but I did

not write to vou, of course; I wrote, I think, to the Vice-President, and my

letter was referred to the Purchasing Branch as far as ties were concerned, but

- I never got any answer.

Sir Hexry TaorsTON: Whom did you write to?

Sir Eveenk Fiser: Mr. Hungerford.

Sir Henry THorNTON: He is a busy man; you ought to have written to
me; I have not anything to do but answer letters. I would say this; that as a
geheral principle any member of the House of Commons who has any question
he wants to ask, if he will write to me, I will do my best to get him the answer.

The CuAlRMAN: Gentlemen, if you have no further questions, when we
left the analysis at our last meeting we were at page 5. Shall we go on?

Sir Hexry THorNTON: There is one more question, Mr. Chairman.

Mr. Hexry: Colonel Cantley and Sir Eugene Fiset asked for a classifi-
cation of the expenditures made on the Atlantic region last yeaf. The question
was: ;

Sir Fexry THORNTON May 1 file the statement, to be published in the
record? , :
“Mr. Hengry: (Reads): :
What is the classification of the expenditures made on the Eastern =
Lines out of the budget for betterments for the year ending December

3lst, 19277 °
[Sir Henry Thornton.]
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Answer: ‘ ' :
Please see attached statement of capital expenditures, according to

engineering classifications, made on the Atlantic Region, for the year
1927, including:— - g

Canadian Government Railways 2 5
Halifax and Southwestern Railways
Canadian National Railways
Inverness Railway

Vale Railway.

(Statement follows) :

CANADIAN NATIONAL RAILWAYS '
Eastern Lines (Atlantic Region)
SuMMARY oF CarrraL EXPENDITURES

Year 1927 Uxper ENGINEERING CLASSIFICATION

. RECAPITULATION
.
Expend.
Expend. Amount Retire- less retive-
: Account applicable charged ments of ments
Corporation No. ‘ to invest. to Opteg. Prop. Cr. | applicable to
: in road and Expenses to Capital |investmentin =
equipment -~ Account road and .
equipment =
e SEE
$ cts. $ ets. < '§ ots. $ ots- -

Canadian Government Rail- . .
....................... 701 | 3,800,154 79 | 1,035,022 35 | 1,688,783 05 | 2,216,371 74

T e e S AR S 701 124,803 97 28,462 49 251,631 07 | . 126,827 10
- Canadian National Railways. 701 0.834-45 |6 e 2t 1,750 68 8,133 87
Total Account Nos. 701
; BRA0B . i s At Ry R s R e 3,934,843 21 | 1,063,484 84 | 1,887,164 0 | 2,097,678 51
Inverness Railway .. ....cv v 702 51,675 77 11,694 73 | 11,805 28 39,870 49
R¥ale Railway, . ..cic i o is 702 R SRR S TS ek T SR SR 651 38" s
Total Account No. 702....|.............. 52,327 15 11,694 73 11,805 28 40,521 87 =
otal Nop: 701, 708 i) at ot 3,987,170 36 | 1,075,179 57 | 1,848,969 98 2;138,200 38
e i
v : : :

[Sir Henry Thornton.]
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CANADIAN NATIONAL RAILWAYS
EasrerN Lines
(Atlantic Region)
CANADIAN GOVERNMENT RAILWAYS
SumMary or Carrral ExXPENDITURES
Account No. 701 Year 1927 under Engineering Classification
Expenditure
Expenditure Retirement, less
5 3 applicable | Amount of retirements
Unit or Unit to chnrged Property | applicable
Group Class of Work Number or Investment| Credit to
to be used| Number | in Operatmg to Investment
' and Expenses Capital in
Equipment Account and
! Equipment
1 - $ ots. $ | cts. $ cts. $ cts.
1A |New lines constructed.................. No. & Mi /
B |New lines acquired........... ¥
C |Line diversions ey o Rl S e R L8 B i vin s Dvids s TSR
D | Double trackin & 3
2 A |New rails an: tenings...... Miles 1163 938,704 49| 511,533 13| 824,448 64| 114,350 85 *
B |Relaying ra.\la (S.H. Rail).. -~ 126 412,855 87| 176,082 63| 804,816 22| 108,039 65
[0} ie plates; ... o. o it No. 609,464 193,700 75| 10,856 94 2,475 00| 191,225 75
3D 'fR‘:al anohiors . s R :: 35, S O . i i s s 9,498 00
: A M Y o
4 A |Rock ballast............... Cu. yds
g gravel ballast .............. : 48,510{ 66,261 (1]8 };.3(9)3 547 ............ 636.(2)&1) 17
.............. : : y Bl st ,000 00
5A lngemng outs and fills. s
02 %cxahng P P ofisl a0l 70t 17 Yors 17
D s DORT s ey N u. yi v i ¥
B [Retaining walls and crib work Lin. ft.
.7 A~ |Ditching... Cu. yds -
- e S et 8 © 150005 8
Wers R 0. ; '
8A |Highway and farm cross 3 11,687 65 11,807 65
B |Roadways and paving N.&S.Y.| 11-14,344f 15,161 98 4,585 02
0% g.lghttof way fence. .. Ill\ihlefz 2%;2 lg,ﬁg gg l;,g‘g g
now fence......... n. ¥ ,
10 A |Large freight terminals No 1| 58,650 17 58,650 17
llg B:txi;ge pmsgn%:a = u:lais g - 3] 661,186 89 102,135 61f 71,293 51| 589,893 38
er yard tracks and public business ;
RN, 5 s 5 i s up e wniie r S A SOk N.&M 47-6| 144,543 41 8,422 39| 11,358 78| 133,184 69
B |Passing tracks............ =3 12—1’2 36,214 52 6,077 42 6,345 63 29 868 89
C |Private sidings........... = 79--1 21,603 18 3,078 26| 20,105 75] 1,497 43
gA Iﬁg:fi:glmg?f;g:: e rep - No. 72| 63,641 76| 20,795 37| 24,842 67| 38, 1799 09
% Cuvint}lx_tcs-oncrete or staetlhbndges ........ 4 had 9 27,067 74| 18,515 64| 12,699 00| 14,368 74
7 verts, new or e replacemen
5 Nthereotb.e...l.’. St et T, Ly 110, 30,580 59| 11,851 81 8,129 80 22,459 79
ew timber bri ges and trestles or re-
lacement of existing timber bridges
N Rg;l;x:st]es mtl)(emdB. dg ..... g No. & L.| 5-617ft.| 14,738 01| 10,028 97 8,913 00 5,825 01
ng timber bridges and trestles| 4 \ 2
= R;;llth wlvertbzncli) dgdttlth No. &L.|7-1,016 ft.| 44,284 86| 17,815 47| 17,161 00| 27,123 86
acing timber bridge and trestleswi
S Tpemlxsa.nent conerete or steel bridges. . 1\;‘ 1-147ft.| 11,546 67 2,522 28 2,440 00| 9,106 67
YR T s 7 Bk a st PR B 0.
15A Protectxon or elimination of grade cross- 3
\ ings HY diversions......co..cozeevvans o~ 1 o 1 SO R SRR 750 00
B Protectmn or elimination of grade cross-|
c R by sugways or over}‘l;eados;%ge:d 5 2 604 68 236 26 500 00 1,104 58
eplacemen presen
BEIEOB, © st s S gl o 54 &
D |Highway crossing protection by gates, '_
flashing lights, wigwags, ete.......... :: 13 7,654 67 6,374 08 6,250 00 1,404 67 \
16 A |Other station and shelters o 29 104,013 34| 22,996 68| 19,910 95| 84,102 39
B |Freight sheds............. 2 6] 9,916 26| 1,185 59 8,082 40 1,833 86
C [Stockpems..........iiciociieiniiiin.n. b 6 2,162 45 281 80 250 00f 1,912 46
D |[Section dwellings and bunkhouses....... i 11 7,325 38 447 79 1,780 00 5,545 38 )
B eI PIHEEOTTE. . . W £aniviE o s oo wo oaig s msiois 24| 12,397 37 1,624 12 900 9 11,406 417
F  |Buildings (miscellaneous). 35| 29,787 76 %5 984 31 22,370 00 7,417 76
G |Express facilities on railway . 3 1,177 81 3 04 15 00 1,162 81
B Erackc BCAleS. awssiv s sronnevies s fomses 3 9,363 42 i 450 18] 130 00 9,233 42
2,980,194 26! 974,863 38'1,387,920 21'1,592,274)
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CANADIAN NATIONAL RAILWAYS
3 X EasterN LiNes
(Atlantic Region)
CANADIAN GOVERNMENT RAILWAYS

SuMMARY OF Carital ExpPENDITURES

Account No. 701 Year 1927 under Engineering Classification
’ /
7 ! - ke Expt;,nditure
xpenditure : ess
applicable | Amount Retu(;?ment retirements
Unit or Unit to charged Propett applicable
Group Class of Work Number | or | Investment to | g to
to be used| Number | in R?iad OE;;e;ating Caﬁiu?] Ix_zveﬁ:.)r:gnt
an nses in
Equipment Account and
= Equipment
$ cts. $ cts. $ cts. §  ots
17 WALEr SUPIHOR. L ... <0 snsh oo soeiibnss No. 41| 43,544 61 7,555 66 7,797 79| 35,746 82
18 Fuel stations. . T 1 A e e SRR BN e I e N -7
19 A |Turntables.. hon 3 = 4! 84,203 11| 13,770 29 8,600 00 75,693 11
RN T T ) RS g R RO R e i ’ 2 2,583 00 110 00 70 00 2,513 00
Other engmehouses. machine shops, ete. e 14| 57,826 33| 20,651 09| 20,535 57| 37,290 76
20 Other locomotive and ear shop bdg. . ¥ 5| 12,672 30 4,448 04 4,160 00 8,512 30
21 A [Docks and wharves and dredging for
T AR P SN R A I SR o« 1 1,318 12 103 45 103 81 1,214 81
22 Grain elevators., . ..o 5 i i Leied s Mgy 5 T B0 1 3 0 T 250 00
23 Automatic block ‘ugnals and interlocking 3
T R P A I R R N. & Mi. 4 6,855 04 822 10 789 51 6,065 53
24 A 1 Purchase of l0COIOTIVES. .« .« rvorvor s No. z .
Betterments to locomotives............ A 322 204,832 DAL, 0 hu e e et 204,832 54
B l Purchase of freight cars................. FelE
2 |Betterments to freight cars.. o’ LA » SBIOTRELIE e, L s s 48,014 41
3 |Conversions............... (£ cc} e ET IS SeeT e 62,205 47| , 62,295 47
C 1 |Purchase of passenger cars. -
2 |Betterments to passenger c 7 L BE001 BN o R TS 36,991 81
. __ 8 |Conversions........... g e B g ¥ L R O SRS s 78,784 48| 72,734 42
D1 |Purchase of motor equipment cars.. . ¥
2 |Betterments to motor equipment cars. . ¥
3 |Conversions, motor equipment cars. ... X
E 1 |Purchase of floating equipment. . bl
2 |{Betterments to floating equipmen &
3. |Conversions, floating equipment. id
F 1 |Purchase of work equipment.. s 126 2,120 23 2,120 28
2 |Betterments to work equlpme % 38 9,522 04 9,522 04
3 |Conversions............cueuiunans 82| 110,481 79 110,481 79
G 1 [Miscellaneous equipment ;
2 |Betterments to miscellaneous equip- i
BRBIE L TR 2o i e it B
25 Shop machinery and tools.............. “ 103 89,972 45 6,622 08| 14,395 40| 75,576 .95
26 A |Railway telephone despatch lines and ’ t
pInEent sl e ver LT ek sl % S deet 124 84 5 124 84
B |Railway telegmph 4 232 95 232 95
27 Purchase of land.. 20 81088 000500 % -» 2,631 27 5,401 82
Electrifying lines. . ¥, <
29 Co-ordination facilities
30 Surveys, right-of-way and others X
31 Fa T TR Ll § '
32 General miscellaneous . ; 245 58,952 93 79 54 850 00| 58,102 93
33 T e RO SRR L e J
40 Stores, dept. buildings and equipment. . e - 33| 45,075 59 1,462 28 900 00] 44,175 59
41 Express dept. eqQUIPMeNt., .. ... ........ . |ceoeenoss /
42 R AN M N e Ly 3 b7y v B R A Tl 247 07
L ahd tak dept. Lo, Cae it e T T 1 1820 8. . .oovi il Aoty A 1,320 35
44 CQlONIBRLION doPbuc. .. . o Tov det b b sslda s s ah s \
45 G.N.W. Telefa.ph (2 IR AT G SR e :
46 Can. Nat. Telegraph Co...........iv.eufeeanni.nn. i
47 Rindio dephimnsii § i 5 ¢ 7 S gt el we e el M
48 Electric lines in Ontario. ... .....oooseifovinnna..
49 Oshawa Electric Railway . /. ... ....oooi|oonon s
50 ,000 EIONIE RATRWOF. « o v+ oo p0 5o 93 os | Honis San o5
SR LN & B0 RATWAYL: /L - <iims ob- i | hagin b :
52 AP Coaol SNrO0ns. . ol kst 7 At
; ¥ 819,960 [53 60,158 97| 195,862 84 624,097 69
RECAPITULATION
L4
I ) e F v e R e e 298019426 974863381387”0!1159227405 .....
ONeetING ;2,300 i I apaeS s I 19,960 53 60,158 97 195,862 84 624,097 69..
~ L N s e 3,800,154 791,035,022 351,688,783 052,216,371 74.....
gy ud e
: i [Sir Henry Thornton.]
61503—2
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36 SELECT STANDING COMMITTEE

CANADIAN NATIONAT RAILWAYS—Continued
EasterN LiNes—Confinued N
i (Atlantic Region)—Continued
\ HALIFAX AND SOUTHWESTERN RAILWAY
SuMMARY OF CaptiAL EXPENDITURES
Account No. 701 Year 1927 under Engineering Classification
2 i Exp?nditul‘e
| xpenditure : ess
4 @ applicable Ahr:;):n; Retx;ement retir‘}acmgllmts
{ 1 nit or nit to e e _ | applicable
Group Class of Work Number | _or | Investment P(’:‘;P‘::f-‘ to
to be used| Number | in Road Operatmg Ganital Investment
an Expenses Ac(?ount in Ro:
Equipment = and
Equipment
v $ cts. $§ cts. $ cts. § cts.
1A New linies constructed................. No. & Mi.
B |New lines acqui by “«
C |Line diversions...... “
D Double tracking... . = “
2A  |New rails afid fastenings,......... .| Miles
B |Relaying rails (S.H.rail)..... .L........ “ 137 51,067 82| 16,940 26| 31,404 22{ 19.663 60
€ (hadpiaten. - 0t L i e by No.
% TR AP WOrs s 102 1l 6L e i by “
3! FRER WX AR g ke e ooy S « i
AR A R P R X Cy. Yds. /
B ACTaVel BAMARE. - 7 e “ 929,068 27,594 56 2:027 84 s s 5 27,594 56
o AR Ballast. . i e e ey “
5A |Widening cuts and ﬁlls. .......... “«
B Scnlmg rock'eatiit, ¢ ¢ il ek S No. of I.
P T DR R AR e Cy. Yds
B Retsinmg walls and crib work. .. ....... Lin, Ft.
T gBitelng.. | fo L DI R cak i F e
B |Tile drainage....
VAR L DO e S R TG R S
8 A |Highway and farm crossings............}| « | BR8N LR S R e R 68 06
B  |Roadways and paving..............
10 A |Large freight terminals. . gt L
B |Large passenger terminals 1 13,305 44 RIS st T, R 13,305 44
11 A |Other yard tracks and public b
P T S e e N.&M. | 1-105 it. 10 39 248 10 86 40 76 01
B IPRssing traeks.. L. N s e s Y &
O 1 Private BIAEN. .00 00 v i e “« 7-533 ft. 933 37 53 51 3 92 30 55
12 Roadway miscellaneous. ............... No. 1
13 A |New steel bridges or the replaxxzment : |
with concrete or steel bridges........ L ) 2,078 05 1,163 68 725 00 1,353 05
B |Culverts, new or the replacement |
e R e S S # !
C |New timber bridges and trestles or ¢ %
replacement of existing timber bridges
B trestles in Kind. ................... No.&L.| 2.418ft| 7,263 50| 4,205 43| . 3,650 00| 3,613 50
D |Replacing timber bndges and trestles \
with culvertand fill. ................. No. and : X
length 2.981 ft, 1,838 75 907 12 430 00 1,408 75
B Replacmg timber bridge and trestles 3
with permanent concrete or steel
bnd 8 v V1ot R L 0 R | RN PR T L 11,560 89
14 Tunnels....... No. "
15A Protectlon or elimination of grade cross- /
ings by diversion..................... 31, 2 BB B! o Dt Vel d s i 3,083 51
B |Protection or elimination of grade : ;
cl:)roasmgs by subways or overhead
dge s Lo att Yoldyrer, LR St e i
C  |Replacement of - present overhead
Lo, ot o S ST S S e T “
D ngmay r:iro?’atxsng protection by gates, i
ing lig! wigwags, ete.......... i
16 A [Other station and shelters. .. .......... ey el 3 4 85 TZEL - o L T 265 17
B fFreight shedsy. 0.0 L s G i " 1 D et vt <R AR 400 32
C |Stoe é@ ............................. o
E ;1; dwel]mgs and bunkhouses... % 9 1,498 38 135 00 300 00| 1,198 38
F ‘Bmldmgs (mlwelhneous) «“ 1 1 PROML 40 00 040 45
G |Bxpress facilities on railway No. of 1.
B AT WO et s e LN No.
17 Water supplxes = 1 285 20 2,767 85 6,874 46 5,089 25
18 Ly 3T R S e R R T . & ' :
,,,,,,,,,,,,,,,,,,,, 128,233 86| 28,462 40| 43,873 99| 78,359 87
o : ; ]
Note No. 9, A, and B. Omitted—No charges. ? ‘

Sir Henry Thornton.] \ .-




Aceount No. 701 Year 1927 under Engineering Classification
/ , > Expenditure
Expenditure Reti less
HE e applicable Al:nou:; “(;?me’"‘ retirements
nit or ni to char. i
Group Class of Work _ | Number or Investment to Property appl:;able
to be used| Number | in Road (l):perating gr "‘;J Investment
and ixpenses | PG in Road
Equipment ocount. and
Equipment
. $ cts. $ ets: $ ¢ts. $ cts.
19 A |Turntables No
B |Ashpits £
C |Other enginehouses, machine shops, etc. s
20 Ot.her locomotlves and car shop build- o
21 A Docks a.nd wharves and dredging for N )
R N P S N T R R Y O ’
22 Grain elevators. . &
23 Automatic block signals and interlock- i
aiee plante’ v oo LTl ol TSR U N.&miles
24 A 1 |Purchase of locomotives................ No. /
Betterments to locomotives. ........... o
B 1 |Purchase of freight ears................. #
2 |Betterments to freightcars............. e
B L Conversions: bt s st i e 5
C 1 |Purchase of passenger cars....... il |
2 |Betterments to passenger cars. ... ot 4 75
3| Conversiong:. - I8 Sl ah iy i st ni st > l
D 1 |Purchase of motor equipment cars. ..... 44 ;
2 |Betterments to motor equipment cars. . o . i
3 |Conversions, motor equipment cars....| .
E 1 {Purchase of floating equipment......... ¥ ] {
2 |Betterments to floating equipment. ..... !
3 |Conversions, floating equipment........ 53 §
F 1 |Purchase of work equipment.. e
2 |Betterments to work equipm : 29
3 |Conversions...... bV Bis 3 \E
G 1 |Miscel! s equipment, o ¢ ¥
2 Bettermen s to miscell q ¥ v
25 Shop machinery and tools.............. s 7] TR 15 Dl T et e T 1,191 54
26 A |Rai way telephone despatch lines and y
e(}uxpmem ..... B PR PR e No. &mi. {
Railway telegraph 0. :
27 Purchase of land.. e 3 U R SRR L . 479 67
28 Electrifying lines. . = :
29 Co-ordination faeilitie:
g‘l) Surveys right-of-way and others. ..
33% 4 898 QOR ............ !| 207,757 08 206,858 18
40 Stores d.epartment buildings and equip- g
T U A R el R £ ok @INIRICNTE #* a2
44; Express departmient equipment. ... .. ...|.......... - \ \ ¢
Thsitho departradnt.. ... v ik bt ks o ta 1A i 3
43 landtaxdepmment 4 e AR A
44 Colonization department. . i /
45 G.N.W. Tel aph Co..... Sk, )
. 48 Can. Nat. Telegraph Co ,
47 Radio department.. : i
48 Electric lines in Ontario. 2
49 Oshawa Electric Railway . .........cooo]oeieenin. r ..
50 1,000 Islands Railway..........cooowevi]eineieinns \ \
51 DOm0 R S T R s R
82 GT.P.Conch 8.8. Co.....itininnnfiinnies : .
5 26701110 T8RP 207,757 08| 205,186 97
»
; RECAPITULATION \ Fieb
BRbEt Do . i s e S (e TR | R 122,233 86 | 28.462 49| 43,873 99| 78,359 87 !
2 BT T S RS ARSI SRR Y TG g | ERTCUIE e 4oy RS R Gt oo..| 207,757 08| 205,186 97 g

RAILWAYS AND SHIPPING 37

CANADIAN NATIONAL RAILWAYS
Eastery Lines
(Atlantic Region)
HALIFAX AND SOUTHWESTERN RAILWAY—Continued.

SumMaryY or Carrrar ExpeNpirures

] | 124,803 97 128.462 19| 251,651 orl 126,827 10

\y [Sir Henry Thornton.] e
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[Sir Henry Thornton.]
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38 SELECT STANDING COMMITTEE
\
CANADIAN NA’TIONAL RAILWAYS
EasterN Lines
-3 (Atlantic Region) '
SuMMARY OF CaritAL EXPENDITURES
Account No. 701 ™ Year 1927 undér Engineering Classification
B i Expenditure
xpenditure s ess
: | applicable | Amount Retm;ment retirements
i Unit or Unit to charged Proo e applicable
Group Class of Work .| Number or Investment to (}rpet y to
to beused| Number| in Road | Operating c .itgl Investment
an Expenses A = e in Road
Equipment SR and
X Equipment
$ cts. $ ots $§ ots. $ cts.
1A |New lines constructed.................. No. & Mi
B |New lines acquired........... - b
C . |Line divergions. ....... ....... 7 .
D |Double tracking.............. o
2 A |New rails and fastenings...... Miles
B |Relaying rails (S. H. Rail). .. o
E<- [Tieplatag: . o4 5 nsi i dis: No
B IRl SnEROrS: ..o oif i o'g s nad ¢
3 TS ekl oyl R N # g
4 A" tRoclk ballast v i < Cu. yds ;
B ‘|Gravel ballast. ............... ,
C |[Slag ballast.......... i ¥
5 A |Widening cuts and fills 8¢
B [Scaling rock cuts... No. of I.
08" IBIp rap. ot e Cu. yds. =
B |Retaining walls and er Lin. ft.
7A |Ditehing. .. Cu. yds.
B |Tile draiyag Lin. ft.
€. |Bewers. .l.c. ... ... 3 No.
8 A [Highway and farm crossings i 1 168 S0F il ioti fekeendn e 166 80
B |Roadways and paving. ... .. N.&S8.Y.
9 A [Right of way fence..,.... Miles
B .| SHovw Iene ., . 5 icia. s s hemie Lin. ft. 3
10 A |Large freight terminals....... ] No. \ y
B |Large passenger terminals.............. 3
11 A |Other yard tracks and public business
Firsii IR 8 e el N.&M. TABS IO i s s 1,750 58 1,750 58
B |Passing tracks.............. s
C  |Privatesidings......c........ ; =
12 Roadway miscellaneous. ............... No.
13 A [New steel bridges or the replacement
with concrete or steel bridges......... &
B |Culverts, new or the ‘replacement
REaOR. T o s s s ndessiv il doe £
C [New timber bridges and trestles or re-
placement of existing timber bridges or >
trestiof AT Iand b oy ot o Wi v No. & L. | 1-1392 ft. [y ) (R R B B T 6,637 22
D |Replacing timber bridges and trestles
with culvert and fill. ................. l\]To‘ az;ld
E |Replacing timber bridges and trestles
with permanent concrete or steel
5 i) Lo e e, BT E TSR “ =
14 i P ONSLES A S e ST JSER SRR EL S No.
15A  [Protection or elimination of grade cross-
ings by diversions...............c.... e » {
B  |Protection or elimination of grade cross-
inﬁcby subways or overhead bridge. . $
1 C Rbp I dzement of present overhead i
R S L iy :
. D |Highway crossing protection by gates,
flashing lights, wigwags, ete.......... % 5 3
16 A |Other station and shelters. . .. s “
1B Freiihc Shody, . Sl Sy onre s £
C [Stockpensi.. ... .0l & >
D |[Section dwellings and bunkh %
E |Platforms............c... 4
F ' |Buildings (Miscellaneous). .. -
G |Express facilities on railway .| No.of I \
H |Track scales. .|+ No. !
17 Water supplies. . ! e \
6,804 02............ 1,750 68 5,053 44




RAILWAYS AND SHIPPING _ i 39

CANADIAN NATIONAL RAILWAYS
, ; EasterN LINES

(Atlantic Region)
Sumasary oF CapiTaL EXPENDITURES

E Account No. 701 Year 1927 under Engineering Classification

’ ! Expenditure
b g Expenditure et ea Retiretment less
charged
to
Operating
Expenses

applicable
to
Investment|
in Road
and
Equipment
e

retirements

Uhit applicable
1

Number

Unit or
Number
to be used

Group Class of Work

o
Property o
Cr. to Investment
in Road
and
Equipment

$

Capital
Account

$ cts. cts. $ cts. ets.
Boe] SENTIONE: ;<. 1530k S R e e vl
Turntables. .. 5
L T IR i
Other enginehouses, machine shops, efe.
Other locomotive and car shop building.

Docks and wharves and dredging fol

Grain elevators... ..
Automatic block
locking plants: .. .. ... oo il R
Purchase of locomotives................
Betterments to locomotives. ...........
Purchase of freight cars.................
Betterments to freight cars.............
Cenyorsions:) v, ... Cooda Eemn d sl A 0
Purchage of passenger ears..............
Betterments to passenger cars...........
COBVBIRIONRT, 5 i s sy a5 s 8%
Purchase of motor equipment cars.. .. ..
Betterments to motor equipment cars. .
Conversions to motor equipment, cars. .
Purchase of floating equipment. ........
Betterments to floating equipment... . ..
Conversions, floating equipment,........
Purchase of work equipment............
Betterments of work equipment........
Conversions of work equipment.........
Miscellaneous equipment................
Betterments to miscellaneous equipment
ol T A I R S SR G
Shor machinery and tools. .\...........
Railway telephone despatch lines and
etiuipment ...........................
Railway telegraph..
Purchase of land. 4
Electrifying lines......... : §f
Co-ordination facilities >

1,934 86 1,934 86

&

(e}

S IE 0L T M ATt (e e 1,145 57

H U
B 1 0 B0 s 00 1O i 0O DS et 00 1O 4t €0 0O

=

(»]

G ROBIE o ot i Ca W Sap P A ¥
Stores dept. building and equipment. . .
Express dept. equipment................
Traffic department.....................
Lefal and tax dept

Colonization dept.... .. <o ivuiiisivneen
G.N.W. Teleﬁraph (o R e \
Can. Nat. Telegraph Co................

IO TEPY . S vn s AV St s i ey
Electric lines in Ontario................
Oshawa Electric Raillway..............
1,000 Islands Railway. ...........co0n.nn \
M. and S.C. Railway... 1
QELP: Goeh NGO EF ol S !

3,080 43

3,080 43

’

6,804 02
3,080 43

1,750 58]

9,884 45|. .

1,750 5&!

[Sir Henry Thornton.].

=
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40 SELECT STANDING COMMITTEE .
CANADIAN NATIONAL RAILWAYS
\ Eastery Lives ) J
(Atlantic Region) , :
INVERNESS RAILWAY
SumMARY oF CApitaL EXPENDITURES
Account No. 702 Year 1927 under Engineering Classification
Expenditure
. Expenditure : less
e S applicable Aﬁnoun; Retx;«;ment retixi;aments
ni or ‘nit, to charge app
Group Class of Work Number or Investment to Property to
to be used| Number | in Road | Operating Chvitad Investment
and Expenses | o é::unt in,
Equipment and
Equipment
$ ots. $ cts. $ cts. $ ets.
1A |New lines constructed.................. No.&mi.
B [New lines acquired...... By <
C  |Line diversions.......... “
D |Double tracking......... £ ;
2 A |New rails and fastenings Miles |3—4,782ft.| 15,025 00 9.804 73| 9,461 83| 5,563 67
B [Relaying rails (S. H le ) Xz -
C (Bieplates.. . . it Nt s sslivnst 2l No;
3D R;ii AMEROES L AT Sl i 3. v o ::
4A Rock ballast........ Nt g v .| eu. yds.
B {Gravel ballast.......\....... X {3 19, 200 9,309 Q8] < oSl A 9,399 08
C |Slagballast............. 5 o ¥
5A  |Widening cuts and fills..... Az o 20,670 T 881 p i T R S 7,909 39
B IS rock cuts........ .o2:| No.of I N
6A i
B in.
7TA %
B in. )
C Se ..................... No
8A nghway and farm crossings. e L Y
B |Roadways and paving....... SREECN Y. AL R { .
9A |Right of way fence........ I iles
B |Snowfence............. ... lin. ft. 6,364 3 A RSN [ e et 2,689 70
10 A |Large freight terminals. . AS No
B |Large passenger terminals. ... ........ “«
11 A |Other yard tracks and public business
b SR R iy IR N. &M \
B Pasemg tracks......... " N
.. ©C |Privatesidings.......... e 1—617)........ AR o 1 TR 548 95 543 95
12 Roadway miscellaneous................ No. | '
13 A |New steel bridges or the replacement /
with concrete or steel bridges......... s )
B [Culverts, new or the replacement thereof = 10 3.784 46].. \ ,,,,,,,,,,,,,,,,,,, 3,784 46
C |New timber bridges and trestles or re-
placement of existing timber bridges y \
ortrestlesinkind.................... No. & L. [
D  |Replacing timber bridges and trestles -
with culvertand fill..........0....... No. and '
. | length
E |Replacing timber bridge and trestles
with permanent coacrete or steel
Bridges s sl dls: el l L Ik a
14 BT D SRRE AR . o No. \
15 A |Protection or elimination o \
ings by diversions, e
B [Protection or elimintion of grade cross-
nﬁ by subways or overhead bridge. &
C |Replacement of ojresent overhead
bndges ..................... ALK # : ¥l ;.
D [Highway crossing protection , 4
ashing lights, wigwags, ete. §
A Otherstatwn and shelters. e 1 B ORBIER] . o R R 15 5,988 46
B Frelght sheds ........... £ '
C [Stockpens...... «“
D Sectxon dw ellings and bu & ¢
E |Platformsy........0.0.. ... * i
F  |Buildings {miscellaneous). . No.of 1 i
g Express facilities on railway . L2 .

STy T TR A TR O AL A e el P

44,706 09)  0,804°73| 10,005 28| 34,700 81
\

[Sir Henry Thornton.)




Account No. 702

RAILWAYS AND SHIPPING

CANADIAN NATIONAL RAILWAYS

EasmrN Lings
(Atlantic Region)

INVERNESS RAILWAY

SumMaryY oF Carral EXPENDITURES

Year 1927 under Engineering Classification

4

Group

Class of Work

to be used

Unit
or
Number

Unit or
Number

Expenditure
applicable
to

Investment,
in Road

and
Equipment,

Amount
charged
to
Operating
Expenses

Retirement
e of
operty
Cr. to
Capital
Account

Expenditure

less

retirements
applicable
to

Investment
in Road

and |

Equipment

10 1 65 19 1 60 13 1t ©5 B3 bt T3 1 #= SO 1O

Q

@ .
Purchase of locomotives................
2 [Betterments to locomotives............

Water suppliont s . o 8 b T e o
Fuel stations. .
Turntables. .
o] O gy SR O R U R PR
Other enginehouses, machine shops, etc.
Other locomotive and car shop building|
Docks and wharves and dredging for|

o ST B TR N e G £
Clvasn SleWators ) o, 2ot Bt ea
Automatic block signals and interlock-

(g o R R L i DR ML

Purchase of frei%ht e v g PR IR T I
Betterments to freight cars.............
Ceonversions. ... .. g\ ........
Purehase of passenger cars. ...
Betterments to passenger cars
Congermanss 4600 Sl auy .
Purchase of motor equipped cars. .
Betterments to motor equipped car:
Conversions, motor equipped ears
Purchase of floating equipment. ..
Betterments to floating equipmen
Conversions, floating equipment
Purchase of work equipment.
Betterments to work equipm
Conversions. ... .......hoeerians
Miscellaneous equipment., .. ... 7
Betterments to miscellaneous equip-
ot DRSSl o EIRE ST ST L 2
Shop machinery and tools. .............
Railway telephone despatch lines and
e o e SR e R Uty
Railway telegraph. ..
Purchase of lan A
Electrifying lines. ...........cuvuiiani.
Co-ordination facilities. . ..............
Surveys right-of-way and others, ..., ..
Hotels. ] b4k SISO R L DOy
General miscellaneous. ,
Unforeseen.......... 13
Stores Dept. and Equip. ...
Express Dept. and Equip. ..
BEAMRE-TXept 152 ca e Lh ettt iy
Togaland Tax Dept. ... ... ciwihiess
Colonization Dept. . .... ..ueichessssns
G.N.W. Telegraph Co.
Can aNat. Teleg. Co. ..
(RSO DYophit 4.8 L ol b vortin caA S Lo et~
Electric lines in Ontario. ...............|.
hawa Eleetric Railway..............|.
1000 Islands Railway...................].
M.and 8.C. Railway..........c.vioned]-
AP, Colioky BABIC, v i v bt

$  cts. $
6,858 67, 1,800 00

ets. $
1,800 00

cts.

21 01

$§ cts.
5,058 67

21 01

6,879 68 1,800 00

5,079 68

BIeatING. 1.1 8 T e e SR R S U B g

BRSNS i 5 o B i s v e e dadeoon A

\

-}4.796 09 9,894 73

10,005 28
6,879 68 1,800 00 00 00

34,790 81
68

L0

51,675 77 I 11,694 73 l 11,805 28

39,870 il9

[Sir Henry Thornton.l



e SELECT STANDING COMMITTEE

CANADIAN NATIONAL RAILWAYS

Y Easter~ LiNes
(Atlantic Region)
VALE RAILWAY f
SumMARrY oF CaPITAL EXPENDITURES
Account No. 702 Year 1927 under Engineering Classification
Fl
i - Expenditure
xpenditure| . . GERY
¢ | applicable | Amount ' | Retirement| ..o ents
Unitor | Unit to charged | p g ty | applicable
Group Class of Work Number or Investment to it to
to be used| Number | in Rcéad %;erating Capital Investment
. an xpenses in Road
~ | Equipment Account and
» Equipment
$ ots. § ots: $ octs. $ octs.
1A |New lines constructed cwevens | Now&e Mi,
B |New lines acquired. .. 2 o
C |Line diversions. .. -
D |Double tracking.. "
2 A |New rails and fastenings. . .| Miles
B |Relaying rails (S.H. rails).............. g paares e BOLLABY . 2= ot fe i s e 651 38
T e PIAas, e it o s Warnsds No. %
D Rm anchors .............. =~
SRR g 1 ST FR R L A G S O U SIE %
4 A Rock Lo TSR St I B AL Cu. Yds.
. B [Gravel ballast... = S A )
O Sl bt ., b o T A ‘:5
5A |Widening cutsand fills.................. £
B SRl TOCIECREA. . . i /o s A 5
6 A |Riprap
B |Retaining walls and erib work........., Lin, ft.
B R ARGt 2 e SR e A e Cu. Yds.
B [Tile drainage... PR I 6 VS
C T s s SO 0 T S [
8 A |Highway and farm OrOSBINER:. ..o - .. & : p
B |Roadways and pavings................. N.&S.Y. 4
9A |Rightof wayfence..................... Miles
B now fence............. AR T e R s
10 A+ |Large freight terminals. ............... No.
° B |Large passenger terminals.............. s
11' A |Other yard tracks and public business
BIIEES o S T o g e, o
B |Passing tracks.......... .
C [Private sidings...........
12 Roadway miscellaneous
13 A |New steel bridges or the replacement
with congrete or steel bridges......... 5
B lverts, 'new, or the replacement
T NG R e A S T by
C |New timber bridges and trestles or L
NN replacement of existing timber bridges 7
ortrestlesinkind..........0......... No. & L. ’ }
D |[Replacing timber brldges and trestles
with culvertand fill........:.. ...... No. and
length
E |[Replacing timber bridge and trestles
with permanent ooncrete or steel
BEdEee.... | SRS e L ol 2
14 A [Protection or elimination of grade cross- /7
: ings by diversions............. 0 ... No.
B |Protection or elimination of grade cross-
nﬁcte)y subways or overhead bridge. . i
C  |Replacement ) of * present overhead
DrioRban AN, s e SRR ¥ o
D |Highway crosamg leotectxon
flashing lights, wigwags, ete S 55
16 A |Other statlon and shelters. . 4 ¢
B |Freightsheds............ i} 4
C [Stoc pa.ns ..................... g S
D  [Section dwellings and bunkhouses.... ... 2
ORAl, e N Lo Lt e A SR s P SR SR R YR S 651 38
N 7
Note, No. 17 to No. 52 not listed—No charges. ] /

[Sir Henry Thornton.] |




RAILWAYS AND SHIPPING ° A 43

Hon. Mr. DuxNiNGg: At our last meeting we stopped at page 5 of the
Accounts. Every member of the Commitiee had this analysis at the last meet-
ing. It was got out in order that we might better understand it. Have you any
extra copies, for members of the (Committee only? :

Sir HENry TuaorNTON: I think, Mr. Chairman, that I might make this
suggestion, if it is agreeable to the Committee, that as we have circulated to
the members of the Committee detailed explanations with respect to the expendi-
tures in each department, perhaps instead of reading”all thse figures, some of;
which might be superfluous, we might take Traffic, Transportation, and the
expenses under these various headings, and then ask the Committee if any
member wants to ask any question about any particular subdivision of expenses.
It will save reading all these figures. :

Hon. Mr. Dux~ing: You have already tead four pages, Sir Henry, and
there are only three and a half pages left. :

Sir Henry TaHORNTON: I thought it would save time, but it\is for the
members to decide.

The CuammMan: Start at the top of page 5.

Sir Henry TuorNTON: Mr. Henry will please commence with Traffic
Expenses, starting at the top of page 5.
Mr. Henry: (Reads):

Traffic expenses, 1927.. .. .. .. ..$7,124865 ;
Traffic expenses, 1926.. .. .. .. .. 6,440,088 Inc. $684,777
Principal increases—
Superintendence.:. .. .. .. .. .0 oo 177,640
Advertising i o &l e bl g st OO 162
Qutside agencies.. .. .. .. .. 165,186
Colonization, Agriculture and Natural
SO TEREES e il e Ty 86,652

The CaAaRMAN: Stop there, Mr. Hefiry. Does anybody want any explanation
of these items? \
Mr. Jeuirr:  Where does the increase in superintendence come in; can we
get, the details' of that?
Mr. HexrY: An increase in superintendence as well as increased rates of
pay. E S
: Sir Hexry THORNTON: -Some increased pay, and an increase in solicitation
orces.
' Mr. McLean (Melfort): Consisting almost entirely of-the cost of securing
fireight? :
Sir Hexry TuorxNTOoN: The cost, as you say, of \securing business.
Mr. MclLian (Melfort): An increase is a good sign, in that department? '
Sir HeENry THORNTON: An increase is a good sign, if you get the business.
The CramrMAN: All right, Mr. Henry, go on.
Mr. HExry: Transportation:

Transportation Expenses 1927, $105,166,761. 3

Sir Eveene Fiser: Before you leave Traffic, there is an item there for
advertising; can you tell us particularly what that involved. Does it include
the issue of passes as well as transportation to each paper on advertising? _Is
that taken into consideration?

Mr. Henry: It is free trasportation given in exchange for newspaper
Space. ,
[Sir Henry Thornton.] |
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Sir Eveene Fiser: Is that included in this amount?

Mr. Henry: Yes.

Mr. McLeax (Melfort): You could hardly call that free transportation,
could you? ‘

~ Sir HENrRY THoRNTON: It is transportation in return for services rendered.

Mr. McLeax (Melfort): But the word “free” was used.

Mr. Hexgry: That was a mistake. It was transportation.

Sir Evgene Fiser: The value of the passes issued is incliided in this financial
statement?

Mr. Hexry: That is true.

Mr. TrompsoN: May I make a statement in regard to that? All this
inecrease in transportation is charged against our advertising expropriation as
cash expenditure. : .

Hon. Mr. Dux~inGg: So it is not free? ;

Mr. Warrer TrHOoMPsoN: There is no such word in the whole Railway Act
as “free” transportation. -

Hon. Mr. Dunning: No.

Sir EveeNe Fiser: How is it administered? .

Mr. THompson: [tiis administered in this way; we have an arrangement
¢ with a. newspaper, either a weekly or a daily newspaper, for the issuance of
transportation. Many newspapers have no cash contracts, they have transport-
ation contracts. A ticket is presented on a train. It is taken into our revenues
in exactly the same way as it is in the ticket office, or as a ticket issued out of
the depot ticket office would be, and it is ¢harged against the advertising account,
which you see in that amount. A very large amount of that money is transport—
ation.

Mr. McLean (Melfort): It is charged up against the newspapers?

Mr. Taompson: We take it out in various forms, sometimes display
advertising, sometimes reader notices, but we get a perfect balance in connection
wit(lil the exchange. There is no such thing as free transportation on the /railpoad
to-day. / ;

Mr. MiuNe: Why the increase in the colonization and agriculture expenses?

Sir HENry TrHorNTON: It is a general strengthening of the Colonization
fabric. Perhaps Mr. Robb tan’answer that question better thag I can.

Mr. Ross: 'Sixteen per cent of our business is brought about in that way,
and 1t is spread over our colonization and natural resources.

Sir HeNnry THorNTON: We can give vou all the details, but in a, general
way 1t is a strengthemng of the Colonization and Agriculture and Natural
Resources Departments, spending more money to get more results.

Mr. McLean (Melfort): 1 suppose you have, in connection with that
policy, sold more lands and secured more settlement?

Sir Henry TuornNTON: Yes. What percentage of the immigrants to
Canada did we handle last year, Mr. Robb?

Mr. Ross: I think last year we handled about 32 to 35 per cent; no, last
year we handled 57 per cent.

Sir Henry THorNtON: We handled 57 per cent of the immigrants that
came to Canada; they came through the instrumentality of the Canadian
National Railways. —

Mr. Jevuirr: It is all given on page 9 of the veport.

Sir Hexry TaorNTON: You will find it on’page 9, under. Colonization,
general explanations. : /

[Sir Henry Thornton.} :
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Mr. Ross: We brought in 38,000 as against 31,000 the year before.

Sir HeNry THorNTON: - Shall we go on with Transportation?

Mr. Jeuuirre;  Outside agencies, increase $165,000; are there any new
agencies established?

Sir HENry TuorNTON: That represents the establishment of new agencies

" outside the Dominion of Canada. For instance, not so long ago we opened a

new office at Memphis, Tennessee, which /is an important gateway, and where
we were not represented before. As a result of that, we were losing business.
We opened an agency, and put in an agent and a stenographer at Memphis,
to protect that gateway.

Mr. Jenuirr: 'What iclass of business are you getting?

Sir HeENry TuorNTON: General business. some oil, rubber and cotton.
We have improved our offices at various plgces throughout the States, partic-
ularly our passenger offices; we have put them in better locations, and in
general are increasing activities in the solicitation of traffic on the other side
of the border.

Mr. JBLLIFF: W?re any other agencies opened, besides at Memphis?

Sir Hexry TaHorNTON: At Washingten. In every case we have added to
the solicitation forces at stations already existing.

The CuAIRMAN: Are there any further questions on Traffic?

Mr. Henxry: Transportation. 3
Transportation Expenses, 1927. . . $105,186,761
Transportation Expenses, 1926. . . 100,603,158 *$4,563,603

* Increase

The prineipal increases are:

PIREARE o A Gl 4 g T e L 60 B000
¢ Frain Bagibemen . L. .0l Ve 631,000
Fuel for Locomotives.. .. ..”.. ..} 593,000
Station Employees.. .. .. .. .. 475,000
Train Supplies and Expenses.. .. 324,000 |
Yard Conductors and Brakemen. . 291,000
IXOresR: BEPVICRE . i i as ot e 252,000
Operating ﬁoatin\g equipment. . .. 245,000 |

|}
T’l)e principal deerease is:
Superintendenee.. .l L. 0L Ll 08 102,000

The increase in trainmen is due to inereased rate of pay $658,000 and

Increased hours worked $357,000. Train enginemen's rates of pay $339,000;

increased work, $292,000.

Fuel for locomotives, increased price $238,000, and increased consumption
$487,000. There was a credit to this account of $102,000 B.C. Sales Tax on
fuel oil cancelled, v

Increase in station employees account was caused by increased rates of
pay $474,000. Train supplies and expenses, increased rates ;zf pay, $94,000;
detouring charges due to floods, $61,000. Yard conductors and brakemen,
Increased rates of pay $222,000; additional hours worked, $69,000. Express
serviee, increased rates of pay, $44,000, and accountancy item, $64,000, due
to revised method of apportioning expense between the C.N.R. and the Eastern

ines.
[Sir Henry Thornton.]
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Mr. Canteey: What is the meaning of that item of $64,000 covering the
{e.vise;i method of apportioning expense between the C.N.R. and the Eastern
Jines?

Mr. Cooper: Previous to the establishment of the Eastern Lines, we
divided the reyvenue.

Mr. CanTLey: What date was that?

, Mr. Cooper: July 1, 1927. We divided the revenue and expenses of the

Express Department, as between regions, on an arbitrary basis. With the
establishment of the Eastern Lines, we thought it necessary to make a more
acourate division and apportionment. The revenue of the Eastern Lines was
decreased, and the apportionment of expenses on the Eastern Lines was corre-
spondingly decreased.

Hon. Mr. Dun~ing: That is a decreased expense charged to Eastern
Lines on the Express account? i
' Mr. Cooper: Yes, sir, due to revised apportionment.

Mr. CaxnTLEY: You say “decreased,” while this says “increased.”

Hon. Mr. Stevens: That is an increase outside of the Eastern Lines.

Sir HeNry THORNTON: It is an increase on that part of the system with
which you are dealing now. It will appear as a decrease on the Eastern Lines.

Mr. Henry:” (Reads):

Operating Floating Equipment;

Two new ferries were put in operation on Lake Michigan. There
‘was also increased service to Prince Edward Island.

Sir Eveene Fiser: What was the cost of those ferries?
- Mr. Vavguan: $1,478000 for the two ferries.

Mr. CanTtpy: Did the boats make more trips and earry more freight? 5y

Mr. Henry: Yes, there were more trips, and I think there was another
hoat put on for a while.

Mr. Brow~: We brought the old “‘Scotia ” up there for a relief period, as
well. ;

Mr. Cantiey: To supplement the ferry?

Mr. Brown: Yes.

Mr. JeLuirr:  What were the two new ferries on Lake Michigan, and where
were they put on? - ' / ;

Sir Hexry THorxTON: We operate train ferries from Grand Haven to
Milwaukee. This affords a direct traffic route from the east to the west, elimi-
nating Chicago. If those ferries were not in existence, freight moving ‘east of
Chicago would have to pass through Chicago.

Mr. JeLuirr:  You have a line running to Grand Haven?

Sir HENrRY THORNTON: Yes.

Mr. Jeruirr: Which connects with your line in Chicago?

Sir Hexry THOrRNTON: Yes. To pass freight through Chicago is expen-
sive, and involves a good deal of delay. This route is becoming more and more
popular; firgt, because it is more expeditious, and, secondly, becsause it is
cheaper. e volume of business is increasing with rapidity, and these two
new ferries were put on to give us that facility. .

Sir Eveene Fiser: Are those ferries larger than those on the Main Line?

Sir Hexry THorNTON: T do not know, but I should say- that probably
they are. .

Mr. VaveHan: These ferries carry twenty-six loaded cars.

[Sir Henry Thornton.] g
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An Hon. MemBer: Do you find the traffic from Prince Edward Island to
the mainland increasing all the time?

Sir HeNry TaorNTON: Yes. The potato crop gives quite a material
ncerease. /

i 1\(/11‘}' CanTrEY: What are you doing about a new ferry for Prince Edward
slan

Sir Hexry THorNTON: These ferries are owned by the Government, but
we have the strengthening of our ferry service under consideration, but we have
not determined definitely with the Government what to do. There has been a
good deal of talk, and with some merit, that there should be an additional
ferry, not only to take care of the increased business, but to provide a more
positive service in the event of one ferry going out of service for some unantici-
pated reason.

i Mr. CantLEY: 1 would like to know what you are doing about it. Have
you ordered another boat, or are you going to?

Sir Hexky THorNTON: I do not know whether we aré going to order one
or not; that is under consideration.

Mr. CantLey: Whe will know, the Minister?

*Sir Hexry TuornToN: The Minister and I will probably talk about it,
and decide what we had better do.

Mr. CanTLEY: Have you talked about 1t?

Sir Henry THOrRNTON: Oh, yes.

Mr. Cantrey: What has been done?

Sir Henry THorNTON: Nothing as yet. May I round up the situation by
saying this; the traffic to and from Prince Edward Island is increasing.

Mr. Cantrey: This ferry boat is 13 or 14 years old and she may break
down at any time, and the Island is dependent on ong boat.

Sir HENry THORNTON: It is not quite as bad as that, but there is a measure
of truth in what you say. The situation is receiving serlous consideration, and
is not going to be overlooked.

Mr. CanTLBY: But nothing was done this year?

Sir Henry THorNTON: Nothing this year.

Sir Eveene Fiser: Have you been approached in any way, shape or form
by the paper companies operating on the North Shore, to have a car-ferry —
between the North Shore and Rimouski?

_ Sir Hexry TuaornNToN: I do not think so. Do you recall anything, Mr.
Vaughan??

Mr. Vavguan: No.

Sir Henry THorNTON: No, I do not recall anything. There has been a
certain amount of disconnected discussion about’it. '

Sir Eveent Fiser: I hope you will consult with the Minister when you
consder the matter.

_Sir Hexry THornToN: We always seek the advice of those who cdn give
us intelligent information.

Mr. Henry: (Reads): ;

Decrease in superintendence is due to a readjustment of expenses to other accounts
Tnereased rates of pay amounted to $59,000.

The effect of the various main factors:

/ Change in price of material:
Fgue].... G R Y S T L i e D
Other Material and Miscellaneéous.. 7. .. 1 1,303,000
Rebats i Bl el obams iy -0 Sk S 132,000 1$1,197,000

[Sir Henry Thornton.l
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Changes due to variation in quantities of Material:

Fuel.. . SRS T ORI L SPW S S T G L,
Other \Iaternl and Miscellaneous.. .. .. * 1.2}22.000 *$9 309,000
T /

Changes in employees’ compensation:

Inecreased rates of pay.. «v .. . .. .n .. *$2.299,000

Increased hours worked.. .. .. .. .. .. .. ¥ 1,359,000

Accountancy items.. .. ..l.. .ol sl cJh. o * 188,000 *$3,470,000
Total (after credit for transportation for investment).. .. *$4 582000

* Increase T Decrease

The increase in quantity of labour and material after adjustrﬁent for accidents was
$3.364,000, while the increase which might be expected due to change in traffic was $1.432,000.

Sir Hexry TrHorNTON: That covers all the, transportation.

The CuAmrRMAN: Are there any questions you wish to ask on that, before
we leave that item?

Sir Eveene Fiser: In this item you have the words “conductors and
brakemen.” Does that include the salaries paid to roadmasters?

Sir HeNry TaHORNTON: No, they come under “Maintenance of way”, which
item we have already been over.

Mr. Hexry: (Reads):

Miscellaneons: ¢ 2
Miscellaneous Expenses, 1927.. .. .. .. .. $2414842
Miscellaneous Expenses, 1926.. .. .. .. .. 2,121,607 *$293,235

L}

The principal increase is in Dining and Buffet Service $312,000, increased rates of pay
account for $27,000 and the balance is made up of improvement and increase in service.

General: ’
General Expenses, 1927.. .. .. i <. .. . $7,226.200
Gentteral Expenses: YO26: 5 s oo o v il s s 196,970,244 *$255,956
e O L, 1
N Principal Increases: |
Pensions.. . :v'$ 155000
Salaries and Expenses Clerks and Attendants, 93,000
Other Expenses.. .. .. AL TR SR Y 74, 013
* Increase 5

Hon. Mr. Stevens: What does that item, “ﬁeneral Expenses” cover‘ brieﬁv?

Sir Hexry TrorNTON: Mr. Cooper, will you tell Mr. Stevens t;hengeneral
\ items that are included in the item of General Expenses? : o
" Mr. Coorer: The general overhead that would not come directly under
the Maintenance of Way, Maintenance of Equipment, or Transportation. For
‘instance, :}m salary of the President would be a general expense; legal expense;
, head office clerks, and so on.

Mr. Hexry: (Reads):

Transportation for Investment Cr.: .
Transportation for Investment Cr., 1927.. .. $ 993,350

Transportation for Investment Cr., 1926.. .. 1,012,478 T$19,1y28
+ Decrease ) { :

Mr. CantrEY: What is the meaﬁing of “ Transportation for Investment ”?
Mr. Cooper: That is the e){penSe of transporting men and material for
construction work, which is eredited to the Operatmg Expense Account.
: [Sir Henry Thornton.]
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Mr. Hexgry: (Reads): ‘

. The Eastern Lines Accounts are shown sepamtel\ for six months from July lst, the date
of the Maritime Freight Rates Act coming into force, to December 31st. The 1926 figures are
also shown for comparative purposes. %

d i Eastern Lines for six months, July 1st to December 31st:—
X Decrease
lf Item - 1926 1927 or Increase
b Maintenance of Way and Structures.. $ 3,800,025 39 § 3,794940 64 1§ 5084 75
4 Maintenance of Equlpmcnt Vi denb et n g ba D51 R 2,445,504 78 T 28,447 13
o/ . Frafhie! . ] . LW A 379.200 54 374,452 60 t 4,747 94
R Transpor tatmn PPt ANl R TR S gl 7.227.285 71 427,759 32
; Miseellaneous:'. & vvivr e vi e W20 191480 56 |- 219:327 07 * 97,866 bl
General. . . N E LT Al 611,317 65 673,183 62 * 61,865 97
Transpor tdtmn ior Investment Cr.... 23,499 33 20,841 99 ‘l" 2,657 34

$14,231,983 11  $14.713,852 43  *$481.869 32

* Increase 1 Decrease
by :
The expenses analyzed into primary accounts may be found on pages 43 to 46 of the
preliminary statement of acecounts tabled in the House of Commons.

The expenses may be further divided between employees compensation and muterlals and
miscellaneous. The division is as follows:—

o , Decrease
4 Employees Compensation . 1926 1927 or Increase
Maintenance of Way and Structures.. $ 2,012,530 00  § 2,076,487 00 *$ 63.957 00!
Maintenance of Equ!pment AT R T 1,283,041 00 | 1290895 00 * 7.854 00
Traffic.s : L D 175,194 00 180,885 00 * 5,691 00
Transpor tdthn (e 2R PR I VAR IR SIS R il S s p 4,781,866 00 * 356,428 00
MiscelldBeotis, . ¢« % e Wi isitniie A 103.403 00 119,318 00 * 15,915 00
(0055017 3 F et SR PRGN S SRt o ST g s 300,473 00 321,997 00 * 21,524 00

$ 8.300,079 00 % 8.771,448 00 *$471,369 00

* Increase .

; . g Decrease
Materials and Miscellaneous 1926 1921 or Inerease
Maintenance of Way and Structures.. $ 1,787,495 00 § 1.718,454 00 1'$ 69,041 00
Maintenance of qupment Sl e v 15190,91) 400 1,154,610 00 § 36,301 00
Traffic.. .. 3 oot B e 204,007 00 193.567 00 1 10,440 00
Tr: ansportatlon Sherin R T e il R T TR0 580 (0 2,424,578 00 * 73,989 00
Miscellaneous. 3 v< ., Wl ea S i 88,057 00 100,000 00  * 11,952 00
JFRREEATL R Lp i G R S e LT 310,845 00 351,186 00 * 40,341 00
! $ 5,9_31,904 00 & 5,942,404 00 *$ 10,500 00
% increase + Decrease £

Mr. CanTLEY: What 'is the difference between traffic and transportation?

: Mr: Henry: Traffic represents the solicitation; transportation represents the
handling of traffic.
The expenses analyzed into primary accounts may be found on pages 43 to
46 of the preliminary statement?f accounts tabled in the House of Commons.
The expenses may be further divided between employees’ compensatlon and
materials and miscellaneous. The division is as follows:

Hon. Mr. Dun~inag: This 18 all eastern lines from now on?
Mr. Henry: Yes. (Reading):

) Fich ) Decrease
Employees Compensation 1926 1927 fr Increase
Maintenance of Way and Structures.. $ 2,012,530 00 § 2,076,487 00 $ 63,957 00 |

Maintenance of qupment SO A 1283041400 1,290,895 00 7.854 00
Traffic.. .. : AR g BT S 175,194 00 180885 00 *  5.691 00
Tmnspo! BRATON . 2 by o e A P e e o A ADBIASR00 4.781.866 00 * 356.428 00
iscellaneous. . P e DA A 103,403 00 St Y 0 0 R R 1 915 00
U A RN SR T H PR 300,473 00 321,997 00 * 21.524 00

$ 8,300,079 00§ 8771448 00 *$471,369 00

* Increase
j : h (Sir Henry Thornton.]
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Sir HENrY TaOrNTON: That means the total increase of $471,000 was due
to increased compensation, and you will see below $10,000 due to material and
miscellaneous. That accounts for the total increase of $481,000.

Hon. Mr. Du~x~inG: I do not think vou need to read the other items. They
are all very small.

Sir Hexry THORNTON: I do not think there is anything on the next page
which adds anything.

Hon. Mr. Stevexs: Sir Henry (Thornton), I do not know whether I am
treading on delieate ground or not— /

Sir HENrY THORNTON: Tread as much as you like.

Hon. Mr. Stevexs: They say, “ Fools wade in where angels fear to tread

* and maybe this is an oceasion of that kind, but I notice some conflict ‘or contest
between the Canadian National and the C. P R."in the hotel situation in Halifax.
Sir HeENry THORNTON: Yes.
Hon. Mr. Stevens: I think it would be a good idea if we could have some
explanation of that. JThe reason I ask the question is this. I think Parliament
has accepted for years the policy of trying to av oid duplication as f'1r as
possible in the two railway systems—

Sir Henry THorRNTON: That will come up as a special item in the estimates,
if you care to defer your question until then.

Hon. Mr. Stevexs: I have no object in pressing the question now.

Sir HeENry THOrNTON: Press as much as you like, but when discussing the
estimates, that item will be mcluded, and that will, T should think, be the proper
place to bring it up. .

Hon: Mr. Duxw~ineg: It is a proposed expendlture and as such we can deal
with it more Intelhgently in the estimates.

Hon, Mr. Stevens: Just keep that in mind, and we can diseuss it later.

Sir Hexry THorNTON: Yes. I fully expected that would be one of the
questions which would arise.

Hon. Mr. Stevens: It is a question of the wisdom of duplication; that is all.

Sir Henry TrHORNTON: I quite appreciate that. I think, Mr. Chairman, if I
may say this, the Committee has now examined all of the items which enter
into the expenses of the National Railway System, and unless further questions
are to be asked, we have finished with the income accounts.

Hon. Mr. Stevens: That is dealing with operation. _

Sir HENRY THORNTON : Mr. Dunning suggests you might like to take up the
annual report. /

Hon. Mr. Du~n~iNg: The president’s statement. However, it is up to the
Committee. Personally I am fully satisfied with it, but if the Committee wishes
to take it up, it is usual to do so at this time. ‘

‘Sir Eveene Fiser: The fact remains that we have perused the preliminary
report, and the report of the Canadian National Railways is practically a copy
of it. If there are no further questions,™I'move the report be adopted.

Hon. Mr. S’rEfENs I do not quite get that.

- Sir Eveeng Fiser: The bxplanatlons in the prehmmary report are practically
the same as those contained in the main report of the Canadian National Rail-
ways. We have examined the analysis of that report, and if there are no further
questions, we might as well approve it.

Hon. Mr. Stevens: That would be a very convement short-cut, but I do
not think it would be a wise one. ’

Sir Henry THORNTON: T think General Fiset means that you have examined
the primary accounts which make up the expenses of the Canadian National

[Sir Henry Thornton.] '
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Railways, and he suggests that you approve the report in so far as the expenses
are concerned. This does not deal with the capital expenditures at all.

Sir EvceNe Fiser: It will be an occasion for discussion when the estimates
are before us.

Sir HeNry TrornTON: You have simply dealt with the current expenses
for the year.

Mr. McLeax (Melfort) : Mr. Chairman, I would like to draw attention to
the item of “ Maintenance of Way and Structures ” on pages 6 and 7. The wage
increase is quite large, but the total inerease is very small, if any. There is a
decrease in the last item on page 7 of $59,000, and I notice decreases in various
items of maintenance, and 1 also notice something of the same tendency else-
where. There is an increase in compensation and wages in quite a few items,

-but there are quite a few decreases in maintehance of way and structures. The

question is, are the lines being fully kept up or improved.

Sir HENry THoORNTON: “ Maintenance of Way and Structures ” decreased
$5,000. Practically speaking, having regard for the amount involved, that is
about the same one year as another; that is to say, there has only been a

/ variation of $5,000 for the last six months in “ Maintenance of Way and Strue-

tures ” with respect to the eastern lines. While there is a decrease, the $5,000
there is a relatively small amount, and it means, practically speaking, that the
expenses have been the same.

Mr. McLean (Melfort) : There has been a large increase in compensation

and wages.

Sir HENnry THorNTON: The increase there was practically $64,000. Then
you say “ Does that mean the lines have been allowed to deteriorate”—

My. McLean (Melfort): That is my question.

Sir HeNry THOrRNTON: —and the answer is “ No, they have not”. From
year to year you may expend a little more this year than you did last year, in
maintenance. You may be confronted with a situation which involves the
laying of heavier rails this year. Those rails, once laid, may not be renewed
for ten years, so that you cannot always spend exactly the same amount every
year. In estimating whether a property is deteriorating or not, you have to
look at it not for a period of twelve months, but over a period of years. From
my knowledge of the eastern lines, I would say that the track and the general
condition of the property is better than it was in the past year, and is very
considerably better than it was four years ago.

_ Sir Eveene Fiser: 1 hope that statement applies to the unfortunate sec-
tion of the eastern lines which we call “ the orphan line ” between Riviere du
Loup and Campbellton.

Sir Henry THorNTON: We have no “orphans ” General.

Sir Eveene Fiser: For instance, the fences between Riviere du Loup
and Campbellton have not been touched for thirty years. We are succeeding
blt_ by bit in getting a few miles of fences built yearly. I do not know whether
1t is due to the fact that there is a deficit on the eastern lines, but we have a great
deal of difficulty in having these fences placed in proper shape. They have
adopted the pragramme lately of improving them somewhat, but in the mean-
time valuable animals are being killed almost daily. :

Sir Henry THOrRNTON: The point to which you call attention, General,
Ierits attention. There is no doubt but what the general condition of the
ences on—for want of a better name—what we call the “ eastern lines” has
ot been good. We are improving them year by year, but like other things we
¢annot, improve them all at once, at least not without running into an enormous
€Xpense, but we are improving the general condition. For the six monthg

[Sir Henry Thornton.]
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ending December 31, 1927, we spent, in round figures, $46,000 oﬁ_ fences. For
the same period in 1926 we spent $26,000. In other words, we increased ‘our
expenditures in the territory of which you spoke for fences from $26,000 to
$46,000, about $20,000, or approximately 75 per cent. That is, we spent 75
per cent more on fences in the last six months this year than in the same period
of 1926. So you can see we are going ahead with rapidity in correcting the
situation to which you call attention.

Hon. Mr. Dunx~NinG: I might help the General by pointing out that in
the future if he, or any others, feel aggrieved in this matter, they need not come
to Sir Henry Thornton or the other officers, but they can go to the Board of
Railway Commissioners, the same as the unfortunate people in the other parts
of the country. '

Sir HENrRY THorNTON:  General (Sir Eugene Fiset), do you not think an
increase of 75 per cent in that particular item is evidence of a very substantial
attempt on our part to correct the situation.

Mr. Cantuey: That would depend on the amount you spent the previous
year. If you spent one dollar, and the increase was 75 cents, it would not
amount to very much. How'much did you pay out the year before?

Sir Hexry THorNTON: I can only speak in periods of six months. For
the six months ending December 31st, 1927, we spent $46,000.

Mr. CantLey: Over how much mileage? ,

Sir HeNry THORNTON: For the same period in 1926 we spent $26,000.

Mr. CantLEY: Over how much mileage?

Sir Henry THorNTON: Approximately 2,800 miles.

Hon. Mr. Stevens: On the eastern lines?

Hon. Mr. Dun~NinGg: The eastern lines, until the amendment passed the
House of Commons the other day, were not amenable to orders of the Board in
that regard. From now on, those who are aggrieved can go to the Board if
they are not satisfied with what the railroad is doing. ‘

Mr. Cantiey: It is spread out pretty thin. )

Sir HENrYy THORNTON: Yes, but you cannot do everything at once.

Mr. Cantrey: I know, Sir Henry (Thornton), but fencing is a matter
that you can get done by contract, or do it yourself.

Sir HENkY THorNTON: Yes, but you have to pay for it.

Mr. Canrtiey: There is very little except advice you can get in this
country that'you do not pay for. ;

: Sir Eveene Fiser: What sqme of us are afraid of is the fact that we are
facing -a yearly deficit on the eastern lines, and we jare afraid the Canadian
National will not give us the same consideration, due to that fact, which the
other parts of the line are receiving. : 4

Sir HeNry THORNTON: As a matter of fact, General, that is something
you have got to leave to the fidelity of the officers who administer the property.
' As far as the Canadian National is concerned, I make né distinction between
the Eastern lines and the Western Region. We try to administer the properties
and spend that amount of money which we think we should spend, and go as
far as we can in spending that money; but I cannot embark on a program in
one year of fixing up all the fences.

Sir Eveene Fyser: I suppose it does happen that yow take a survey of this
orphan part of the railway, your Eastern division, and when you do, I wish you
would also look at the stations, consider what they look like, as far as paint is
concerned, and also the provision of platforms, in order to satisfy the local

' population; perhaps not only from the point of view of the exact needs of the
[Sir Henry Thornton.]
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- \
railway, but, basing your expenditures on the income that those small stations
may bring in. I think they deserve some consideration.

Sir Henry THorNTON: As a matter of fact, General, as far as my reputa-
tion as a railway officer is concerned, the Eastern lines do not enter into our

accounts, and I could spend just as much money on those lines as I can get a'
government to approve, without any skin off my shin.

Sir EvgeNe Fiser: I would be willing to help -you in that.

Sir HENrY THORNTON: At the same time, I have got to exercise—and all
our officers must exercise—reasonable prudence in the things which we suggest
should be done. What is next, Mr. Chairman? The question is whether the
Committee want to accept the explanation of the expenditures or not.

Sir EueeNe Fiser: I move the adoption of the report, sir.
Sir Henry THoRNTON: | With respect to the expense items?

. Hon. Mr. Stevens: You cannot adopt the whole report. All you ean adopt
1s the operating expenses which we have examined, and nothing more.

Hon. Mr. Dun~NinG: It is really not necessary to have such a motion at
this stage, Sir Henry.

Sir Hexry THOrNTON: No. You have merely examined one aspeet of the
Company’s operations. If the Committee approves, I would suggest to the
Chairman that we go on to something else. I would think that if we have got
rid of expenses, perhaps the Committee would like to deal with revenue.

Hon. Mr. Dunning: The income statement is on page 15.

Hon. Mr. Stevens: Which book are you using now? The red book?
Sir HENRY THORNTON: Yes.

Hon. Mr. Stevens: We started with this (indicating).

Hon. Mr. Dun~ina: That is an analygis of expenses.

Sir Hengy THorNToN: Shall we take the income statement on page 15 of
the red report? .

Hon. Mr. DunxNiNeG: Operating revenue and expenses relative to the income

Statement.

Sir Henry TumorNTON: I would suggest that you turn /to page 16 where
You find detailed revenue. You have dealt with expenses, and now perhaps you

- Would\like to deal with revenue, and that will be found on page 16 of the red

report,

The Cuamman: The first is item 101. '

Mr. Hengry: In 1927, the freight revenue was $193,541,352.73.

Sir Eveene Fiser: May I ask, Mr. Chairman, if the Eastern division is
€xXcluded from this?

Sir Henry THORNTON: Yes.

Mr. Hexry: For six months.
. Hon. Mr. Dun~ineg: There is a separate statement in the yellow book deal-
ng with the Eastern lines. ¥

The CuairMaN: Since the 1st of July, 1927, only.

Mr, Jerrirr: Can you deal approximately with the other? .
/ Sir Henry TrorNToN: That will be developed. If you will let Mr. Henry
through with this, the question you have in your mind will be developed.

.~ Mr. Hexgry: The freight revenue for the year ending December 31st, 1926,

Wag $191,787,465.76, or an increase of $1,753,886. In percentage of dollars, the

I%Orease is .91 per cent. Revenue tons carried 2.18 per cent. Revenue ton miles
. *85 per cent, .

/

[Sir Henry Thorntoh.l
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Hon. Mr. DunNinG: These are all increases?

Mr. Henry: These are all increases. Products of agriculture, tons carried
12,108,350. There was a decrease there of 276,256 tons. Products of animals,
1,508,526, a decrease of 24,525 tons. Products of mines, 20,419,870, an increase
of 187,840.

The CHAamRMAN: Just a minute, Mr. Henry. You have this other book.
Those items Mr. Henry is reading out are embodied in this.

Sir HeENry THORNTON: Nojy it is all in the red book.

Mr. Henry: Products of forests, 10,004,902 tons, an increase of 412,195
tons.

Mr. McLEan: On what page is that?

The Cuamman: Page 30. '

Hon. Mr. Duxxing: The commodities are on page 30, and the item is
101 on page 16.

Mr. Hexry: Manufacturers, miscellaneous and L.C.L., 16,489,410 tons,
an increase of 991,286. The total tonnage carried was 60,531,058, or an increase
over the previous year of 1,290,540.

“Hon. Mr. Stevens: You have not the corresponding statement of the
revenue in dollars, under these heads?

Mr. Henry: Not by the various classes of commodities, no; we have not.

Hon. Mr. Stevens: That is not available, I suppose.

Mr. Henry: It is not available.

Hon. Mr. Stevens: Could it be?

Mr. Hexry: It could be, but it would take a lot of work.

Hon. My. Stevens: It is not in your system of accounting?

Mr. Henry: No. Passenger, in 1927, $36,080,488. In 1926, $35,570,671,
or an increase of $509,817.

Hon. Mr. Dun~Ning: This is the first time we have had an increase in
passenger revenue for some: time, Sir Henry.

Sir HeNry THORNTON: Yes. j

Mr. Hexry: That is an increase of 1.43 per cent. The passengers car-
ried decreased 1,048,936 or 5.27 per cent. The passengers carried one mile

increased 48,641,911, or 3.67 per cent. This indicates a continuation of loss
of short haul trafﬁc due to motor bus, and private auto competltlon and a
substantial increase in long distance travel.

Hon. Mr. DunNiNG: Less passengers, but carried them farther.

Mr. Henry: 103. Excess baggage; there was a decrease there of $5,046.
The reason for that is that apparently the commercial travellers are reducing
the quantity of samples carried. Sleeping cars, 1927: the increase there is
'$112,534. New services such as “The Confederation,” the {‘Maple Leaf” and
the “Acadian” were the cause of this. = 105, Parlor and Chair cars. The'
increase is $16,000. The same explanation is due, with respect to the trains

“Confederation,” “Maple Leaf’ and “Acadian.” = Mail, the increase there is

only $5,535. Trains Nés. 11 and 12 Quebec to Cochrane increased from three
to six trips weekly; heavier overflow traffic on Ocean Limited and Maritime
express and Montreal-Toronto trains, and increased train service on western
region. The Grand Trunk Western hnes reported a decrease of $44,000 due
to reduced train service.

Hon. Mr. Stevens: At that point, do you carry, through mails, trans-
continental, and trans-oceanic? Have you a through service from the Pacific
coast, say to Europe?

[Sir Henry Thornton.] i) ]
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Sir Henry TuorNTON: What is the answer to that, Mr. Weldon?

Mr. Wewpon: No, I would say not. The transcontinental mails are
mainly carried by our competitor.

Mr. Henry: Express. The increase is $389,471. The increase is in fish
traffic, Manitoba lakes, $47,000; fish traffic Saskatchewan lakes, $13,000. Inter-
change with Alberta Government Railways, $43,000. Increase in the Rouyn
mining district, $45,000. Increase in general merchandise traffic, $250,000. 108,
other passenger trains; $139,000 of an increase. The 1926 accounts included
a debit adjustment with the Pullman Company of $130,000, increasing the
maximum average earnings per car before division from $7,500 to $9,000 for
three years to June, 1925. \

Hon. Mr. Stevens: Just at that point, do T gather that you make a loss
in the handling of the pullman ecars?

Sir Henry TaorNTON: No, there was an adjustment of our accounts
with the Pullman Company of $130,000, and we increased their compensation,
as did all the other railways. I am not sure that I quite get your point there,
Mr. Stevens.

Hon. Mr. Stevexs: My point is this: I must simply gather what I
hear. There was an adjustment with the Pullman Company, I presume on
account, of hauling the Pullman cars. There is a division I know in the ticket.
Does the hauling of Pullman Company cars result in a loss to the National
Railways?

Sir Hexry TuorNTON: No. We ‘are dealing now only with revenue.

Hon. Mr. Stevens: Quite so, but; I notice here there is a debit in 1926
of $48,000.

Sir Henry TrHorNTON: Perhaps Mr. Cooper will explain that.

Mr. Coorer: We have an agreement with the Pullman Company whereby
the additional earnings there, $7,500, were divided between the Pullman and the
“Canadian National. We made a new arrangement, whereby that $7,500 was
lifted to $9,000.

Hon. Mr. Stevexs: / That would be to the detriment of the Canadian
National? : -‘

Mr. Cooper: The adjustment was to the detriment, yes. That does not
Say the result of the Pullman service was to the detriment of the Canadian

ational.
; Hon. Mr. Stevens: It is only idle curiosity on my part, but it strikes me
‘that)\ the Canadian National might consider whether the policy of continuing

~ 'With the Pullman Company or installing its own sleepers is the best.

Sir Henry TaorNToN: Our policy in that respect was this, Mr. Stevens.

We operate our own sleeping and parlor cars throughout routes which are within
theé boundaries of the Dominion of Canada. We operate Pullman service between
Points in Canada and points in the United States. That is mostly a heritage
t has come to us from other lines, with respect to our services between New
ork and Montreal, and between Toronto and New York. Of course, we are
Practically obliged to use Pullman services because those cars pass over other

- Tailways than eur own, and our mileage is relatively small. So that our policy

Teally has come to this: that we operate our own sleeping cars and parlor cars
Within the Dominion of Canada, but where we are involved with other railways,
and where the service passes beyond the boundaries of the Dominion of Canada, .
We employ the Pullman service, and our arrangements and contracts with the
PUI_Iman Company are the same as those which are approved by the American
Nailway Association, and the other railways on the North American continent.

[Sir Henry Thornton.]
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Hon. Mr. Stevens: They are all on a par.
Sir HeENrYy THorNTON: Yes.

Hon. Mr. Stevens: But they have increased—what shall I say—a maxi-
mum of $9,000?

Sir Henry THorRNTON: That was due to a general adjustment that was
made in the relations between the Pullman Company and the other railways on
the North American Continent, through the American Railway Association. It
was to compensate the Pullman Company for the additional cost they had been
under; their wages had gone up, and other costs as well, just as they had gone
up with us, 4nd it was considered a reasonable thing to do.

Mr. JeLuier: You are at No. 108. X

Mr. Hexry: Other passenger trains. j

Mr. JeLLirr: I do not get this yet. You have revenue in 1927 at so much,
then for 1926 you have it in a different kind of type, which led me to think there
was a loss in your presentation.

Mr. Cooper: In 1926 there was a debit balance.

Mr. JeLuirr:  So that there was a gain in the addition of the two items?

Mr. Cooper: Yes. The gain was $196,000; that ig right.

Mr. Hexry: Account No. 109, Milk, increase $3,88833. That was new
traffic from Eastern Townships and Island Pond to B. and M. points.

Account No. 110, Switching. The increase is $62,609.67, due to a general
increase in switching throughout the system emept at Detrmt where we switched
less coal ex D. and T.S. line.

Account No. 111, Special Service Train, a decrease in 1926 of $12 602.26.
This account, covers revenue from cireus trdms ‘from newspaper and other special
trains, and naturally varies from year to year.

Account No. 113, Water Transfers, Freight, an increase of $8,040.88.

Hon. Mr, Stevens: What is that small item?

Mr. HENRY: #That is due to the Okanagan Boat Line Local Traffic. The
service commenced in January, 1927.

Hon. Mr. SteveENs: Are you making any money on that traffic? -

Sir Henry THorNTON: 1 should think we probably were.

Hon. Mr. Stevens: Is it off?

Sir Henry THorNTON: Is what off?

Hon. Mr. Stevens: The traffic now, the service?

Sir Henry TrorNTON: No, I do not think so.

Hon. Mr. Stevexs: You said you were.

Sir Henry Taorntox: I meant to say we are. You asked me, are we
making any money, and I said we are.

Hon. Mr. Stevens: ' [ thought you put it in the past tense.

Sir Henry TrHOorRNTON: I did not mean to do so. ( ‘

Mr. Hexry: Account No. 114, Water Transfers, Passenger, an increase 6f
$16,321.45. The Okanagan Boat Line Service, commenced January 1927, is
responsible for $4,701.90, and the additional two vessels, Grand Trunk Mil-
waukee Car Ferry Service across Lake Michigan is responsible for $11,322.57.

Account No. 115, Water Transfers, Vehicles and Live Stock, an increase
of $15,361.14. There was an increase on the Prince BEdward Tsland Ferry in
the six months to June of $724.64, and on the Grand Trunk MN‘waukee Car~
Ferry, Tor autos on their own Wheefs, $14,636.50.

Account No. 116, Water Transfers, Other, an increase of $4,865.22. That
was on the sale of berths on the Grand Trunk Milwaukee Car Ferry

{Sir Henry Thornton.]
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Account No. 131, Dining and Buffet, an increase of $139,156.45. That was
due to new services, such as the Confederation, the Maple Leaf and the Acadian
trains, special things, such as the Mining Congress, and a general increase in
long distance travel.

Account No. 132 is about the same; there is no explanation there.

Account No. 133, Station, Train and Boat Privileges, an increase of
$10,689.07.

1927 1926 Increase
Canada Railway News Company.. .. $112,073 49 $105,261 25 $6,812 24
Parcel Lockers, Toilets, ete. .. .. .. 26,957 16 24493 95 2463 21
Insurance Commissions.. .. .. .. .. 12,430 38 11,587 30 843 08

Account No. 134, Parcel Room, there is a decrease of $10,418.19; due to the
parcel room at Toronto being transferred to the Toronto Terminal Company.
Account No. 137, Demurrage, a decrease of $58641.56. The decrease is
on Grand Trunk Western Lines, and is due to less congestion and delay at

- Pontiac and Detroit. »

Account No. 139, Grain Elevator, a decrease of $47,828.19, due to less grain
handled through the Portland and Tiffin elevators, and less held in storage at
Saint John in the first half of the year.

Account No. 141, Power, an increase of $6,523.22, due to increased charges
against the Armour Grain Elevator and others at Depot Harbour.

Account, No. 142, Rents of Buildings, etc., an increase of $18,378.07. In
1927 we obtained higher rentals for various miscellaneous properties owned by
the Canadian National Railways.

Account, No. 143, Miscellaneous, a decrease of -$3,961.96.

Hon. Mr. Stevens: What is included in that item? There are some rather
large items.

Mr. Henry: The International Bridge Tolls, the Victoria Jubilee Bridge
Tolls, the Port Arthur Coal Dock, the Boarding Car Department, Wharfage
at Halifax, Portland, etc., Labour and Handling, Cleaning and Disinfecting
Cars, Heating Cars, Sale of Cinders, Paper, Water, Old Wood, etc., Detouring
Trains for other Companies, 2

Account No. 151, Joint Facility, Credit, an increase of $94,460.69. This
increase is due to changed conditions at the Toronto Union Station. This
account now receives credit with our Wheelage proportion of gross receipts from
restaurant, lunch counter and parcel room. Previous to August 11, 1927, the net
profit was credited to Account 133, and C.P.R. proportion recharged through
Account 152.

Account 152, Joint Facility, debit, $30,534.62.

A L

Mr. CuabLin: Is the CN.R. a stockholder in the Old Suspension Bridge
at Niagara? \

Mr. Henry: I do not think so. ‘

The CHAIRMAN: I?o.

Mr. CuapLIN: It is not a shareholder at all?

Sir HeENry THOrRNTON: No. ‘

Mr. Henry: Account 152. The Toronto Union Station, as explainedy
above, is responsible for $8,832.59, and certain traffic formerly considered joint
with the Wabash and accounted for through this account, now considered com-
petitive, and accounted for directly through appropriate revenue primary
account, $21,000 of a decrease. :

~Sir Henry THorRNTON: That represents all the items of revenue. We have

now dealt with the revenues and the expenditures., We can take up the estimates

now, Mr. Dunning? { ) E
A {Sir Henry Thornton.]
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Hon. Mr. Dun~iNg: Unless there is something in connection with the
accounts, unless they want to go over some revenues on the Eastern Lines.

Sir HENRY TrOorNTON: We have still the revenues on Eastern Lines. Does
the Committee wish to go over those? '

Hon. Mr. Dux~ing: They are on page 3?

Sir HeNry THORNTON: On the yellow sheets. Revenue on Eastern Lines.
Go ahead, Mr. Henry.

Mr. Hexry: Account 101, Freight. There was a decrease of $582,510.
There was a decrease of $931,809 as the result of the 20 per cent rate reduction
under the Maritinde Freight Rates Ac¢t. Had such reduction not been put into '
effect, there would have been an increase of $349,299. The difference between
these two is $582,510.

Account 102, Passenger, a decrease of $32,968. There was in increase of
$3,730 in Pa§ sengers Carried, but a decrease of $3,105,856 in Passengers Carried
One Mile, or 2.8 per cent. That is the reason for the decrease.

Account 104, Sleeping Cars, a decrease of $19,698. This is chiefly due to
~ the new train “Acad'iavn”, which was put on from July 1st to Séptember 26th.

, Account 107, Express. There was a decrease of $124,187. 1In 1926 the
Eastern Lines received 14.35 per cent of the System Express Revenue. This
was an arbitrary apportionment. Since July 1st, 1927, they have reéceived 100
per cent of the local, and mileage pro rate of through traffic, approximately
*12.38 per cent. This has reduced Eastern Lines Expr\ess'Revenues by $140,000,
and correspondingly increased Canadian National. Against this decrease we
have an increase of $16,000 in General Traffic. '

Account 114, Water Transfers, Passengers, an increase of $7,101. This
revenue represents fares of local passengers handled on the Prince Edward Island
Ferry. In 1926 this revenue was not separated from passenger revenues, and
was included in Account 102.

Account 115, Water Transfer, Vehicles and Livestock, an increase of $4,617.
Increased revenue from Transportation of Automobiles on the Prince Edward
Island Ferry, occasioned by more tourist traffic.

Account 131, Dining and Buffet, an increase of $6,902. That is due to the
train “Acadian”. |

Account 137, Demurrage, an increase of $13,746. In August, 1926, this
account. is charged with $10,000 cancelling demurrage assessed at Pictou, N.S.,
due to failure of railway to more promptly release cars. There was no cor-
responding charge in 1927.

Mr. HeNry: The next is No. 139, Grain Elevator. This shows an increase
of $5,864; inbreased revenue at the St. John elevator.

Sir HENrRY THORNTON ¥ That covers an item of revenue for the Eastern Lines.

Hon. Mr. Stevexs: Sir Henry, is the revenue from the Central Vermont,

‘and other lines, included?

Sir Henry THorNTON: You have everything but the Central Vermont.
The Central Vermont is under receivership, and has not been included.

Hon. Mr. Stevens: Are we going to have that?

Sir Hexry TrHOrRNTON: We can get it, yes.

Hon Mr. Stevens: Why not round off this income, or this revenue matter
at this point, and put in the Central Vermont figures?

/_ Hon. Mr. DusxinG: Is the Grand Trunk Western included in this?

Sir Henry THORNTON: Oh, yes. There is just the Central Vermont omitted,
and that is in the hands of the receivers. That is the reason we did not bring
these figures forward this year. ‘ i

[Sir Henry Thornton.]

\
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Hon. Mr. Stevens: What is the objection?

Sir HeNry THorNTON: We can get them, but there is nothing we can do
with them. i
Hon. Mr. Stevens: I think we ought to have them. It is a matter of

rounding off. the whole system.

Sir Hexry THOrRNTON: We tan get those figures.
Hon. Mr. DunNING: You have not them with you this morning?
Sir Hexry THorNTON: No. |

Mr. McLean (Melfort): Is that due to the faet that you are not
operating the road yourselves?

Sir HeNnry TuHorRNTON: The road is in the hands of the receivers. It is
out of our hands, technically. f

Mr. JeLurr:  Could you give us the approximate figure?
Sir Hexry THorNTON: We can give you all that to-morrow.
Hon. Mr. Dux~inag: It does not make any difference to the general

' accounts, under the present situation.

Hon. Mr. Stevens: I do not see why there should not be a frank state-
ment about it.

Sk HENmry TuHorNTON: There is no reason at all. I only left them out
because I did not think you would want to be bothered with them, as there
18 nothing we can do about them.

Hon. Mr. Stevins: I do not suppose we can do much with any of these,
but we could have the pleasure of looking them over.

Sir HeNry THorNTON:  We 'will give you that pleasure to-morrow.

Hon: Mr. Stevens: I would like to take this opportunity of complimenting
your staff on the splendid manner in which they have got these accounts
together.

Sir Hexry THorRNTON: We are getting experience. I.will be delighted
to have you look at these figures to-morrow morning. I would like to ask you

if T could be excused to-morrow morning. Mr. Henry, and the Vice-Presidents

ill be here to answer such questions as you may want to put to-morrow. We
have a dinner of our employees’ elub at Toronto to-morrow night. It is a
gathering of all of our staff of employees, and sometime ago, before I could
tell what the meetings of this Committee would be, I promised to go to that
dinner. I would like very much to go, not-that it is essential one way or the
other, but it tends to encourage the espirit de corps of the organization. So,
with your permission, I would like to be excused to-morrow in order to attend
thlat convention at Toronto, but I will be back here Thursday morning:

Hon. Mr. DuxNNING: I understand the Immigration Committee have called
You for Thursday morning.

I‘ ‘Sir Henry THORNTON: Yes, but I do not imagine that will take very
ong. i

Witnesses retired. |
The Committee adjourned until Wednesday, April 18th, at 11.00 a.m.
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MINUTES OF PROCEEDINGS

Roox 424, House or COMMONS,
WepNESDAY, April 18, 1928,

The Select Standing Committee on Railways and Shipping, owned, controlled
and operated by the Government, was called to order at 11 o’clock, a.m., Mr.
Goodison, the Chairman, presiding.

Members present:—Messieurs Cantley, Duff, Du)ming (Hon. C. A.), Fiset
(Sir E.), Goodison, Harris, Jelliff, Jenkins, McLean (Melfort), Milne and Stevens
(Hon. H. H.)—12.

R In the absence of Sir Henry Thornton, Mr. R. A. C. Henry, Director, Bureau
.~ of Economics, acted as chief witness. Mr. S. J. Hungerford, Vice-President, Mr.
. - T. H. Cooper, General Auditor, and other members of the official staff of the
~ Canadian National Railways, were in attendance to assist in giving answers to
~ Questions by members of the Committee; also representatives from the Depart-
~ ent of Railways. \

s On opening the meeting, the Chairman stated that Mr. Neill, M.P., who was
- then present, had requested permission to address a few words'to the Committee.
- Permission granted. : ' ‘

_ Mr. Neill’s remarks were in reference to a desired guaran%eed coal rate
shipped' from Vancouver Island in the Government Merchant Marine ships by
Way of the Panama Canal to Montreal, on a somewhat similar basis as the pro-

§  DPosed rate from Alberta to the Eastern Provinces, as announced some weeks ago
. In the House.

f After considerable discussion, Mr. Neill was assured that the matter was
. Under investigation and would be fully considered.

_ Central Vermont Railway mattérs were again taken under consideration
With regard to revenue and expenses.

; Mr. Henry submitted a statement for the year ending December 31, 1927,
38 compared with 1926, Income Account. '

S General discussion on this matter. Many questions were asked by Mr.
g Hﬁl‘ris, and answered by Mr. Henry and other officials of the railway.

_ Page 34 of the Annual Report of the Canadian National Railway System,
EL. Which shows the investments in the Central Vermont Railway, was by request
7 r. Stevens ordered to be incorporated in the record. ‘

Further discussion on Central Vermont Railway matters.

4 Resumed consideration of the Annual Report at page 21, under the heading
of ‘ Expenditures, less Retirements, during the year 1927, Applicable to Invest-
ent in Road and equipment.”

o Sy

B d Road: Items under this heading, from 1 to 23 were taken up separately
~ And considered.

The Chairman announced that it was one o’clock. \The question of the next
- Meeting was taken up and it was decided that the Committee would meet again
“Morrow, Thursday, at 11 a.m. : :

The Committee adjourned.
51604y o






MINUTES OF EVIDENCE

CommiTree Room 425,
House or ComMONS,

: ! WebpNespay, April 18, 1928.

The Select Standing Committee on Railways and Shipping met at 11
o’clock, am., the Chairman, Mr. W. T. Goodison, presiding.

The Cuamrman: We will come to order, please. Mr. Neill has requested

Permission to speak a few words, and we will hear him now. l :

‘Mr. Nemn: Mr. Chairman, I will only detain the Committee a very few

minutes, but I want to bring a small matter before them. The members of

- the House will remember that a few week's ago when the Minister of the Interior

announced the policy of the government by way of guarantecing a coal rate from
Alberta to the eastern provinces, I put a question on the order paper asking if,
in view of that fact, the government would be prepared to give an equal
guaranteed rate on coal shipped from the Vancouver Island coal mines in the
Government Merchant Marine ships by way of the Panama Canal to Montreal.
The Minister of the Interior, perhaps for want of a better answer, made the
- rather unusual statement that they had not been asked for such a rate. Of
Course, it is against common sense to think that the handicapped coal industry

- of British Columbia would not have their hands out for the same concession

given to Alberta, because British Columbia is in even a worse position. How-
ever, 1 want the Committee to note the very much implied promise given on
that occasion that the rate had not been asked for and therefore had(not been
- given, the inference being that if we asked for it, we would be in line, the only
reason given being that we did not ask for it. I now submit the formal request.

have a letter here from the biggest colliery on Vancouver Island, and I
.Will quote a couple of sentences:—

I note that in' the House of Commons on the 28th of March, you
brought up the question of preferential ocean rates being given to coal
mines on Vancouver Island, for shipments of coal to Montreal. T think
there is quite a possibility of business developing on the lines of your

- suggestion. You might take the matter up with the Canadian Govern-
\ ment Merchant Marine, in order that I may have some rate to work
upon. If a satisfactory rate can be obtained for our Comox coal, which
is an excellent furnace coal, I will immediately get in touch with the
Distributing Agencies in Montreal, and see if we can arrange to market
our coal in that city. Of course, it would be necessary to make all ship-
ments of coal during the summer months, and/it is quite possible that

this would suit the Canadian Government Merchant Marine.

That is all the quotation. If we can get a rate like that I believe it will
8reatly benefit us and benefit the coal consumers in Montreal.

I might mention that it would be a less costly rate to the government
‘because the limit is closer. I believe the government. will be heavily drawn
Upon in Alberta if the rate is to be a success. In our case it would require only
&' comparatively small guarantee to make it a success. It would be in fact
Quantity shipments; it would be shipped by the shipload, whereas the ships
Out there now are sometimes running with half freight. This would be a
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guaranteed source of freight, which copld be counted upon, and not in a small
way. They could load the entire ship' out there in a very few hours with the
special bunkering arrangements they have for that purpose. . ‘

I would like to leave this idea with the Committee and the officials of the
cémpany which runs these ships, and ask if & rate cannot be worked out which
would be somewhere in line with the guarantee given, to the Alberta people.
This, A believe, would be a constant source of revenue to the company and a
guarantee to our Vancouver Island coal mines.

/[ Hon. Mr. DuX~ixg: ~ Mr. Henry, what have you to say, aside from the
question of guarantee, as to the Merchant Marine taking that class of business?
Of cowrse, any arrangement at all similar in character to the arrangement

- with Alberta is a matter of government policy, but what have you te say as to

whether the Merchant Marine can give any information as to the practicability
of such a trade?

Mr. Henry: With regard to that: our Merchant Marine have looked into

© it to a certain extent and a little memorandum has been prepared. Really, we

have not any boats which are available for that service at the moment. Boats
which are now in the coastivise service are fully employed on other things.
Mr. NemwL: Is there not now a service from Vaftouver to Montreal?

Mr. Hexry: There is, but the boats in that service are fully occupied with 3

cargoes of lumber east-bound.

Mr. NemLL: All loaded to capacity?

Mr. Henry: All loaded to capacity.

Hon. Mr. Dun~iNG: Are these boats suitable for carrying coal, Mr. Henry?
What type.are they?

Mr. Teaxre: Because of their ’tween decks they are not properly fitted as
coal carriers. \

Hon. Mr. Dux~iNg: Have you any boats at all suitable for that?

Mr. TeaxkLe: We have two 4,400-tons boats without ’tween decks which we
“could use, but we consider these boats would be so expensive to operate that the

coal industry could not stand it. 7
Mr. NemL: Why would a 4400-ton boat be expensive to operate? Is it of
too small a capacity? ]

Mr. TeaxvLe: That is the answer. j 1
Mr. Nemwn: Can anyone tell me what size of boat is properly fitted for
carrying coal? : i
Mr. TeakLr: Ours are now operated in the general cargo trade. All of our

ships but these two are fitted with ’tween decks for the proper handling of ' |

general cargo, and it is that general eargo trade they are now operating. Both

of these small boats, of 4,400 tons, were used last year exclusively for carrying

coal between the mainland, Sydney and Newfoundland. They are not fitted
with ’tween decks. '

Mr. NeLL: Are they available? !
Mr. Teagne: They are available, but I think because of their small size

‘ and the length of time necessary to make the voyage from Vancouver and back

again, the expense would be so great as to make it impossible for the coal
industry to stand it. ; g
Hon. Mr. Dun~iNG: You will have the matter looked into further, Mr.
Henry? : ' :
Mr. Henry: Yes, it is under investigation now. \
Mr. NemvL: Thank you. ;
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Hon. Mr. Dunx~iNg: Mr. Chairman, when we adjourned yesterday it was
understood that we would come back to-day with the revenue and expenses of
the Central Vermont, in which Mr. Stevens was’ interested.

Mr. Hexry: We have here a statement of the income account of the Central
Vermont Railway for the year ending December 31st, 1927; as compared with
1926. As was explained yesterday the floods which oceurred in November of
last_year necessitated the Central Vermont being placed in the hands of a
receiver.

Hon. Mr. Dun~ing: This was for the period when i, was under operation .
by the Canadian National Railways?

, Mr. Hexry: Yes; well, really up to December 12th.

Hon. Mr. Dunw~ing: Mr. Henry, this statoment does not make it clear that
it 18 only for a ten months’ period.

Mr. Hexry: It is for a twelve months’ pcuod Mr. Dunning,.

Hon Mr. Dux~ing: For part of that time it was in the hands of a receiver.

Henry: Only from the 12th .of December, The flood occurred in
November but the operations were carried on by the Central, Vermont until
the 12th of December. /

Hon. Mr. Dux~ixg: I think if you m;nnmuzc the &xtuatlon that will be
sufficient.

Mr. Hexry: The operating revenue for 1927 was $8,504,642.16 as compared
with $9,382,484.74. Actually those revenues are only for ten months because

, of the floods which necessitated the diversion of through traffic.

The operating expenses in 1927 were $7,858,175.39 as against $7,640,647.65
the previous year. The tax accruals were ,$235 798.78, as against $225, 67545
leaving a railway operating income in 1927 of $409,646.41 as against 31,514,-
756.97. Had the flood not occurred, we were confident that the operations this
vear would have been an improvement over the previous year.

The CmARMAN: Does anybody wish to ask any further questions with
regard to this?

Hon. Mr. Stevens: I do not wish to ask any questions which will embarrass
the railway in its present position, and I do not think this one will. What is
the estimate of what it will cost to put this railway back into normal operation.

Mr. Hexry: Approximately $3,500,000.

Hon. Mr. Stevens: That includCx replacement and new construction?

Mr. Henry:, The operation may result i in a little deficit in addition to that.
This is reconstruction.

" Hon. Mr. STEVENS: That is to be expected under the circumstances.

Hon. Mr. Duxxixng: That sum is provided for by receiver’s- certificates
under the receivership.

Hon. Mr. Stevens: I understand that. When is it expected to get the road
into operation again? j

Mr. HENRY: Through service has'been inaugurated but not to the extent
We would wish. Probably in a month or two—about the 1st of June.

" Hon. Mr. Stevexs: These operations are not included?

Mr. Henry: No. - ' ‘ :

Hon. Mr. Stevens: Nor are the operations for the eastern lines in the last
half of last year?

Hon. Mr. Duxning: No.

. Hon. Mr. Stevens: But the first half of last vear of the eastern lines is *
included in the main statement?
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Hon. Mr. DunNiNGg: Yes. From now on under the provisions of the Mari-
time Freight Rates Act, the law arranges that the system shall not lose money
as a system east of Levis. The operations of the Maritime Freight Rate Act
means that, so that while the eastern lines are outside the system, the country
takes care of that deficit so that there is no concealed deficit, so far as the system
is concerned, but the separate statement which we went over yesterday is brought
down in order to show clearly how that law is working in its business effect.

Hon. Mr. STEVENS: Tlmt was kept entirely separate from the main account-

. ing system of the company?

Hon. Mr. DunxinG: Yes, and it will be in the future. It could not be prior
to the 1st of July last, when the Maritime Rights Act only came into effect on
that date. There has been a little confliction in the accounting in making the
comparisons, because of the six months’ break, but in the future it will be quite
clear-cut that the system as a system will come up to Levis on an even basis, the
State making up the deficits east, of that point.

Hon. Mr. Stevens: In the past, has the Central Vermont been included in
that main statement?
=~ Mr. Henry: Only last year.

Hon. Mr. Duvxing: It was brought into the income acmunt"

Hon. Mr. SteveENns: 1927 is entirely outside (?t the main/statement?

Hon. Mr. Dux~ing: Entirely out of the picture.

Mr. McLrax (Melfort): T notice this road did not quite carry itself last
vear. Is it expected that it will in the future, when it is renovated and rebuilt?

Hon. Mr. Dux~ing: There is one point in connection with the Cent.ral
Vermont, which I know Sir Henry (Thornton) would urge if he were here. As
some members of the Committee will remember, T had some doubt personally

whether from a business point of view it was worth while keeping the Central -

Vermont. I must say that Sir Henry (Thornton) has convinced me that the
value of that road to the system as a whole is unquestionable. - The earnings,

‘by themselves, in no way reflect the value of it to the system, because traffic

originating on our Grand Trunk Western Lines and destined to the American
seaboard passed through Canada, giving revenue to our lines in Canada, and
our outlet to the seaboard to which the freight was consigned by the owners, is
over this line, so there is an invisible contribution to the Canadian system
whieh it would fbe very hard to measure in dollars and cents.

Hon. Mr. Stevens: There are no Dominion government admn(e\ to this
road?

Hon. Mr. Dun~ing: No. There is this about it: of course, in so far as
the Canadian National makes advances—

-Hon. Mr. Stevens: I see an item here “ Interest on Dominion government
advances ”.

Hon. Mr. Dun~iNG: Th]s is a formal statement used in eonnection with the
road generally.

Hon. Mr. SteveENs: It showsno interest in that.

Hon Mr. Dux~ing: No, there is none.

ir Eveene Frser: But when this road is out of the receivership w111 it be

part dnd parcel of the Canadian National?

Hon. Mr. Dbf NiNG: It is bound to be a separately operated company. I
is wholly in the United States.

Sir Eueexe Fiser: Will it be included in the future staﬁemenhs of the
Canadian National? .

\

ot
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Mr. Hexry: That will depend upon the reorganization, General.

Hon. Mr. Dux~ing: I think we could say it would be accounted in the
general statement in one of two ways, either its operating results in growth, or
the deficit or surplus, as the case may be, included, as it was last year, as part
of the system generally. Mr. Hungerford tells me that the hope is to work out
of the receivership in such a way as to make the relationship precisely the same
as the Grand Trunk Western, which is presently included in the accounts.

Mr. Chairman, if there is nothing further on the Central Vermont, I think
1 should say for the Railways that we appreciate very much the manner in
which the authorities of the State of Vermont have met us in connection with
the operation of the line. I think the officers of the Company would desire
this to be made known.

Mr. Harris: Before we leave this, have we a statement of the assets and
liabilities of this road, in this statement?

Mr. Henry: To December 31st, 1927, no. We have it for 1926. The
road is in the hands of a receiver.

Mr. Harris: Who owns the railroad now?

Mr. Henry: The Court.

Hon. Mr. Dux~iNg: The Court of Vermont. We are, of course, the .
principal creditor. Jir ,

Mr. Hagris: We stand in the position of being the principal creditor?

Hon. Mr. Dun~ing: Yes. 3

Mr. Hagrris: The matter is in the hands of the Court now, and it 1s
question for the Court?

Mr. Henry: Yes.

Hon. Mr. Dun~ing: Under the law of the St‘).te of Vermont.

Mr. Harris: What is the Court? X
R Hon. Mr. Dun~ixg: Tt is a Federal Court we are usmg for the purpose.

B Mr. Hagris: That is what T wanted to get at.

‘ The CI;AIRMAN Sir Henry (Thornton) stated when here that it was the
expectation that it would be settled before long, and that the C.N.R. would be
to all intents and purposes the owner, when they got through the receivership.
The State officials are very, very favourable to the Canadian National Rail-
ways. |

Mr. Hareis: T understand it is a Federal Court.

Hon. Mr. Duxying: With regard to the 1e(e1ve1~h1p- it' is a Fedeml

- Court, but, with regard to the relationship of the Railway, it is a State matter.
It is a State corporation.

Mr. Harris: Then the whole matter is in the hands of the State of
Vermont?

Hon. Mr. Dux~iNg: No, the Federal Court, but the State of Vermont
could make a great deal of dlﬁiculty in connection with the reorgamization, if
the State authorities were not favourable to Canadian National ownership and
operation of their line. It is a State charter, in the first place, but the actual
receivership is being carried on under a Federal Court, not under a State Court.

here was a minority interest, vou will remember, when we received 1t in

Previous years, a mmorlty stock interest.
Mr. Harris: A State interest?
Mr. Henry: No, a private interest.

Mr. Harris:  As I understand it now, the real ownership.of the ,rallroad
18 vested in the Federal Court?
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Hon. Mr. Dux~ing: Until the receivership is owver.
. Mr. Harris: How long do you think it will be before the Canadian
National, as principal creditor, will get back into the position of ownership?
Mr. Hexry: That is a matter of adjustment with the Court; I could not
_say. It might be three months, or it might be six months.
Mr. Hagrris: Is it the view of the C.N.R. that it would be real good busi-
ness to get back into ownership, and take their loss?
Mr. Hexry: Yes.
Mr. Harris: What will be the probable loss?
Mr. Hexry: That cannot be ascertained until the receivership is dis-
charged, Mr. Harris. It will depend upon the reorganization which results.
Mr. Harris: The road has been in operation a long time; have you any
way of ascertaining the real value of the ownership?

Mr. Hexry: The only thing I can say in that regard is what the Inter-
state Commerce Commissipn have placed on it from the standpoint of the cost
of reproduction. I think it is in the vicinity of $22,000,000. :

Hon. Mr. Dux~ing: That is, the Interstate Commerce Commission?

Mr. Henxry: That is the Interstate Commerce Commission’s valuation.
'%‘h(;] .ini'estment in road and equipment is a little bit higher than that, $23,000,000,.
| think. \

Mr. Harris: It will be a good deal higher by the time it is rehabilitated.

»  Mr. Henry: That is a question of whether this rehabilitation -is an
operating charge or not.

Mr. Harris: . Of course you have no statement of assets and liabilities?

Mr. Hexry: Not up to the 31st of December, 1927, but for 1926 I can
give it to you. 4
. thl}P/Ir. Harris: Have you sinking funds to take care of depreciation and so
orti

I:zIr. Hexry: They had for a certain amount of depreciation.

Mr. Harris: What proportion? \

Mr. Hexry: The acerued depreciation as of December 31, 1926, was
approximately $1,000,000. \

Mr. Hagris: That was not very much? :

Mr. Henry: That was largely a depreciation reserve set up on account
of Equipment. !

Mr. Harris: It would not be on fixed assets at-all?

/  Mr. Hexry: Therelis only $200,000 odd for roadway accounts. 2

Mr. Harris: What would the policy of the C.N.R. be with regard to
replacements; would they all be listed in their balance sheets as assets, or would
any proportion go in as replacements? :

Mr. Hexry: Well, in that regard, so far as the Central Vermont is con-
cerned, we are obligated to keep our accounts in a certain way. I suppose it is
the Interstate Commerce Commission regulations that would govern.

' Mr. Harris{ They would govern in the operations in Canada?
»  Mr. Hexgry: “No. Well, we have a similar system of accounts; generally
speaking they follow the same line.

Mr. Harris:  In the final analysis, these, betterments will go into capital

* account? ; ;
\ Mr. Henry: In so far as we are able to convince the Interstate Commerce
Commission that they are capital accounts.
Mr. Harris: Who decides that?

N

i
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Mr. Hexry: That is the Accounting Officer of the Central Vermont Rail-
way, or whatever it is called whent comes out of the receivership.

Mr. Harris: Would you care to express an opinion as to the efficiency
with which the C.N.R. so far has been able to convince the Interstate Commerce
Commission and also ‘the like body here in Canada that certain renewals,
replacements and betterments should go into Capital Account? \

Mr. Hexry: In the United States, the Interstate Commerce Commission
is fairly rigid; they review them, they send their Inspectors around to review
the Divisions. They have to do that because of the provisions of the Trans-
portation Act. But in Canada there is no such body, and therefore it is largely
a question of an interpretation of the general rules underlying the accounting
system. / :

Mr. Harris: Have you any view of that interpretation by the Dominion
Government at all? ‘

Mr. Hexry: The Dominion Bureau of Statistics have a classifieation of
accounts which corresponds in the main with those issued by the Interstate
Commerce Commission.

Mr. Harris: They have no authority to see that their cladsification is car-
ried out? 2 L

Mr. Coorer: It is governed by the Railway Commission. They have
issued road and equipment specifications, wltich we have to adopt and carry
out, : i

Mr.- HeNry: But Mr. Harris means the policing of it afterwards.

, Mr. Coorer: We return to them. They do not go around and check it
OvVer. i

Hon. Mr. DunNiNG: But your Auditors, I presume, check you up, as
against the regulations? :

Mr. Cooper: These are regulations to specify the expenditures correctly,/
and in addition our accounts, are certified by outside auditors, chartered
accountants.

Sir Eveene Fiser: There is no departmental audit, as far as the Depart-
ment of Railways is concerned?

Hon. Mr. Dun~ing: No. There is an independent audit, and the certifi-

B, _cate is here. Of course the Bureau of Statistics has the same right to enforce

their standards. ‘

Hon. Mr. Stevens: -Would there be any objection, Mr. Chairman, to
having the investments in the Central Vermont as set forth in this statement
at page 34, put into the record at this point? They are here, and are public.

Hon. Mr. DunNinNG: Not at all. ]
/Hon. Mr. Stevens: That is not any embarrassment, is it?
Hon. Mr. Dunnixg: Not at all. ‘

(Statement follows):



68

-

SELECT STANDING COMMITTEE

A/C 706—INVESTMENTS IN AFFILIATED COMPANIES

Amount own-

Company Amount, by Book
outstanding Can. Nat value
{ System
$ cts. $ cts: $ cts.
“A”—STocKsS—
Atlantic and St. Lawrence Rail Road Company......... 5,484,000 00, 224 33
The Belt Railway Company of Chicago................ 3,120,000 00 240,000 00,
Central Vermont Railway Company.. ceve.o.| 3,000,000 00| 2,191,100 00
Chicago & Western Indiana Railroad (ompany ........ 5,000,000 00, 1,000,000:00)
The Detroit and Toledo Shore Line Railroad Company 1,428,000 00, 714,000 00
The Ontario Car Ferry Company (anted) ............ 500,000 00 250,000 00
The Toronto Terminals Railway C ompany 50,000 00 25,000 00
The Toledo Terminal Railroad Company. . 4,000,000 00 387,200 00]
Detroit Terminal Railroad Company................... 2,000,000 60| 1,000,000 00
Canadian Government Merchant Marine, Limited ... ... 460,900 00 900 00,
\ 25,042,900 00| 5,808,424 33| 1,516,785 91
#B""—BoNDs—
Atlantic and St. Lawrence Rail Road Company......... 3,000,000 00 3,000,000.00
Central Vermont Railway Company 5% Gold Bonds. 12,838,300 00| 4,229,300 00|
Chicago & Western Tndiana Railroad Consolidated Bonds 49,298,666 67| 2,187,000 00
The Detroit and Toledo Shore Line R.R. Co. First 3.
MertongeBonds. |12l iU IR N S Vs iR 3,000,000 00 587,000 00
The Muskegon Railway & Navxgatlon Co. First Mort-
ghoe Clold Banle. >0 | G0 T o/ W) oo it 20 08 571,200 00 55,300 00| -
The Toledo Terminal Railroad Cnmpdny 5,241,000 00) 137,000 00 p
The Taronto Terminals Railway Co. 5%, First Mortgag
L T s CRS R S T U O M e I S e 12,582,100 00f 6,291,100 00
86,531,266 67| 16,486,700 00| 16,456,591 80
it S
Central Vermont Railway Compa.ny ................................................. /8,041,905 52
“D"—ADVANCES—
Canadian Government Merchant Marine, Limited.......|. ... ... ..o fooiiiiiniin. 565,760 57
Eential Verniont: B bwisr ComBRRY: Lt vls spann iy oo b s e 5ot e ke el SR e 12,850,343 15
Chicago & Western Indiana Railroad Company.........J.....cviiiiifion it 638,114 66
The Muskegon Railway and Navigation Company 44,084 78

Total Balance Sheet A/e No. 706...............
|

14,098,303 16

| 40,113,586 39

Hon. Mr. STEVENS:
to the Central Vermont.

It might be well to complete the record with regard
I want to ask a question, which Mr. Henry can answer

and clearup. On page 34 of the Canadian National Railways Report for/1927,

the heading is “Investments in Affiliated Companies;
is an item, Central Vermont-Railway Com
amount owned by the C.N.R. System $2,

that is ordinary stock of the Railway?

Mr. HENRY:

Vermont, prior to the receivership.
Hon. Mr. Stevexs: That is the ownership of stock?

Mr. HENRY:

Hon. Mr. STEVENS:

(a)

That is the stock ownership.

Stocks.”

Then there

ny, amount outstanding $3,000,000,
91,000. Now, do I understand that

That is the control which the C.N.R. exercised over the Central

/

P

Next we have under bonds, Central Vermont Railway

5 Per Cent Gold Bonds, amount outstandmg $12,838,000; owned by the C.N.R.
$4,229,300?

Mr Hexry: That is correct.

Hon. Mr. Stevens: Might I ask this; there is $12,000,000 outstadmg Do
x understand that the $4,229,000 is held in the treasury of the CN.R. as an

asset?

Mr. HExgY:

|
A

That is right.

\
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Hon. Mr. Stevens: Farther down, under (¢) we have an item, Notes,
Central Vermont Railway, $8,041,905. Does that mean advances to the Central
Vermont Railway? .

Mr. Henry: That means advances to the Central Vermont Railway, for
which notes were received.

Hon. Mr. SteveNs:  Secured by notes of the Central Vermont?

Mr. Hexry: Yes. :

Hon. Mr. Stevens: And held in the treasury of the Canadian National?

Mr. Hexwy: Held in the treasury of the C.N.R.

Hon. Mr. Stevens: Let me go a step, farther. ;

Mr. Hexgry: Under (c¢) I think that relates to the Southern New England,
does it not, Mr. Cooper? .

Mzr. Coorer: Yes. .

Hon. Mr. Stevenxs: I did not get that.

Mr. Hexry: That relates to advances on the Southern New England and
in turn advances to the Central Vermont.

Hon. Mr. Stevens: But it is all in the receivership?

Mr. Hexry: Yes.

Hon. Mr. Stev E\Ié Then under (d) we have, Advance~ to Central Vermont

Railway Company $12,850,343.

Mr. Hexry: Those are advances made by the C.N.R. and the old Grand
Trunk Railway from time to time to the Central Vermont proper, for other
purposes than the Southern New England.

Hon. Mr. Stevens: Let me ask this; does the $12.850,000 and the $8, 000 000,
making $20,850,000, represent loans or advances to the Central Vermont Rail-
way? \

Mr. Hexry: That is correct.
Hon. Mr. Du~niNe: - Much of that, Mr. Stevens, occurred before the
Canadian National came in. &
. Hon. Mr. Stevens: 1 am not asking this in a spirit of criticism; T only
desire to get the facts. )

Hon. Mr. Dux~inG: T just want to get the picture clearly before the Com-
mittee. This goes back to the day's of the old Grand Trunk, heforé the days of
the Canadian National.

Hon. Mr. Stevens: Then there are the Central Vermont bonds. Those
bonds represent advances as well? '

r. Henry:  Well, they were bonds which the old Grand Trunk had
ac_quired, and exchanged for advances for. betterments and so on.

Hon. Mr. Stevens: Roughly, the investment would be $25.000 006?

Mr. Henry: Yes, $26,000,000; it is nearly $27,000,000, a little over
$27,000,000, with the stock.

Mr. Coorer: That is, taking all the stock. \ : \
Hon. Mr. Stevens: I left the stock out. ,
Hon. Mr. Dux~ing: I am willing to put it in. 3

Hon. Mr. Stevens: There is $25,000,000, represented in bond% notes and_

advances?
Mr. Henry: That is right. /
Hon. Mr. Stevens: And $2,191,000 of stock? |
Mr. Hexry: That is correct.

Hon. Mr. Stevens: That represents the total investment in the Central :

ermont. }
J o
A}
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/

Mr. HEnry: Yes. s
Mr. JENkINS: Are those 5 Per cent Gold Bonds in the hands of the etock-
holders?

Mr. Hexry: The balance. :

Mr. Jenkins: These people would only realize a fraction?

Mr. Henry: Well, they are guaranteed by the Grand Trunk . Railway
Company of Canada.

Mr. Jexkins: Those bonds would bear 5 per cent?

Mr. HenNry: They would bear 5 per cent.

Mr. Jexkins: And Yhey will continue to do so?

Mr. Hexry: It depends upon the outcome of the receivership.

Mr. JEngins: Is the whole $12; 800 000 guaranteed?

Mr. HENry: Oh, vés.

Hon. Mr. Stevens: That involves the contmgent liability of an additional
$8,000,000?

Mr. Hexry: They are being taken up, as a matter of fact.

Hon. Mr. Stevexs: That would mean $33,000,000?

Mr. Henry: That would mean $33,000,000, yes.

Hon. Mr. Stevens: And $2,000,000 worth of stock?

Mr. Cooper:  The $2,000,000 of stock does not represent a cash investment.

Hon. Mr. Stevens: That is the reason I did not include them in the
summary I was making.

Mr. JeLuirr: Are the notes and advances secured in any way?

Mr. Henry: They are secured merely by mnotes of the Central Vermont;
there is no collateral, other than the Central Vermont notes.

Hon. Mr. Dun~NiNG: It strengthens our position before the court.

Mr. McLean (Melfort): What is the total estimated value of the road
now, $22.000,000, did you say? | / ) )

Mr. Hexry: I said that the investment in road and equipment was
$23,000,000. 2

Mr. McLrax (Melfort): Some of that would be dissipated by the flood,
I suppose? ~

Mr. HeENrY: Yes.

Hon. Mr. Dun~Ning:  That is an important point, Mr. Stevens. 1 was
jast trying to get it straightened out, before I put the question, but perhaps I
can get it straighter by putting the que«tmn Mr. Henry, the Central Vermont
system was improving year by year in its financial showing?

Mr. Hexry: There is no questjon of that.

Hon. Mr. Dun~ing: I remember that Sir Henry indicated that there was
a likelihood of the Central Vermont carrying itself during last year, 1927. Will
you explain to the.Committee just what was meant by that?

Mr. Henry: That means that it would have paid the interest charges,
and all advances made by the Canadian National Railway, except that $8,000,000
made on behalf of the Southern New England. The arrangement there, made
by the old Grand Trunk, was that that should not pay interest until the Southern
New England was in operatlon and earning interest.

Mr. Durr: Did the C.N.R. pay cash for that $4,429,000 of bonds, or were
they additional assets taken over when you acquired the Grand Trunk?

Mr. HeNry: There were certain four per cent securities in the hands of
‘the old Grand Trunk, totalling about the same amount, and they were oﬁered

/
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for exchange in 1920. They represented advances which the Grand Trunk had
made from time to time, for betterments to physical proprety rather than
anything else. 2

Mr. Durr: 1 am trying to find out if it.is actually cash advanced by the
C.N.R., or'if it was part of the assets taken over irom the Grand Trunk?

Mr. Henry: It was part of the assets taken over.

Mr. Durr: Tt is not cash advances? ‘

Mr. Henry: $4,000,000¢ is not cash advanced, but represents first mort-
gage bonds held in the Treasury, for which the old Grand Trunk paid cash.

Mr. Durr: When you bouglt the Grand Trunk did you have to pay
$4,000,000 for those bonds?
- Mr. Henry: They were simply in the general assets.
b - Mr. Durr: You did not pay cash-for them?
5 Mr. Hexry: The Government acquired the stock of the Grand Trunk,
and inherited all the assets and liabilities.

Mr. JeLuirr: It showed your intérest in the road, anyway?

Mr. HeENrY: Yes.

‘ Hon. Mr. Dun~NiNnGg: There is no doubt that the condition of the Central
- Vermont, under Canadian National management, has improved as compared

b with the old days of Grand Trunk management. S
B Hon. Mr. StevenS: - It seems™o be steadily improving. ¢ ‘
Hon. Mr. Dun~NinGg: Yes: T

Mr. Henry: The investment T gave here does not represent all the assets
- of the Central Vermont; it has a transportation company as well.
. Mr Hagris: T would like to get a statement of the assets and liabilities,
~ if possible.
Mr. Henry: @ Could we give them, as of the date of the receivership?
Mr. Coorer:  No, you would have to ask the court for them.
Mr. Hexry: We would have to apply to the court for that, Mr. Harris.
Hon. Mr. Dun~ing: We have the statement for the 1926 assets and
liabilities. ; '
Mr. Harris: 1 was just following Mr. Henry’s statement.
e Mr. Henry:© We could easily put that on the record. I have the report
@ of December 31st, 1926. £
il e tl};lr. Harris: The remarks you made are based on that particular state-
~ Ment?. - ;

. Mr. Hexry: No, the remarks that have been made with respect to the

Canadian National investment, have been made from our report which has

been filed.

; Mr. Harris: I do not see how you are able to give us an income state-

~ Ment, and, at the same time, you are not able to give us a statement of the
assets and liabilities?

Mr. Henxgry: The reason for that is because the books are in the custody
of the court. ’

24 Mr. Hagris: They were in the custody of the court before this was made
- Mr. Hexgry: We had those figures.

Mr, Harris: You must have the others?
'‘Mr. Henry: No.
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Mr. Hirris: How is it that you have this and you have not the assets
and labilities? |

Mr. HeNgry: The assets and liabilities are a different thing, Mr. Harris.

Mr. Harris: It is the same set of books?

Mr. Henry: It is the same set of books, but the inter-relationship which
existed between ourselves and the Central Vermont was such that they fur-
nished us with a menthly income aceount; they did not furnish us with monthly
balance sheets. :

Mr. Hagris: This is not a monthly statement, it covers a six months’
period. , | : :
‘Mr. Henry: That is a result of the monthly situation.

Mr. Hagrris: We have no statement of the assets and liabilities of the
Central Vermont Railway, except that one for the, period ending December
31st, 1926, is that right?

Mr. Hexry: We could produce one by ecing to the court and getting it,
as of the date of the receivership.

Mr. Hagrris: You ha\.e\none in your possession at the present time?
Mr. Henry: No.

Mr. McLran (Melfort): Was it not due to the cﬁange in the assets and
liabilities of the road that it was handed to the 'receivef?

Mr. Henry: The reason it went into®the hands of the receiver was
because of the necessity of raising $3,000,000 to rehabilitate the road.

Mr. McLeax (Melfort): To- repair the damage done to tHe assets, and
provide for an mcrems? in the liabilities?

Mr. Henry: To repair the damage done to the roadway to permit it to
operate at all. There were ninety miles of road which were absolutely washed
out. 1 ,

Mr. McLeax (Melfort) : Would that not affect your assets?

Mr. Hexry: Whenever receivers’ certificates are issued, either for this cost
of rehabilitation, or for the operat-mg deficits which result durlng the receiver-
ship, they will have to be a prior charge, and will have to be taken care of
before the interest of the National Railways. Naturally, when it emerges, it
will have some portion of this addltlontl charge on it.

. Mr. Harris: On what statement whas the road put into receivership? There
must have been a statement which was the basis of ordering the receivership?

N Mr. Hengry: I think it was done by the National Railways applymg to the
court, it being the largest investor. }

NMr. Harris: They must have had a statement before them.

yr Hexry: Oh, ves, they had a statement of the amount of money required
to put it into shape.

Mr. Harris: This is not the statement?

Mr. Hexry: No, that is the income account; it represents the results of
operation.

Mr. Hagris: I do not want to embarrass the rallway in any way, but is it
‘possible that we could have the benefit of the statement on which you based

your judgment that it should ~go into receivership; you bemg the largest

creditor?

Mr. Hexry: I think we have it, but I do not happen to have it with me to-
day. I do npt think there would be any objection to presenting that.

|
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- Mr. Harris: I do not feel that the Committee has any real information.
~ They have this, but it has nothing to do with the receivership, or nothing to do
~ with the standing of the Central Vermont Railway.
o The Cuamrman: The first day Sir Henry was here he gave us a statement
¢ that the reason for asking that it go into receivership was that the Canadian
National did not feel disposed to spend all of this money on re-establishment,
and let the minority shareholders have the benefit of it.
Mr. Harris: I quite appreciate that, but it would be better if the Committee
had the statement on which he based his judgment.
Mr. Hexry: That was largely, Mr. Harris, an estimate of the amount of
money involved to rehabilitate it, which estimate resulted from an inspection
made by our officers following the flood.
Mr. Hagris: Perhaps the Committee is satisfied to take Sir Henry’s judg-
. ;nent, but, at the same time, they would like to see the facts on which it is
:7) gﬂsed 2
Hon. Mr. Dun~ing: There is one way in which we could possibly arrive
- at that; we could take the 1926 badance sheet, and we know that there requires
- to be added, in the form of expenditures, $3,500,000. -
e Mr. Harris: We do not seem to be able to get information on the gap in
as there, between 1926 and the time the C.N.R. made up their mind it was good
- business for this road to go into the hands of a receiver. If it is not in the
- interest of the railway to give that information, as to the statement of assets
and liabilities, and they object to it being given, I do not want it. If there is
~ no reason why it could not be given, I do not see why the Committee should not
- haveit. :
’ Hon. Mr. Duxning: There is a way in which we can arrive at an approxi-
‘mation, at any rate, of the assets and liabilities. We have before us the 1926
statement of the assets and liabilities; we know that the receiver is now expend-
~ing money, and we know, because of our interest in the property, the approximate
total of the money which is being invested in the property to replace what
was destroyed by the flood. There is unquestionably an addlt}on. to the
liabilities, as it now stands in receivership, of $3,500,000, over the liabilities at
the end of 1926. 7

Mr. Henry: Plus the operatifig deficits.

Hon. Mr. Duxnixg: If the Committee could do anything about that, I
do not know of any reason why any information should not be given to the
Committee. If there is such a thing as a balance sheet up to the time it went -
finto receivership, I know of no reason why it should not be produced.

Mr. Hexry: We can produce one, Mr. Dunning. .

Hon. Mr. Stevexs: I do not see any objection to it. I think you are a
~ little unkind to the Central Vermont, in your summary, because out of t.hls
~ three or four million dollars to repair the damage of the flood, a certain portion
of it would undoubtedly have an added benefit to the roa_d, Whlqh vygu_ld mean
& partial increase in the assets, as well as a total increase in the liabilities. :

Hon. Mr. Dun~ing: Sir Henry admitted that in his first statement with -
Tegard to this matter. : .

Hon. Mr. Stevens: It cannot be dscertained until theixmprovements are
~ completed, and the expenditures made, just what the effect VVl'u l?e? : ;
¢ Mr. Hexgy: That will not be known until the receivership is dlscharged..

Hon. Mr. Stevens: In the meantime, it does seem to me that Mr. Harris’
request is not unreasonable. That is, a statement of the assets and lxabllltles,
* at the time of the receivership, should be given. May I say this; Mr. Chairman,

61604—2
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and I have been hesitating very much to ask the question, that I think your own
statement bears out the fact that there is nothing to be gained by any secrecy
here.

Hon. Mr. Dunning: Not at all, especially with respect to the accounts.

~ Hon. Mr. Stevens: You have published this, and the whole world has it,
and you may rest assured that it is carefully analyzed by anyone interested.
The upshot of it is that the Canadian National Railways is, by long odds, the
main creditor of this road, and the equity of the minority shareholders only
amounts to nothing minus something.

Hon. Mr. Dunn~iNGg: There are the bondholders as well.

Hon. Mr. Stevens: Of course, that is a different thing. You are responsible
for the bonds?

Hon. Mr. Dunx~ing: There is no possibility of embarrassment to the receiver-
ship, as I see it, in discussing anything which is in these accounts. There is
only one thing to bear in mind, and that is that the minority stockholders arve
all citizens of the United States, and citizens of the State of Vermont. \

Sir Everne Fiser: How would you propose to raise the money to pay for
*whatever deficit may exist, that $3,000,000 that you mentioned? Do you
propose to issue new bonds, and guarantee the bonds, or do you propose that the
Government should vote it yearly, and treat the Central Vermont in the same
manner as you are treating the Eastern section of the National?

Hon. Mr. DunnNinG: They are not going to do that; whatever happens that
will not be done. Any reorganization will have to wait on the outcome of the
receivership, there is no question about that. Until the court determines just
who is who, and what is what in the matter of claims of creditors, there cannot
be any definite statement made as to where we might go from there. We have
every assurance, from ‘the manner in which the court proceedings have gone
so far, that there is a disposition on the part of the American courts to treat
the Canadian National’s interests in the property very fairly. That is not
saying too much, is7it, Mr. Hungerford?

Mr. Huxcerrorp: That is the situation.

The CramrMAN: Have you any further questions on the Central Vermont?
. If not, we will go on with the rest of the accounts. We will take up Expendi-
tures, less Retirements, during the year 1927, applicable to investment in road
and equipment. This appears on page No. 21. You will notice that we have
both the Eastern lines and the Canadian, National; they are tabulated together,
although they are separated. ]

Mr. Hexry: The first item is “ Engineering ”—

Mr. Hagris: Mr. Chairman, before we go into that, is it possible for us to
get a little more definite statement with regard to the authority upon which
certam items go into investment in road and equipment, and how that authority
is reviewed afterwards? I understand the authority comes from the manage-
ment of the C.N.R., but is there any review of that authority by anybody in
Canada who has the authority to act?

Mr. Hexgry: I do not think so.
Mr. Coorer: The auditors of the Department of Railways and Canals
e;:amine our charges to Capital accounts.

Mr. Harris: Have you found in your experience, say, in the last year that
they recommended that some of these items you have charged here to road and
equipment should perhaps be charged to expenditures or retirements?

Mr. Coorer: No, I do not think they would have any grounds for suggesting
that. I think our accounts are correct.
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Mr. Harris: I quite appreciate that you are 100 per cent efficient, but we
are not all infallible. Have you had any instance. where the auditors have
found it necessary to question your charges to road and equipment?

Mr. Coorer: No, I would say not. I would say, though, that they from .
time to time ask us as to the basis for the division between operating and
capital.

Mr. Harris: And the answer you give them is final, as far as they are
concerned? In other words, you become almost a law unto yourselves? :

Mr. Coorer: I would say this: if they go over our work in that way
they would need a staff almost as big as we have. b

Mr. Harris: Perhaps you could tell us how the Inter-State Commerce ~
Commission does it?

Mr. Cooper: The Inter-State Commerce Commission does hot—

" Mr. Harris: We had the statement a while ago that their' inspectors did.

Mr. Coorer: I was going to make an exception to that. Except for
special investigations it is not the practice of the Inter-State Commerce Com-
mission to police the charges to capital-account. They hold the railways

severely -accountable for carrying out their instruction and provide severe
penalties for failures.

Mr. Harris: But not in this country?
Mr. Cooper: I do not know of any penalties in this country

Mr. Harris: The matter is entirely within the hands of the management
of the C.N.Ry within reason, as to where you will place these costs, whether

~ they go into road and equipment or into capital charges.

~* Mr. Cooper: Yes. We have independent auditors, who are also respons- :
ible for the checking of our distribution—

Mr. Harris: 1 quite appreciate that they do not go beyond that.
Mr. Cooprer: Yes, they do.
Mr. Hareris: How far?

Mr. Cooper: I would say, to a very great extent. They check us up and
take exceptron to some of our distributions, and we have to agree between us
as to what is the correct distribution.

Mr. Harris: Would you enlarge on that a little farther, and enlarge the
Point you raised some time ago about the Railway Commlssmn having some
8ay in the matter?

Mr. Cooper: T do not just gather that question. :

Mr. Hagrris: T raised the same question earlier to-day. 'Somebody sald
that the Railway Commission had some review in this matter.

Mr. Coorer: No. The accounting regulations governing the charges to

- investment account were issued by the Board of Railway Commlssmners of

Canada.
Mr. Harris: And your auditors work under those regulations?
Mr. Cooper: Yes, absolutely.

Hon. Mr. Dun~ing: Are those regulations placed in the hands of the
Outside independent auditors?

Mr. Coorer: Yes, they are just as cognizant of them as we are.

' Hon. Mr. Dux~inag: It is part of their duties to audit your compliance
With these regulations?

r tMl Coorprr: Yes sir, and they certify here that those accounts are cor-
e

616042}
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Mr. Bewn (Deputy. Minister): Mr. Cooper, if you would explain the
relationship between the American Railway Accounting Officers Association
and the Commission in classifying these accounts, and working out these dis-
.putes, it might clear up something which Mr. Harris wants to know.

Mr. Cooper: The classification of investment accounts as prescribed by
the Commission was drawn up after consultation with a committee of the Rail-
way Accounting Officers Association. All of the Classified roads in the United
States are members of the Railway Accounting Officers Association. The classi-
fication, before adoption by the Inter-State Commerce Commission, was dis-
cussed with the Railway Accounting Officers, and it is the concensus of their
opinion that this classification is the proper classification to adopt. From time
to time the Railway people do suggest revisions of that classification, and they
are discussed by the Association and recommended to the Commission, and if
agreed to by the Commission are made parts of the classification.

Mr. BeLr (Deputy Minister): As a matter of fact, no change is made
without referring it to the Accounting Association to get their opinion and
the opinion of the leading accounting officers from one end of the country to
the other.

Mr. Coorer: They always get the opinicns, but they do not always follow
them.

Hon. Mr. Dun~ing: When you say “accounting officers” you mean ‘the
accounting officers in Canada or in Canada and the United States?

Mr. Coorer: Both.

Mr. BeLL (Deputy Minister): All the leading railways are members of
that. I might say, Mr. Harris—I do not know what it will be worth—that our
classification of accounts as between operating and investment is as correct
as it is possible for railway accounts to be made. You understand, that is only
my personal opinion.

Mr. Harris: Over what period of years?

Mr. Cooper: We are talking about the present year, 1927, but my experi-
ence goes back to the commencement of the Canadian National Railway
system.

Mr. Harris: I do not want to divert from this argument, Mr. Chairman,
but I want to make this one observation, that the increase in the capital assets
as shown by this statement is certainly rather out of proportion to the real
value of the railway as it stands to-day.

"Hon. Mr. Dun~ing: Mr. Chairman, that is rather important. If that is 1

80, I think we should have it demonstrated and have the officers examined on
that point. If there is an inflation of the capital account, I think it is the
most important thing that could come before this Committee. (To Mr. Harris.)
I think you had better proceed on that. I, for one, want to know if that is the
case.

Mr. Harrs: I would ask if Mr. Cooper, along the same accounting system,
could not enlarge on that and give us some idea of what sort of sinking fund
or reserve is built up in this regard, to take care of the depreciation of rolling
stock which is in the capital asset account.

~ Mr. Coorer: That has nothing to do with the i)ublic charges to the
investment charges themselves. That is another part of the balance sheet
altogether. ‘

_Mr. Hagris: T appreciate that, but the Minister seems to be anxious to
“review that part of it. It has nothing to do with page 21.
. - Mr. Henry: Mr. Harris, this general statement may be taken as represent-
ing the point you raised last. The Canadian National Railways, except on
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those lines operated in the United States, do not set up any depreciation or
retirement reserve either with respect to roadway or equipment. What it does
do is to charge to the current year’s operations the cost of retiring thosegunits
which go out of service during that year, and in cases where there is a part
retirement and a part betterment, the rules which the accounting classification
provides as to that distribution are used to determine the amount to be charged -
to capital and maintenance, as the case may be. With respect to the United
States lines the 1.C.C. classification makes it compulsory for the railways to

- charge to their accounts each year an amount representing depreciation on
equipment. It does not make it mandatory, but allows them to do that if they
want to—to charge to their account depreciation upon their road items.

Mr. Hagris: Under our system here, we do not do that?

Mr. Henry: We do not do it, no. :

Mr. Harris: Would it be safe to say that the original cost of that particu-
lar asset would be found in the total assets of the railways?

Mr. Cooper: No, it is written off. As a unit of equipment is retired it is
written off. : :

Mr. Hagrris: The unit of equipment purchased and put into operation is
included in the assets? :
Mr. HENRY: Yes.

Mr. Harris: But, we will say, it is operated for a year and its depreciation
is thus and so: there is no fund on the other side of the books to take care of
the depreciation for the year gone by. '

Mr. Hexry: It is a question whether in a large institution.such as a
railway, covering thousands of miles and thousands of items—

Mr. Harris: I appreciate that. I do not say for a moment that we should

i do thus and so. I want to bring out this particular point as it strikes me. You

put this piece of rolling stock, which is really an asset, on the road, and then
you retire it and put in some new elements on the road, and you operate them
for a year. They stand on the books at 100 per cent of what they cost. Now,
" you start in and operate them for a second year, but you have no sinking fund

to take care of the depreciation for the first year, and so at the end of the
second year they stand on the books at their original cost.

Mr, Hexry: It is just a question whether in the operation of a large
company such as a railway company extending over thousands of miles, it
really makes very much difference over a period. The reason for that is this:
that whilst it is true that proportion of the life of the various elements used
is exhausted each year; it is equally true that there is charged to the expenses
of that year, in respect to this item which was retired, the entire life, so that
even if you had a sinking fund reserve over a long period, it is questionable
. whe;:her it would make very much difference’ In a gpecific year it probably

would. ‘

Mr. Harris: I would like to follow this a little further. During the last,
we will say, five years the Canadian National railway has found it necessary
to rehabilitate to a very large extent the different parts of the system. That is
correct? Y -

Mr. Hengy: That is correct.

Mr. Hagrris: In the rehabilitation it has been found necessary to retire

~ * some units which were not of very much value and buy quite a number of other

elements which were quite costly? - :
~ Mr. Hexry: That is correct.

-~ Mr. Harris: Those units to-day are in operation and stand on the books
of the railway at 100 per cent of their cost?

s
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Mr. HeENry: At their cost. That is, provided they were new units and did
not involve a retirement at that time. If they did, they stand in the books at the
difference.

Mr. Harris: The system of keeping the records is such that no depreci-
ation or sinking fund is available when you find it necessary to retire this
particular element?

Mr. Hexry: Except mth respect to the U.S. lines, that is correct.

Mr. Hargis: Then, if we found it necessary to-day to liquidate these
assets, we would at the same time find it necessary to take a considerable loss
in deprema"tlon and sinking fund, even if we got 100 per cent of their to-day’s
value.

Mr. Hexry: That is a question. It depends .on how you were going to
liquidate them.

Mr. Harris: I can quite appreciate that over a period of fifty years, prob-
ably your theory would be quite sound, but inasmuch as this road is newly
rehabilitated and very large expenditures have been made to put it on a
proper basis, the position during the early years is such that the capltal assets
‘of the company are away in excess of the real value of those assets.

Mr. HeNry: The capital assets are away in excess of the real assets?
There is one thing which has to be taken into consideration, of course, in making
that statement and that is that quite apart from any depreciation which may
exist, it is a fact that the cost of some of the elements which went into the
property, say, between the period from 1920 to 1923, is a great deal higher than
at that time—

Mr. Hagrris: I quite appreciate there is an appreciation.

Mr. Hexry: That in itself might be a rather serious matter.

Mr. Harris: That is getting away from the main point.

Mr. Henry: But T think it is probably a reasonable statement to make,
‘and one which is based upon the experience of the railroads in the United States
and Canada over a period of years, that is impossible to keep a railway in a
condition in excess of, say, 85 per cent of what it would cost to replace it now.
There is probably that amount of accrued depreciation you would never be
called upon to make good.

Mr. Harris: My idea is that we are in this position to-day; we find our-
selves spending a lot of money on different elements necessary to rehabilitate
all these lines. That money——up to 100 per cent—is stfll listed in our assets
with no depreciation or sinking fund. MTake a hypothetical case: if the life of
this element was 10 years, we ‘would find ourselves at the end of 10 years with
this large inyestment of new elements to-day on our hands and find it necessary
to retire them and replace them, so we would be in a position at that time where

. we would again have to make very large capital commltments to replace the
elements we have retired.

Mr. Hexry: Of course, what would happen there, Mr. Harris, would be

- this: that the operating expenses under those conditions, provided we intended
to keep the railway operating, would be heavier; that is, the amount you would
charge to current operation to make good the life at the high prices—which I
presume is what you are speaking of—when exhausted would have to be charged
to operating expendes, and, therefore, we would have a larger credit in the
operating results of that year to apply to the purchase of the equipment we
intended to replace the retired material with. As an illustration of that, T might
say that in 1927 the retirement feature amounted to approximately $14,000,000.

Mr. Harris:  And the betterments were how much?
Mr. Hexry: The betterments were $45,000,000.
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Mr. Harris:  As one year succeeded the other, you would find that your
retirements features would be more and more. L

Mr. Hexry: If the situation to which you refer exists to a large degree,
it means that at some time in the future our operating expenses would be rela-
tively higher than they are now. That is true.

Mr. Harris: As one year succeeds the other the retirements, after we get
the first use of all these new elements we have during the last five years, will
be more and more. ;

Mr. Henry: For instance, if you put in ties for 100 miles this year, it
is improbable you would have to renew those ties in that 100 miles inside of
six or seven years, and naturally at that time your retiring feature on thati
particular section would be much higher, but at that time the charge would
be an operating charge. =~ b

Mr. Harris:  Mr. Henry, I imagine the railway has a fairly good idea of
the life of the different elements which go to make up the whole railway system.
If a sinking fund were arranged of sufficient magnitude to reasonably take
care of those elements when they were to be retired, and the difference in their
value at retirement and the cost of replacement, would it not be a fact that we
would find it necessary to vote more money than we are voting now to take
care of that depreciation. '

Mr. Henry: If you proceed upon the assumption that it was proper
practice in any one year to charge to the operations of that year the amount of
exhaustive life due to these operations, it is probable your statement would be
correct.

Mr. Harris: Then taking it just at that point, it is probable your statement
© 1s correct— {3

Mr. Hexry:  Wait a minute—

Hon. Mr. Dun~inGg: Only in so far as this amount would exceed the retire-
ments. j

Mr. Cooper: In any case the bookkeeping charge for depreciation would
not, be voted. The government would not give us that in cash unless we were to
mnvest it. It would not be necessary to vote any more money.

Mr. Hexry: It is just a question of opinion, Mr, Harris, as to whether or
not it i§ good practice to assume a theoretical life—

Mr. Harris: I am not urging a practice at all. T just wanted to go into
that a bit. Assuming that is reasonably correct then that particular amount of
money which to-day we find in this in the assets— :

Mr. Hexry: Of course, in setting up that depreciation, you would have to
bear in mind that, due to the retirement which did take place in the year 1927,
that amount would have to be deducted from whatever was set up.

Mr. Hagrris: Oh, yes, I quite appreciate that. .

Hon. Mr. Du~x~ing: What is the C.P.R’s pragtice in-this connection?

Mr. Hexry: They do not set up a depreciation reserve. I believe that their
~Practice is not to increase the capital account unless the units of equipment
~ are increased.

Mr. Harris: 1 just want to make one observation on the statement of the
Minister. 1 think he realizes that the C.P.R. have not found' it necessary to
rehabilitate to the same degree as the C.N.R. with the result that the increase
In their capital cost would not be so much during the last five years, as has been

/the case with the Canadian National Railways. Their affairs are running along
a little more uniformly than ours. .

Mr. Hexry: The Canadian Pacific Railway were a few years in advance

of the Canadian National Railways in establishing the permanency of a great
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many of their structures. This was done at a lower basis of price than ours,
and, consequently, our capital expenditures during the past few years have
been relatively higher, of necessity. .

Mr. Harris: The difference between these two positions in reflected in the
increased statement of assets that we have in this statement?

Mr. Hexry: I did not catch that question? |

Mr. Hagris: The situation is reflected in the statement of assets and
liabilities? These betterments which we haye found necessary to put in in the
last five years are one hundred per cent in the statement of assets, whereas the
actual value of them to-day is the difference between what they cost and how
.much of their value has been exhausted through use? That particular exhaus-

* tion is not represented in the balance sheet for the years to come, and we will

find it necessary to take care of that?

Mr. Hexry: The capital expenditures which have been made in the last
five years, and the retirement of which has not taken place during that time,
have naturally exhausted a certain proportion of their life. To that extent, of
course, the balance sheet does not reflect that loss of life, or loss of value.

Mr. Hagrris: Inasmuch as it does not reflect that loss in life, and loss in
value, and inasmuch as these expenditures have been exceptionally heavy during
the last five years, then the statement of assets—I would not say it was inflated,
but I think the Minister used that word—shows that much more money. If
the Minister wants to call it an inflation, he may do so.

Hon. Mr_Dun~inG: Do not put the word “inflation” in my mouth.

Mr. Harris:  You put it in mine. '

Hon. Mr. Dunn~inG: That is what I'thought you were attempting to show.

Mr. Harris: I quite appreciate that my vocabulary is not quite as large
as the Minister's. :

Hon. Mr. Dun~ing: 1 thought that your point was to demonstrate that
the assets were inflated; that is, that the statement showed the value of assets
which were non-existent.

Mr. Harris: I did demonstrate it to the satisfaction of myself, if not to
the other members of the Committee.

Mr. Henry: If you did set up a reserve the assets would not be depreciated.

Mr. Hagrris: I am not suggesting that it should be done, but, at the same
time, I just want that point brought out. In the years to come we will have to
take care of the exhaustion which has gone on in the last five years, due to the
very heavy rehabilitation costs?

Mr. Hexry: A large part of that rehabilitation has been in fairly
permanent. work.

Mr. Harris: It will exhaust itself.

Mr. Henry: The E;{pendaiture, Less Retirement, During the Year, 1927,

Applicable to Investment in Road and- Equipment, are divided, as shown on page

21, and show the eastern lines and the remainder of the system in separate
columns. Engineering, on the eastern lines, is $3,639.34; for the balance of the
system, $736,573.20; Land for Transportation Purposes, for the eastern lines,
$7,228.26; and the balance of the system, $2,673,627.79.

Mr. Jeruirr:  Where was that land acquired?

Mr. Henry: That is land ‘acquired for all purposes throughout the system,
branch lines, sidings, and so on. :

Mr. Harris: Could you give ds an idea of just\what territory that covers?
I was thinking more particularly of the change that has taken place in the
waterfront of the city of Toronto. :
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Hon. Mr. Dunnixe: The Toronto terminals would be separate.
Mr. Henry: I do net know that we can give you that at the moment.

‘Hon. Mr. Dux~ing: This acquisition of land within the Toronto Terminals
Company is not included?

Mr. Henry: No.

Hon. Mr. DunninGg: But any Canadian National land in Toront,o outside
of that area, would be there?

Mr. Henry: That is correct.

Mr. Hagris: It is really that last point that I wanted to get, outside of
the Toronto Terminals Company?

Mr. Henry: In Toronto?
Mr. Harris: -And the Township of Scarboro?
Mr. HeNry: I cannot give you that offhand.

- Hon. !Mr. Dux~ing: Could you get it for the next sitting of the Com-
mittee?

Mr. Hengry:  Oh, yes.
Mr. Harris: For Toronto and the Township of Scarboro. If I could have
that information at the next sitting, it would be satisfactory.

Mr. Cantiey: Would the accountant be good enough to tell us what
percentage of the whole system is included in the eastern division?

Hon. Mr. DunNinNG: . In mileage?

Mr. Hexry: It is 2,880 miles for the eastern division, but that only
includes the six months’ perlod

Hon. Mr. Dux~ing: It is 19,090.99 for the svstem, less the Eastern
Lines. - That appears on page 38 of the Red Book. Then, on page 13 of the
Eastern Lines’ report you will find the Eastern Lines mlleage

Mr. Hexry: No. 3, Grading, for the Eastern Lines, $61,677.60; for the rest
of the system, $5,215, 023.57.

Mr. HARRIS: Could I have the same information there if it is not too much
to ask for?

Mr. Coorer: We can divide that.

Hon. Mr. Dun~NinGg: Mr. Harris wants it for Toronto and Searboro Town-
ship, exclusive of the Toronto terminals.

Mr. Coorer: I would not engage to get it by to-morrow mornmg

Mr. Harris: There is no particular hurry.

Hon. Mr. Dux~inG: That includes your grading for bramch lines?

Mr. HeENry: Oh, yes. Under the branch lines we spent $8,000,000.

Hon. Mr. Dux~inGg: How could that include the $8,000,000?

Mr. HeNry: That.is only grading. Tunnels and Subways, for the Eastern
- Lines, $4,242.74; for the rest of the system, $33,246.94. Bridges, Trestles and
Culverts for the Eastern Lines, $52,175.39; for the balance of the system,
$3,017 208 38. Ties, for the Eastern Lmes, $17 446.38; for the balance of the :
_SYStem $755,073.32.

Sir EveeNE Fiser: That covers the ties put down?

Mr. Henry: The ties used for addition.

‘Hon. Mr. Duxx~ing: For new work?

Mr. Hexry: New work.

Mr. IELLIFF Is the Hudson Bay Railway included in that?

Mr. Hexry: No. Rails, for the Eastern Lines, $133,439.46; for the rest of
the system, $1,416,662.65. ‘

/N
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Hon. Mr. Du~n~inag: There would be some retirement deduetion in that case?
Mr. HENrY: Yes.

Hon. Mr. Dux~inG: That is, when the rail is laid you credit that part of
the system with the value of the old rail?

Mr. Hexry: We only charge the difference in weight.

Hon. Mr. Dun~ina: This is the difference, then, between the cost of the
new and the valué of the old?

Mr. Hengry: Plus the new rails for branch lines.

Mr. Coorer: The difference in weight only; the additional weight at the
current, price. We do not retire at the original cost, we retire at the present day
price.

Mr. Henry: Other Track Materials, for the Bastern Lines, $158,941.06; for
the rest of the system, $2,433,027.83.

Mr. Harris: How do you figure the retirement, there?

Mr. Henry: They follow the same rule, as applied to the ralls

Mr. Harris: It would be by weight?

Mr. Cooper: We would charge the additional weight, so far as angle bars
are concerned, for instance. 2

Hon. Mr. Du~n~inGg: What does Other Track Material include?

Mr. Coorer: Switches, angle bars, crossings, and so on.

Mr. Hexry: Connecting rods, derails, frogs, grade rail blockmg, grade rail
clamps, grade rail fasteners, nut locks, rail clips, rail joints, rail splices, switch
chairs, switch crossings, tie plates, tie bloeks, track spikes, and track insulators.

Mr. €anTLEY: There are only three or four of those items that could be used
over again, the rails, fish plates, and crossings?

Mr. HENRY: Wlth relay rails, all the material is taken out and used over
again.

Mr. CanTLEY: But when you come to tie plates, and nut Iocks and bolts,
they go into the scrap heap?

Mr. Benn (Deputy Minister) : That is charged to operating.

Mr. CAnTLEY: I was just pointing out that there were only three or four
of the items that were really replacement items.

Mr. Henry: That is correct. Ballast, for the Eastern Lines, $43,682.25;
for the balance of the system, $1,583,619.63.

Mr. Hagrgis: Any retirement there?

Mr. Hexry: Yes, the retirement there amounted to $43,000.

Mr. Harris: That is to say, $43,000 was charged to the aperating account?

Mr. Hexry: That is not the total charge. In addition to that, the operat-
ing accounts were charged with $844,387, for the remainder of "the system,
exclusive of the Eastern Lines.

Hon. Mr. Dux~ing: The amount in this item No. 11, is, practically speals
ing, ballast on new work?

Mr. Hexry: No, it means the re«rular ballast on old work, and increased
lift. Ordinarily, the amount of ballast used on a track‘varws to a certain
oxtent, with the traffic. You may start out with a six inch lift, and, as the
traffic increases, you would bring it up to a foot. The difference between the
six inches originally put there, and the twelve inches, would be a capital charge.
The branch lines, of course, are there as well. On the Eastern Lines, the ballast
for the six months ending December 31, 1927, was $43,958.

Hon. 1\/{}'. Dunning: Charged to Operating?
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Mr. Hexry: Charged to Operating Expenses. Tracklaying and Surfac-
ing, for the Eastern Lines, $70,080.55; for the balance of the system, $1,146 -
243.38. Right-of-Way Fences, for the Eastern Lines, $17,214.13; -for the
balance of the system, $101,739.41. Sand and Snow Fences and Snow Sheds,
for the Eastern Lines, $2,353.52; for the balance of the system, $25,950.31.
Crossings and Signs, for the Eastern Lines, $5,152.37; for the balance of the
system, $205,860.20. _

Mr. Harris:  Are the Railway Board ordering any more crossings? -

Mr. Henry: They are.

- Mr. Harris: What is the policy of the road with regard to that?
Mr. Henry: That includes overhead bridges, you know, and things of
that kind. 3
. Mr. Harris: Have you any fund from which to draw your requirements
for the demands made by the Railway Commission for railway crossings?
' Mr. Hexry: There is a Grade Crossing Fund, which was inaugurated -in
1909, and against which the Board iz authorized to contribute a certain ‘pro-
portion.

~ Mr. Harris: What proportion?

Mr. Henry: I have forgotten just what it is.

Mr. BeLn (Deputy Minister) : It is 40 per cent, but not to exceed $25,000.

Mr. Harris: And is the municipality affected?

Mr. BeLL: The Board may assess, as they see fit, but they cannot charge »
the Grade Crossing Fund more than 40 per cent of any one crossing and not
over $25,000.

* Hon. Mr. Dux~t~g: I am thipking of introducing an amendment to that
which will broaden its scope a little. I have a notice on the Order Paper now.

Mr. CantrEY: I suppose this is an indication that they apparently regard .
life in the Maritime Provinces as being of very little value, because there is
only about one-fortieth spent there, as compared with what is spent on the
balance of the road. =

Hon. Mr. Dunx~iNG: You make it up in the next item.

Sir EveeNe Fiser: The next item is the only item where the Eastern
Division gets its fair proportion, as compared with the rest of the road.

°  Mr. Hexry: That is not quite correct, gemerally, for the reason that
the balance of the six months of the expenditure on the Eastern Lines appears
in the statement. That is only the capital expenditure for six months.

5. Sir Eveene Fiser: Even when it is doubled it is not fair.

Hon. Mr. Dux~ing: The explanation of that is that extensions to the
System, involving a capital expenditure, are not being carried out on the
Eastern Lines.

- Mr. Hexry: Station and Office Buildings, for the Eastern Lines, $471,-
' 429.75; for the balance of the system, $1,626,33592. Roadway Buildings, for
the Eastern Lines, $1,160.95; for the balance of the system, $298,297.43.
- Mr. Jeuuirr:  Going back to- that previous item, where were the new
Stations built? ' :

Mr. Browx: On the Eastern Lines?

Mr. Jeuuer:  Both Eastern and Western. :
£ Mr. Brown: There was a new station at Edmonton, in the west; a new
e . _trgin shed at St. John; a new station at Summerside; a new station at Flint,
ki lichigan; and stations at 117 points.
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Mr. Cantuey: What is meant by Roadway Buildings?

Mr. Henry: They are tool houses, and things of that kind. Water
Stations; for the Eastern Lines, $26,573.45; for the balance of the system,
$420,125.23. Fuel Stations, for the Eastern Lines, $435.08; for the rest of the

~ system, $122,583.93. Shops and Enginehouses, for the Eastern Lines, $123,-
834.83; for the balance of the system, $843,084.84. Grain Ek{mtmﬁ, for the
balance of the system, $66,547.97. Wharves and Docks, for the Eastern Lines,
$5.890.58; for the balance of the system, $208,788.95.

Mr. Cantrey: Before you pass from that item, and I have referred to
this matter before; the papers generally report that the Canadian National
Railways had turned over all of their terminal docks in the Maritime Provinces
to the Public Works Department; is that correct?

Hon. Mr. Dux~ing: To the best of my belief, we have turned them all
oVer,

Mr. BeLn (Deputy Minister): Where they are not closely identified with
the railway we have been turning them over gradually to the Public Works
Department.. There are a great many cases where they were built in the old
days of the Intercolonial, and charged to the Intercolonial, and as fast as we can
turn them back to the Public Works Department we are doing so. 2

Mr. Cantrey: The statement was made that all the docks of the Canadia
National Railways, in the province of Nova Scotia, had been turned over; is
that correct? For instance, what about the docks at Pictou?

Mr. Bern (Deputy Minister) : The Pictou docks are in the process of being
turned over.

Mr. CantLey: What about Halifax?

Mr. Bern (Deputy Minister): The Halifax docks have been turned over
to the Harbour Commission, which was formed under the Act of last session.

Mr. CantLEY:  Does that apply to all the docks in Halifax, No. 24, No.
22, and No. 287 '

Mr. Beru (Deputy Minister) : I think they are practically all turned over.

Mr. CanTLEY: And the new immigration shed? ‘ '

Mr. Berit (Deputy Minister): Yes. :

Mr. CanTLEY: And the same is true down on the South Shore?

Mr. Bern (Deputy Minister): I understand so. ;
5 tM?r Caxtrey: That would cover all the wharves in t-he\province of Nova

cotia? , :

Mr. BerL (Deputy Minister) : I do not think they have been turned over
at Pictou, nor Sydney.

Mr. Cantrey: I understood you to say that the docks at Pictou were being
turned over. :

Mr. Bern (Deputy Minister) : There was a little mixup on that.

Hon. Mr. Dun~inG: The intention is to turn them over to the Public -

Works Department immediately.
Mr. CantLey: Why is that being done; why the change in policy?

Mr. Bern (Deputy Minister): Because that is the proper place for them;
“they are not part of the railway.

Mr. CanTrey: That is a matter of opinion. Take the docks at Pictou,

they are not public docks in any sense of the word at all; they are simply

terminal docks of the railway.

Mr. BeLL (Deputy Minister): The general policy throughout the rest of
the Dominion, is for the Public Works Department to build the docks, and
~ they are just adjusting the Maritime Provinces to that.

’
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Mr. CanTLEY: I am not objecting to it, but I am objecting to i}he explana-

~ tion. That statement, pardon me, is not correct. The cars come in to the dock,
- and the freight is discharged in a shed, and it is used exclusively for the railway,

and for no other purpose.

Mr. Bern (Deputy Minister): You are speaking of Pictou?

Mr. Cantiey: I am speaking of Pictou. Then, take the dock farther
down in the harbour; that is used for the handling of lumber, and for no other
purpose. .Public teams cannot get on it"at all, as it is covered with railway
tracks, and rightly so. Both of those docks are purely and simply railway docks,
and are not public docks in any sense of the word. They are not used by the
public, apart from getting freight to and from the railroad.

Witnesses retired.

The Committee adjourned until Thursday, April 19, at 11 a.m.
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MINUTES OF PROCEEDINGS

Roowm 497, House or COMMONS,
TrurspAY, April 19, 1928.

The Select Staﬁding Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 a.m. this day, Mr. Goodlson the
- Chalrman presiding.

Members of the Committee present: Messieurs Dunning (Hon. C. A.), Fiset
(Sir E) Goodison, Harris, Jelliff, Jenkins, MeLean (Melfort), Mllne and Stevens
(Hon. H. H.)—9.

Mr. R. A. C. Henry was again in attendance as the chief witness for the
day; assisted by Mr. W. D. Robb, Vice-President, Mr. S. J. Hungerford, Vice-
President, Mr. T. H. Cooper, General Auditor. Numerous other officials of the
; Canadlan National /Rallways were also in attendance to ‘supply any information

required by the Committee.

Resunfed consideration of the Annual Report at page 21, where dropped
at adjournment of previous meeting. Items 24 to 47 under “Road” were con-
sidered in detail.

Under “Equipment” items 71 to 77 were considered and discussed.

Pages 22 to 38 were taken up in successive order and considered in such
. detail as thought necessary by the Committee.

Considerable discussion with Mr. Stevens with reference to the issue of

Equipment Trust Certificates, as mentioned at page 7, and again on pages 26-27.
of the Annual Report.

The consideration of the Annual Report being completed, and the hour of
one o’clock having arrived, the Chairman announced that it was time to adjourn.

{ 2 a
It was decided to meet again on Tuesday, April 24th. The Committee
adjourned.
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MINUTES OF EVIDENCE

CommrrTEE Room 497,

House or CoMMONS,
THURSDAY, April 19, 1928.

The Select Standing Committee on Railways and Shipping met at 11 o’clock
a.m., the Chairman, Mr. W. T. Goodison, presiding. %

The Cramyan: We left off at Item No. 23, yesterday.
Mr. Hexry: Coal and Ore Wharves, for the Eastern Lines there is nothing;

for the balance of the system $47.17. Telegraph and Telephone Lines, for the
Eastern Lines, nothing; for the balance of the system, $61,360.01.

Mr. Jeruirr:  Is that due to extensions?

Mr. Hexry: That is extensions and betterments; improvements in exist-
ing lines. i

Hon. Mr. Stevens: Is the Telephone and Telegraph revenue kept separate?

Mr. Hexry: It is kept separate, but it all goes into the general fund; the
reveune on one side and the expenses on the other.

Hon. Mr, Stevens: Can you give us a brief idea of the telegraph service
now owned by the company? You took over some western lines?

Hon. Mr. Du~x~iNeG: It is under negotiation now. You mean the one in
the Maritime Provinees?
" qun. Mr. Stevens: No, the one that was associated with the Western

nion?
Mr. HeExry: The Great North Western.

Hon. Mr. Stevens: Just give us a general outline. I do not want any
great detailss as far as I am concerned. ; A

Mr. Henry: Do you have in mind such things as the mileage, and so on?

Hon. Mr. Stevenxs: Yes, and the main distribution, and the main system.
. Mr. Henry: Roughly speaking, it is divided into the Canadian National
Telegraphs, and the Grand Trunk Pacific. The Canadian National embraces
the old Canadian Northern and Grand Trunk, or the Great North Western.

Hon. Mr. Dux~Ning: The stock is held by the Canadian National?

Mr. Henry: The stock is held by the Canadian National.

Hon. Mr. Dux~ing: The Maritime people would be interested in the

Mmaritime situation, with regard to the Western Union. Could you give us any
Information on that, without embarrassing the negotiations?
'\ Mr. Hexry: We have been in negotiation with the Western Union for the
last two or three years, for the purpose of acquiring their lines in the Maritime
Provinces. The price which they originally asked was a little bit higher than
We thought the property was worth, and negotiations were cut off for a while.
they have since been resumed, and a committee has been appointed, consisting
of members of the various interests, and a valuation is being made.

Hon. Mr. Stevenxs: What connection have you now with any transatlantic
‘zﬂﬁle company ?

. Mr. Henry: I am afraid I cannot answer that. I will have to get Mr.
Robb to answer that.

87
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Hon. Mr. Stevexs: I do not want to ask anything that is going to be
" embarrassing, and I do not want you to uncover anything.

Hon. Mr. Dux~iNg: We must have a connection with some transatlantic
cables, but 1 just cannot recall what it is at the moment.

Sir EvcenE Fiser: You have some connection at the present time with the
Marconi' people at Father Point?

Hon. Mr. Dux~ing: That is a wireless connection,

Mr. McLeax (Melfort): There is the cable connection. at Cable Hill in
Nova Scotia.

Hon. Mr. Dux~inGg: We will have Mr. Robb come up here.

Mr. McLeax (Melfort): Are all your telegraph lines those that run on
the railway right-of-way?

Mr. Henry: I think, generally speaking, that is true. The telegraph
mileage, used for commermal purposes, embraces 68,452 miles; the wire used
for railway purposes, 25,834 miles; and jointly, that is, for both commercial
and railway purposes, 21,004. The telephone wires used for train dispatching,
23,220 miles; and for other purposes, 1,817. This makes a total wire mileage
of 140,000 miles. We have 1,766 offices in Canada, and 31 in the United States.
The oﬂices of the management and staff gre located in Toronto.

Hon. Mr. Stevens: 1 see a paragraph in the President’s report that really

is interesting. It says, “the net income from telegraph service increased from
$241,249 in 1926 to $403,967 in 1927.

Mr. Hexgry: In 1927 we had completed, between Montreal and Toronto,
the carrier current system, which enabled us to increase the capacity of our
wires a great deal, and, thoref()re permitted an increase in business. The
operating revenues of the Canadian National T elegraphs, and the Grand Trunk
Pacific, in 1927, were $4,921,000; in 1926 they were $4,511,000. The operating
expenses in 1927, were $4,129, 000,\ in 1926, $3,856,000, The  net operating
revenue, in 1927, was $791,000; in 1926, $655, 000 B he net income, after paymg
all charges, was $368,000 in 1927 and §218,000 in 1926.

"Hon. Mr. SteveExs: You do not show this telegraph revenue separately
in your Revenue Account?

Mr. Coorer: It is included in the income statement on page 15, unvder
account 512, Separately Operated: Properties.

Hon. Mr. Stevens: That includes other things?
Mr. Coover: That includes’ a number of subsidiary companies, of which
the telegraph company is one. \

Hon. Mr. Stevens: 1/suppose there is no obJectlon to showing it as a
separate item?

Mr. Cooper: It is intended with the 1928 account, to include telegraph

revenues and expenses with the railway revenues and expenses, but that is a -

change that is only to take place this year. The full results of the company
are included in the final statemént. :

Hon. Mr. Duxxing: Here is Mr. Robb now. Mr. Robb, there is some
question as to the negotiations for the acquisitiop of the Maritime lines. Will
you tell the Committee as much as you can about that, without embarrassmg
your negotiations? !

Mr. Ross: When the amalgamation took place, with the Canadian
National Telegraphs as part of the Canadian National Railways, we did not
have the British Columbia line, and only went as far as Moncton. We pro-
cured the British Columbia line from the Western Union, but we were not
able, at that time, to procure the Maritime Provinces lines of the Western

}
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Union. They were not inclined to let us have the line, and they put a price
on them which we thought prohibitive. In addition to that they just simply
- said that they were not for sale, and we dropped negotlatlons Over a year
ago we took them up again. I explamed to Mr. Carlton, the President of the
Western Union, that they were lines which we felt the Canadian National
ought to have, as our system was not complete unless we went from coast to
coast. I told him that it would not interfere with his cables in any way. They
were afraid that if we took the lines over it would leave the cables isolated,
and so on. We finally convinced him that it would not interfere with that
whatever, and he said that if we could agree on a price, and the physical con-
ditions, and so on, he would probably be willing to sell. We appointed a com-
mittee of our people, and the Western Union people, and they went all over the
Maritime Provinces’ lines, and they agreed as to the physical condition of
the property. After that, of course, we had to price out, and we priced out,
from the Canadian National side, what we felt the properties were worth.
The Western Union were also pricing out, from their side what they were
worth. We placed two million dollars in the budget, as the amount that we
would require, if we were going to take the lines over, because we expected
them to be ready some time this spring. | They are just about ready with all
their figures, and are about ready to submit them. We will then get together
and see if we can agree as to the price. It comes down to the question of
revenue and expenses of the lines, and depreciation, and so on, as to whether
it is worth our while to take them over. We cannot say that at the present
time. '

Hon. Mr. Stevens: I asked about your connection with the cable to the
Old Country?

Mr. RoBB: We have no cables. The cables belong to the Western Union,
but we have a working agreement with them, not only on cable mesages, but
on all messages. They are practically our allies, all through the United States
and all through Canada. We give them our business and they give us their
business, which is a very important business to the Canadian National Railway.
It takes in all the messages coming into Canada from the United States over
the Western Union. We take their cable messages and: transmit them, and we
get a percentage for handling them, both coming and going.

Sir Bueene Fiser: Does the same agreement exist, as far as wireless is
concerned ?

Mr. Ros: No, we ‘are not in the Marconi at all; the Marconi have a
conection with the C.P.R. not with the Canadian National.

Mr. Jenkins:  This will apply to Prince Edward Island also?

Mr. Ros: You are talking about the Anglo-American?

Mr. JENRINS: Yes.

Mr. Ross: They have an arrangement with the Western Union, and it will -
come under us as well.

Mr. Jenkins: You will be able to take over that system?

Mr. Ross: Yes, sir. '

Mr. Jenkins: 1 understood that they had a lease?

Mr. RoBB: Yes, they have a lease.

Mr. Jenkins: You will be able to make amwable arrangement?

Mr. RoBB: Yes.

Mr. Jenkins: Will the employees in the service of the Anglo—Amemca.n,
or the Western Union, be put on a par with the other employees of the System?

Mr. RosB: Yes, sir. That question came up when we took over the British
Columbla line. The employees in the Western Union were very much concerned,

L
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because they were on a very much lower rate than we were. They thought that
they would lose their seniority, and so on. That has all been provided for. The
employees in the Maritime Provinces will at once come under the schedule of
the Canadian National Railway, which will give them quite a substantial in-
crease, as was the case in British Columbia. Inasmuch as the subsidiary, com-
panies, including the telegraph companies, come under the pension system, they
will be provided for the same as the employees on the railway. That means
that if an employee in the Maritime Provinces has been forty years in the
service, as soon as the Canadian National take ¢ver those lines, that employee’s
service would count, just the same as if he had worked for the Canadian National
Railways. /

Hon. Mr. DL\TNI\"G That is, when you get your pension scheme?

Mr. RoBs: We have that pension scheme now. I might say that the em-
plovees down there were very much concerned about it. Last year, when I
went down and looked over all the property, I went to the trouble of meeting
all the heads of the employees down there, and I explained the situation
~ thoroughly to them, and they were perfectly satisfied.

Mr. Hexry: Signals and Interlockers, for the Eastern Lines, $7,742.46; for
the balance of the system, $355,734.61. Power Plant Buildings, for the Eastern
Lines, nothing; for the balance of the system, $86,426.56. Power Transmission
Systems, for the Eastern Linés, nothing; for the balance of the system, $23,847.30.
Power ‘Distribution Systems, for the Eastern Lines, $437.54; for the balance of
the system, $97,459.41. Power Lines, Poles, and Fixtures, for the Eastern Lines,
nothing; for the balance of the system, $86,750.59. .

Mr. MinNE: Does that cover electric trains and cars?

Mr. Henry: That covers anything connected with the transmission of
electricity, either for our electric lines, or for any other purpose. It means
additions to them, and betterments to them during the year. 5

Mr. JeLLirr: Just where were those expenditures made? -

Mr. Hexry: I think perhaps we can give yvou that. Montreal, Sarnia, and
at the various larger centres throughout the sy qtem and a miscellaneous aggre-
gation of small expenditures.

Hon. Mr. Stevexns: I frankly do not see, from the standpoint of account-
ancy, why you should set up a special account for that?

Mr. Hexry: That is\‘t,.in accordance with the classification.

Hon. Mr. Stevens: I suppose that classification assumes that that will be
applicable to partially electrified roads, or wholly electrified roads?

Mr. Hexry: Anything that is required for the upkeep of any of the electrical
installations, is first charged to ordinary maintenance, but anything that is
added to it is charged to capital, under the classification. i
: Hon. Mr. STEVEN$ I am not quarrelling with the Company’s officials, but
I am just simply criticizing for the moment, this classification. The accounts
are supposed to reflect, as mtelhgently as pos<1b1e the general condition of the
system, in 'as concise and clear a form as one could get it.- Take these items,
Power Transmission Systems, and so on; there are three or four items there, but
they reflect nothing.

; Mr. Henry: They reflect the capital expenditure, the betterment expendi-
ture during that year. Tt may only be one dollar.

Hon. Mr. Stevexs: But some of that may be in Vancouver, and some in
Halifax, in little, petty local affairs? It might be a little line that ‘you are
running across to connect with the Ottawa Electric, to carry some power to your
central station here, or something of that charac’oer? g

Mr. Hexry: It might be. fre ik

{
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Hon. Mr. Stevens: My point is that it does not reflect anything on the
operating part of your system?

Mr. HENry: It means an addition, that is about all you can say.

Hon. Mr. Stevens: Here is a great telegraph system that is included in an
item with other subsidiary companies, which may not have any relation to
telegraphs at all. - I am just drawing attention to that rather anomalous method
of classification. A department having a net earning of $700,000 is not reflected
here at all, while another petty, little item is shown in a special account on your
general Qtatement

Mr. Cooper: The point there is that some road~ in the States have large
expenditures under these items, and this classificatigh was designed more for
them, but was adopted by, the ‘Canadian National. If we have anything that
falls into those accounts, it goes there.

Hon. Mr. Srevens: The Chicago, Milwaukee and St. Paul Railway, for
instance? :

Mr. Cooper: The New York Central, and the B. & O.

Hon. Mr. Dux~ineg: I think your eriticism is well taken. But, in a certain
sense, these accounts are anticipatory of the future; that is, there is a ‘tendency
in certain sections, more and more in the direction of the use of electrical power
for railroading in various ways.

Hon. Mr. Stevens: But telegraphs have been used for what, generations?

Hon. Mr. Dux~ing: 1 suppose the reason for that classification is that they
were originally subsidiary companies.

Hon. Mr. Stevens: That cannot be the explanation, because they are not
provided for in this classification. My ecriticism is that they should be provided
for in this classification.

Mr. Hexry: There is Item No. 26.

Hon. Mr. Stevens: That is only $61,000, and the net earnings are $700,000.

Mr. Cooper: The capital expenditure for Telegraphs is included in this item
down here at the bottom, Investment Expenditures by Separately Operated Prop-
erties. That includes bettermentq to the Canadian National Telegraph System.

Hon. Mr. Dux~ing: What is this $61,000?

Mr. Cooper: That covers certain railway wires under the control of the
Canadian National Telegraphs.

Hon. Mr. Stevens: Track telephones, for instance, like the d1<patchers
office, and things of that kind?

Mr. Cooprer: For all purposes.

Mr. Henry: Miscellaneous Structures, for the Eastern Lines, nothing; for
the balance of the system, $15,136.12. Pavmg, for the Eastern Lmes nothing;
for the balance of the system, $2,561.91. That item is a credit. Roadway
Machines, . for the Eastern Lines, $5835.62; for the balance of the system,

43405 Roadway Small Tools, for the Eastern Lines, $227.55; for the

alance of the system, $15,225.37. Assessments for Public Improvements for

the Eastern Lines, nothing; for the balance of the system, $190,737.04. 1
. Hon. Mr. Dunning: How is that properly an investment in road and
équipment?

Mr. Coorer: This was by order of the Commission. If a municipality
engages in some public improvement, the theory is that there is an added value
0 our property.

Hon. Mr. STEVENS: lee an overhead passage, or subway‘?
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Mr. CooPer: Paving is the principal item.

Mr. Hexry: Revenues and Operating Expenses during Conatructlon——

Hon. Mr. Stevens: A subway would be an improvement, as it does away
with a level crossing.

Hon. Mr. Dunx~ing: This does not include subway expenditures. There
would be no public improvement assessment against the railway on a subway,
but if they built a road in front of our freight sheds, for instance. :

» Hon. Mr. Stevens: It might be a half and half proposition?

Hon. Mr. Dunx~ing: But it would not be charged against us as, public
improvement taxes. /

Mr. Coorer: If they pave a street crossing we are responsible for a portion
of that. Where we build a railway across the highway, we have to put in plank-
ing, and all that surfacing is our obligation. If they replace that with permanent
paving, we have to pay for a portion.

Hon. Mr. Dun~ing: What are those italicized items?

Mr. Cooper: They are credits. The first item there, Revenues and Operating
Expenses during Construction, $212,920.60. ' The principal item in that is earn-
ings during the construction period of the National Transcontinental Railway
branch lines. - The/next.item, $1,278 201 is the cost of the Montreal Terminal
Railway. When that property was purchased it was charged to this account
No. 41. When we were unable to separate the elements in it, the amount of ties,
rails, and so on, we credited account No. 41, and charged it to the appropriate
primary account.

Hon. Mr. Dun~NiNg: When was this road purchased?

Mr. Cooper: The money was paid over in 1927.

Hon. Mr. Dunx~iNg: It was authorized a long time ago?

Mr. Cooper: Yes.

Mr. Hexgry: Other expenses—Roads, for the Eastern Iines, $285210;
for the balance of the system, $150,057.93. Shop Machinery, for the Eastern
Lines, $60,059.36; for the balance of the cyath $238,238.85.

Mr. Harrrs: T understand that all these accounts find their way into item
No. 701?

Mr. Hengy: Yes.

Mr. Hagrris: What is this shop machinery, is it all new equipment?

Mr. Henry: That is lathes, and anything in the form of shop machinery
that is installed in the various shops throughout the system, and additional
equipment. —

Mr, Harris: And the average life would be about what?

Mr. Hengry: That would be very difficult to say, as each machine has a
different life.

Hon. Mr. Dux~ing: What remrement did you héave in that account; that
will give us an idea? *

Mr. Hexry: $287,000.
Hon. Mr. Dun~inGg: You had more retxrements than you had new?

Mr. Cooper: We had additions of $565,000, retirements of $287,000, makl f
a net addition of $277,000.

Hon. Mr. Dun~ing: This is net?

Mr. Harris: How do you arrive at the amount of retiremenf,s; is that the
original cost?

Mr. Cooper: Yes. 4

Hon. Mr. Dun~ing: The original cost of the items retired? ks

Mr. Cooprer: The original cost of the property retired. - il

14
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Hon. Mr. Dux~ing: I thought you said that you retired at current prices?

Mr. Coorer: In the case of rails and ties we do.

Hon. Mr. Dun~ing: Why the difference?

Mr. Cooper: There is a conflict in accounting theories there. When you
take a tie out it is difficult to identify it with the original cost, and the same with
a piece of rail. It would be very difficult to trace the original cost of that rail,
and retire it from the Property Account. In theory, it should be the omgmal
cost, but for practical purposes it is taken at the pre«ent day value.

Hon. Mr. Dun~NiNG: One piece of rail of 1913, might be taken out, and 99
pieces left in; that is what you mean?

Mr. HARR[S I see the accounts number from one to-sev enty-@even how
many more are there that' go to make up account No. 701?

Mr. Cooper: Those are all the accounts. We have a few here which
are grouped as Separately Operated Properties, but the accounts numbers 1 to
77 are still included in account No. 701. .

Mr. Harris: When did this particular book-keeping system come into vogue
with the Canadian National Railway? :

Mr. Cooper: Since the Canadian Nationgl Railway system was consoli-
dated in\ 1923, this present classification has been in effect, but it was in effect
with the predecesmr companies.

Mr. Harris: Since 1923?

Mr. Coorer: It has been in force for the full period, 1923-27.

~ Mr. Hagris: That is to say, this list of accounts has been uniform. from
1923.

Mr. Cooper: That is it.

Mr. Henry: Power Plant Machinery, for the Eastern Lines, $650.38;. for
the balance of the system, $16,569.69. Power Substations Appalatus, for the
Eastern Lines, nothing; for the balance of the system, $3,678.79. Unapplied
Construction Material and Supplies, for the Eastern Lines, nothing; for the
balance of the system, $82,350.61. The total for the road items, for the Eastern’
Lines, is $1,279,111.72, for the six months ending December 31, 1927. On the
balance of the system, the total is $22,887,393.43, which includes the Eastern
Lines for the first six months. The first iten under Equipment, is Steam Loco-
motives, $5,836,383.92.

Mr. Hagnis:  That is net? What is the retirement?

Mr. Hengry: That is net.

Mr. Harris: Give us the total of the retirement on that?

The CuamMax: The next page shows the numbers, but not the values;
91 retired, and additions of 56.

Mr. Coorer: The total ledger value of the retirements was $1,172,489.

Mr. Hagris: Is that the net value of the retirements] after the scrap :
value has been deducted from the original cost?

Mr. Cooper: That is the ledger value, the original cost.

Mr. Harris: What happens to the scrap value?

Mr. CoopEr: The scrap value is deducted from that, to arrive at the loss .
which is chargeable to operating expenses. The ledger value is credited to the
Property Account, and debited to Operating Expenses; the sarlvage then
becomes creditable to the Expense Account.|

Hon. Mr. Dunxing: So far as this account is concerned, the whole
original cost 1s written off, that is, $1,172,000, and your total expense for addi-
tions was what? Tt would be, of course, the sum of what is in the account, and
$1,172,000?
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Mr. Cooprr: The amount of $5,836,383 is made up of new equipment
purchased, additions and betterments, and property retirements. There are
additions and betterments to existing equipment, in addition to new equipment
bought. The ledger value of the new equipment purchased during the year
was $6,262,313.

Hon. Mr. Dux~xing: Locomotives? :

: Mr. Cooper: Yes, sir. Betterments, -$746,559; retirements, $1,172489;
net, $5,836,383. { '\

Mr. Harris: What would betterments mean; would that be rebuilding?

Mr. Hexry: Superheaters, stokers, or improvements of that kind.

Hon. Mr. Dux~ying: How do yeu divide the amounts into what is prop-
erly chargeable to operation, and properly chargeable to capital, so far as
betterments for locomotives are concerned? Suppose you put a new wheel
on a locomotive, what would that be? '

Mr. Coorer: That would be Operating Expense.

Hon. Mr. Dux~NinGg: Suppose you put a new tire on an existing wheel?

Mr. Cooper: That would be Expense. There would be additions to loco-
motives which would be renewed by improved type, and in that case the cost
to replace in kind would be Operating Expense, and the additional cost, to
replace by the improved type, would be a Betterment.

Hon. Mr. Dun~inag: There must be pretty fine distinctions at times?

Hon. Mr. Stevens: You really get at that in this way: when an engine
comes into the shop, after a run, there are certain repairs made to it, a new
tire, or something of that character, and that would go to Operation without
any question. But if the engine were sent to the central shop for an overhaul,
and some betterments were added then the difference would be fixed, I presume,
by the schedule that the foreman of the shop. would have to fill out?

Mr. Cooper: That is exactly the situation.

Sir Eveene Fiser: It means that all betterments go to Capital Expendi-
ture that is all there is to it?

Mr Coorer: True.

r. Hexry: Other locomotives, $314,067.83.

Mr. Harris: Can you give us the average life of a locomotive?

L Mr. Hexry: I would not like to venture an answer on that, Mr. Harris.
We have some locomotives in services that have been in existence for probably
thirty or forty years, but it is very doubtful if there is much of the original
locomotive there. The economic life of a locomotive, and that is perhaps the
best way to measure it, I do not believe is in excess of twenty-five years. How-
ever, it has a certain salvage value, measured in terms of percentage of the ori-
ginal cost, which might be from ten to fifteen per cent.

Mr. Harris: It would be very much swallowed up in replacements?

Mr. Henry: Oh, yes.

Hon. Mr. DuxNiNG: Some of those old engines must stand for quite a
bit on the books, considering the original cost, plus the capital betterments
throughout the yeal\? You must 'have some old engmes that have a pretty
high book value?

Mr. HeNry: We do not install many 1mprovements on the older types.

Hon. Mr. DunNiNG: You said there would not be much of the original
locomotive left? '

Mr. Henry: That all goes to Operating Expenses.
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Sir Eveene Fiser: Is it not a fact that the life of a locomotive depends
also on the condition of the rail? )

Mr. Henry: To a certain extent, yes.

Sir Eveenk Fiser: For instance, on the Eastern Lines, where you have
all curves and only one main line, the life of your locomotive is practically
exhausted in from two to three years? ,

Mr. Hexry: It is true that the rails wear, and flange wear, is greater,
but that is an operating expense. Freight Train Cars, $6,738,342. Passenger
Train Cars, $5,696,616.40. Motor Equipment of Cars, $239,869.53. Floating
Equipment, $509,634.70. Work Equipment, $1,070,351.07. Miscellaneous
Expenses, $29,612.14. The total for equipment is $20,434,877.59.

Mr. JenginNg: Does that Motor Equipment refer to the Diesel cars?

Mr. Cooper: This Motor Equipment is self propelled cars.

Mr. JenkiNs: Not steam cars? ;

Hon. Mr. Dun~iNe: When you say, Other Locomotives, in Item 52, do
you mean electric locomotives?

Mr. Cooper: Yes, sir.

Sir Eveene Fisgr: Nothing is mentioned, as far as the Eastern Lmes is
concerned ?

Mr. Hexry: The equipment is on a system basis.

Hon. Mr. Dux~ine: How do you charge the Eastern Lines with its proper
proportion of these accounts;, or what charge do you make in order to arrive
at the Eastern Lines’ results?

Mr. Cooper: So far as new equipment is concerned, it is entered in the
account of the Canadian National system. The upl«.egp of that equipment,
including the cost of retirements, is divided between the Canadian National
System and the Eastern Lines in the proportion of the locomotive mileage
made on the two parts of the system, as to the total mlleage made by the
equipment.

4 Sir Eveene Fispr: I would like to know what it is, with regard to the
Eastern Lines?

Mr. Coorer: The freight cars are ﬁgured on the basis of the frelght car

miles, and the passenger cars on the basis of passenger car miles.

Mr. Jenxkins: How does the cost compare with the electrically operated
cars?

Mr. HENRY I think Mr. Hungerford could answer that question.
. Mr. HuNeerrorp: Do you mean the motor coaches that we are using?

Mr. Jenkins: Down in our province you are operating a coach between
Summerside and Charlottetown. Is that more economical than a steam
operated car?

Mr. Hungerrorp: Oh, yes, very mueh more.

Mr. Jengins: It is very satisfactory. {

Mr. Hu~nGerrorD: It varies, of course, but the total cost for motor coach
service is something between 40 and 60 cents a mile, and for a small steam
train it is something over a dollar a mile.

Mr. JenkiNs: You do not attempt to make long runs?

Mr. HuNcerrorp: No. On long runs it requires a mail service and express
service, which we cannot provide for on that type of equipment. \

- Hon. Mr. Dun~ing: The difference is the difference between 60 cents
a mile and a dollar a mile?

$
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Mr. Hu~cerrorp: The 'actual cost of operation on the different runs
depends on the schedules, and whether they have to handle trailer, and things
of that kind, and the character of the unit itself. Some units are more expens-
ive to operate than others, their capacities may be larger, but the spread is
something between 40 and’ 60 cents a mile, for units of that deseription, and
a dollar a mile, which is the cheapect you can operate the smallest steam train.

Hon. Mr. Dux~ing: Go back to the general question of the apportion-
ment of the equipment?

Mr. Hu~ngerrorp: The interest on the investment in equipment is dis-
tributed in this way. Each Corporation isr\credited with the interest on its owner-
ship of equipment. Some of this interest charge is then distributed back to
each corporation, on the mileage basis. They are credited with what they own,
on the one hand, and then the entire amount is distributed back to these cor-
porations on the basis of the mileage that is made on the respective corporate
lines.
Hon. Mr. Stevens: That sounds reasonable.

Mr. Hu~cerrorp: The incidental maintenance of the equipment is handled
in the same way. It is all thrown into a pool, and then charged back to the
corporation on the basis of the mileage made.

Sir Eveene Fiser: Take the different items here, and take the proportion
due to the Eastern Lines, and you will see just what we are getting.

Hon. Mr. Duxyine: We will do-that. We will take that $1,279,000,
which is for six months on the Eastern Line, and we will double if. We will
~ deduct from the general system the six months of the Eastern Lines which is
included in it, and then we will get the proportion of that and’ compare it with
the mileage proportion.

* Sir Eveene Fiser:  Will you be willing to give us the exact amount?

Hon. Mr. Stevens: If you will undertake to pay it, if it is against you.

Hon. Mr. Dux~ing: There is a feeling that the Eastern Lines are being
. starved. It will not take long to calculate this and see how it works out.

Mr. Henry: It is eight per cent of expenses, and seven per cent of mile-
age. General: Organization Expenses, $6,418.56. General Officers and Clerks,
$12,288.17. _

Sir EUGENE FISI:T Does that include all salaries?

Mr. Hexry: That includes those which are chargeable to betterments.

Mr. Coorer: It is only the officials or staff who are assigned specifically to
construction work. No proportlon of the general office salaries is charged to
betterments.

Sir EveeNe Fiser: Does that 1nclude your Roadmasters’ salaries?

Mr. Henry: No.

Mr. Cooper: This is the superintendents’ account.

Mr. Henry: Law, $18960.47.  Stationery and Printing, $6,655.18. In-
terest during Construction, on the Eastern Lines, a credit of $7,950.44; for the
balance of the system a charge of $362,232.15. Other Expenses—General, for
the Eastern Lines, a credit of $2,063.87; for the balance of the system, a credit of
$4,148.39. The grand total for the Eastern Lines is $1,269,097.41; and for the
balance of the system, $43,724,677.16.

Mr. Harris: Before you pass that item of $44,000,000, Mr. Chairman,
would it be asking too much of the C.N.R. to give us a statement, from 1923 of
the capital account items?

Mr. Hexry: In a similar manner?
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Mr. Harris: The total showing of number 701 for the four years since
1923, together with the retirements, and show, at the same time, the amount
charged to Investment in Road and Equipment? |

Mr. Hexry: You would like to have it divided between the gross amount
and the net amount charged?

Mr. Hagrris: The gross retirements?
Mr. Hexry:  Could we do that, M. Cooper?

Mr. Coorer: 1 do not think we could get it, in that detail, for 1923 and
1924; probably we could from 1925 down.

Mr. Harris: The previous question I asked was based on this.

Mr. Coorer: = You asked us if we used the same distribution. Now you are
asking us if we have the gross retirements, and the net. I think both answers
were correct, that we used the same distribution for the five years, but we have
more detail for the last three years than we had for the first two.

Mr. HexNry:” More detail assembled at headquarters. These are made up
by regions, and come into headquarters from the different regions. What Mr.
Cooper has in mind is having to go back to the regions to get the details to meet
your request. |

Mr. Harris: It would not be included in this statement for 1924, for
instance? j

Mr. Hexry: You have a similar statement each year, but you are asking
for a statement including the gross retirements and the net. Mr. Cooper says
that for 1923 and 1924 it is doubtful if we have those figures readily available.
To get them, we would have to send out to the regions.

Mr. Harris: We can get it for 1925, 1926, and 19277

Mr. Coorer: We have this similar statement for the five years.

Mr. Harris: I understand that, but this statement does not get you any-
where; it does not give you what is on the books now, unless you just take the
bald statement of No. 701. It just tells you what is on the books, the grand
total.

Hon. Mr. Duxxing: That is the grand total for all time.

Mr. Hagrris: We do not know what is on the books for any one of thesL
particular items. g ‘ ;

Mr. Cooper: I could not give you that, Mr. Harris; I could not divide our
ihgggunt No. 701 up by this classification. Our account No. 701 goes back to
Mr. Hagris: I am not asking you to divide it for more than the five-year
period.

Mr. Coorer: I can give you that for the five years.

Mr. Harris: That is, the net?

Mr. Coorer: Yes, the net.

Mr. Harris: Can you give us the gross?

Mr. Coorer: The gross and net for three years.

Mr. Harris: And the retirements? : : 3

Hon. Mr. Stevens: There is a very interesting question that I would like
to ask, arising out of this item No. 701. We have the figure here of $1,914939,-
182. This represents Investment in Road and Equipment. It would appear
from the amalysis that we have just pursued, that the accounting staff is divid-
Ing the charges in a very reasonable way. We will assume that has gone on
du'rinxg recent years, and will be continued. This figure represents, as the Chief

ccountant now intimates, an accumulation of accounts for fifty years. How
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are we, as shareholders of this corporation, to judge of the real value of that
figure? Is there any suggestion from the Company’s officers of what merit that
figure really has?

Mr. Hexry: It depends entirely on the basis upon which you are going to
judge the value, Mr. Stevens, whether it will be judged by what it would cost to
reproduce the property at pre\ent day prices, or otherwise.

Hon. Mr. Stevexs: The reproduction value, or replaoement value, is a’ very
fair value to you. :

Mr. Hexry: On the other hand, the price scale is"very much higher now, as
you know,\ compared ,to what it was before the war. /

Hon. Mr. Dun~Nine: I'suggested this to Mr. Henry some time ago. After
all, it is all theoretical. We are just trying to get some approximation. I asked
the question as to the relative investment in road and equipment per mile on
roads that are comparable with this one. The Canadian Pacific Railway of
course, is not comparable, but Class A. roads in the United States are pretty
closely comparable. If you take a Class A. road that operates under Northern
United States conditions, and deal with it from that point of view.

Mr. JENKINs: The New York Central, for instance?

" Mr. Henry: The roads that are in thukly populated terminal districts have
higher expenses. ,

Hon. Mr. Stevens: Why is the Canadian PRacific not comparable? I am-
asking that question because you make the suggestion.” Why would not the
Canadian Pacific be more comparable than any of the American roads?

- Hon. Mr. Dun~iNg: The Interstate Commerce Commission lay down a
system in their classification. But the Canadian Pacific have made changes in
their system of accounting, and also changes in their usages. -

Hon. Mr. Stevens: You meau that they have not got the facnhtles to give

you the figures?
: Hon. Mr. Dunning: No. During the past, the Canadian Pacific have put
into the road revenues not charged in their investment account., So far as invest-
ment in road and equipment is concerned, there is not a railway on the North
American Continent that compares, in that regard with the Canadian Pacific.
Is that right?

Mr. Henry: Very few of them, at any rate.

Hon. Mr. Dun~ing: They have worked it out in a different way. Thoy
have put money back into the road continuously, but not into the investment
account. ‘

Hon. Mr. Stevens: Supposing you took half a dozen leading American roads,
and compared them with this, how do they run? Do they show a falrly uniform
comparison? \

Mr. Hexry: Yes, in various sections they do. They run anywhere from
$60,000 to $75,000 or $80,000 a track mile. But you have to make another cal-
culation, you must reduce it to an equivalent basis. The ordinary road mile is

“sometime 1, 2, 3, or 4 tracks, and you have to consider all these different elements
to get it down to a reasonable basis. For what we call “equivalent track mile”,
based upon that, 1t would probably be from $60,000 to $80,000.

Hon. Mr. Stevens: A double track line, for instance, would have a larger * '

proportion of equipment than a single track line? It is not just merely a differ-
ence in mileage?
Mr. Hexry: I am talking about the road only.

Hon. Mr. Stevexs: There would be a larger percentage of equipment for
five hundred miles of double track, than there would for one thousand mlles of

single track. ‘ y
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Mr. Henry: The figures which I gave do not include equipment. On the
question of equipment, traffic, and other things, you have to consider the
density of traffic to decide whether you have enough equipment.

Hon. Mr. SteveNs: How are we to estimate the value of the road? This
figure of $1,900,000,000 might include a lot of stuff that in the next ten or
- twenty years might have to be written off which would cause that figure to
shrink a lot. Or would you say that this figure will carry jitself along fairly
" uniform?

Mr. Henry: A good deal of that represents a pretty substantial permanent
investment, that will be of considerable value later on. Whether it is too high
or too low, from the standpoint of its ability to produce earnings—which, I
Mnagine, is the point you have in mind—is a question I am not prepared to
answer. ;

Hon. Mr. Stevens: Let me get at it in another way. We are getting to
the place now where we expeet that this system will earn something on itz
Investment. other than its interest on the obligations to the public. Now, it is
not fair to ask the system to pay dividends on an abnormal valuation of these
assets, although we may put the money in. It would be better for this country -
to write them down to a fair valuation, and then try to bring the earnings of
the company up to that point, rather than to carry along a lot of dead assets.
I am not saying that they are dead, but if they are they should be eliminated.

Hon. Mr. DunxNinG: I am very glad to hear you express yourself in that way.

. Hon. Mr. Stevens: That has been my opinion for many years. I think
that great care should be taken not to write down these assets recklessly. 1
do not advocate anything of that character, bt I think we ought to work out
some method of ascertaining the true value of These items.

 Mr. HenNry: If it were in the United States, the equitable way to get at it
would be to compare it with similar investments in roads of about the same
traffic under the same conditions. If a road has a higher investment than the
average, the chances are that it would not earn anything more than the average.
The Interstate Commerce Commission are endeavoring to bring about that
same thing. They have divided the country into regions, and they are endeavor-
Ing to bring about a scheme, the result of which will be that all roads in a
certain tertitory will, on the average, earn five and a half or six per cent upon a
reasonable investment. &

Hon. Mr. Stevens: Would there be an insuperable difficulty in asking that
Such a comparison be made, and tabled?

Hon. Mr. Dux~NiNG: It is the same thing that I have been trying to get at

B - for months, bat there are too many factors to work out to get it very quickly.

Hon. Mr. SteveNns: You join me,and we will see what he has to say.

Hon. Mr. Dunx~NinG: The Government is~very much interested in getting
that information, for precisely the same motive which you have stated. They
Want to see if some practical way cannot be evolved of getting this picture of our

anadian National situation before the public in an understandable way. We
do not, want to rob Peter to pay Paul, but to get it on a basis which is defensible
rom a business point of view. It is a problem of great complexity.

Hon. Mr. Stevexs: I have no doubt of that, because one has merely to look:
- b these accounts to appreciate the complexity of the whole matter.

Hon. Mr. Dun~ing: IMNyou had the accounts from the 97 companies that
are involved, and their corporate relations one with the other, then you would
Appreciate what it is necessary to do to accomplish that, or to determine what
the end is to be. That is, we could very-easilj\gather, in the course of a few
- Months, the material necessary to enable us to deal with the item that we are
Bow looking at, No. 701, and to say that that item should be so and so, and it
- 817129 }



100 ) SELECT STANDING COMMITTEE ' 1

should not be what it is. But when you come to the problem of distributing any
reduction that might be made, having regard to the inter-corporate relations
which we inherited when we took over these companies, I can assure you it is a !
very difficult matter, but it is one which we should continue to strive to accom-
plish. Just to take one illustration, Mr. Stevens, without mentioning the v
company ; here is a company which has a bond issue outstanding—one of these ]
associated companies—which represents a theoretical part of this investment.
These bonds are not guaranteed by the Government, but they are guaranteed
by another one of the constituent companies comprising this aggregation. In,
turn, certain obligations of the second company have a relationship, from the
point of view of guarantee, to the results of a third company. Now, if you agree
that holus bolus, regardless of Government obligations, we will pay everything,
why, then, you can commence to deal with it. But I doubt very much if you, or
any other business man, would agree to consider it on that principle. That is,
you would want to weigh every obligation, and see just what we really were
entitled to pay. . : e

Hon. Mr. Stevens: I appreciate all that the Minister says, but I cannot
see that that applies to the request which I made regarding item No. 701. :

Hon. Mr. Dunxn~ina: If you forget that item No. 701 is a consolidation then,
of course, you are right, but the moment you recognize that item 701 represents
a similar account in just short of 100 companieg

Hon. Mr. Stevens: There is no other system but what that would apply to,
in a greater or lesser degree.

Hon. Mr. Dun~ine: But the Government would not be as foster father, and
there would not be the finances of the company to obligate it.

The CuHAmrMAN: Mr. Henry fas the C.P.R.s statement here, and he will
read you a few items.

Mr. Hexry: Property Investment, Including Railway Rolling Stock Equip-
ment, and Lake and River Steamers, at December 31st, 1927, according to their
1927 report, is $686,387,126.

Hon. Mr. Dun~ing: That is a capital charge?

Mr. Hengy: That is a capital charge that they car® in their direct
account. 4 \

Hon. Mr. Dux~inag: Everybody knows that the actual Investment in the 1
¢ C.P.R. roadbed, and steamers, is away in excess of that. \

Mr. Harris: The Minigter referred to Class A. companies in the United
States, running in the northern zone. Might I ask if the same accounting system
is followed by our road as is followed by the Class A. roads? <

Mr. Henry: Yes. |

Mr. Harris: How many Class A. roads are working off depreciation, and
setting up a sinking fund? \

Mr. Henry: I think all of them, from 1907, have charged depreciation, or
accounted (for depreciation on equipment. Some of them have set up depre-
ciation accounts on certain roadway items, but not very many. %

Hon. Mr. Dun~ing: Take the Grand Trunk Western, as an illustration, ‘
because it comes under the Inferstate Commerce Commission; what do you do
with the Grand Trunk Westerh?, =

Mr. Coorer: We accrue depreciation on the equipment.

Hon. Mr. Dun~NinG: According to the standard set by the 1.C.C.? :

Mr. Cooper: The Commission do not set a standard. While it is compulsory
to take depreciation, the accounting effect on the carrier, which is allowed to
choose its own rate, is somewhat nullified. When a road sets up an equivalent)
of half of one per cent per annum, it is complying with the regulation, but it i =
not getting anywhere. . 1

pi
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Mr. Harris: How many use half of one per cent?

Mr. Coorer: I took that as an extreme case. Until three or four years ago,
we only had two per cent ourselves. 4

Mr. Harris: What is the other extreme? °

Mr. CoopEr: A road that wanted to retain its profits, and put them in
reserve, would go up to six per cent.

Hon. Mr. Dux~Ning: The Great Northern has done that.

Mr. Coorer: I do not know the percentages of the different companies. The
Commission, by an Act of Congress in 1920, were instructed to? go into this
question of depreciation. After seven years of study they have not yet reached
the point where they can issue instructions as to what the carriers should do.
They had a big body of experts working on that, and they have had hearing
after hearing. 1t is probably the most contentious question, in the railway
accounting sphere, to-day. They issued an order last year requiring the carriers
to set up depreciation on roadway property, as well as on equipment, but they
immediately had to suspend the going into effect of that order.

Hon. Mr. Stevens: I wish to say that I think the system followed by Mr.
Cooper is a very sound one, if we were certain of the merits or the values lying
behind this $1,900,000,000. That is the chief weak spot I can see. What merit
is there in writing off the full cost of these, if you do not know what has been
done for forty years out of fifty? To my mind, that nullifies the whole process.
If you started at a given time with new equipment, and carried that statement
right through, then I would be inclined to think it was just as good as if you
carried the system of writing off all depreciation. But, to my mind, it is more
or-less vitiated in the absence of definite information about the real value of
this £1,900,000,000.

Mr. Harris:  That would be quite right for a period of, say, fifty years, but
when you are starting with a lot of new equipment, such as we have had in the
last five years with this particular road, then the observation of my hon. friend
does not hold.

Hon. Mr. Stevexs: I am not inclined to enter into any controversy on
that point.

Hon. Mr. Dun~ing: You both get back to the same point.
Mr. Harris: In the meantime we are going up and down.
Hon. Mr. Duxxing: We are on the switichback for a time.

The Cuamman: Your contention, Mr. Stevens, is that there must be a lot
of equipment on hand, materials, buildings, and bridges, which have been
charged up at their actual cost and on which there has been no depreciation
charged at all.

Hon. Mr. Stevens: 1 am not making any assertion, I simply do not know.

Hon. Mr. Dun~NiNG: It goes back into the years of corporate history when
. the investment in road and equipment, under No. 701, was made in the old way.

Hon. Mr. Stevexs: I have had the idea for some years that the best thing
to do would be to make a physical appraisal of the whole system.

Hon. Mr. Dunxina: You are looking rather at the symptom, and I am
looking at the disease, that is the only difference between us. This problem is
being wrestled with, but it will require a great deal of work and study. We are
all the time discovering things in connection with the early history of the Grand
Trunk, which we did not know before. One or two inconsistencies have come
to light in the last year, which have affected some particular sections of this
aggregation of companies, and which we tried to handle to the advantage of the
system, when we discovered them.

617122} *
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The CuAlRMAN: T do not think it is necessary to go into page 22. On
page 23 we have simply a detailed statement of the replacements and new
purchases.

Hon. Mr. Stevens: As far &s the locomotives are concerned, that will be
dealt with when we receive this supplementary statement.

__Mr. Hexry: Mr. Harris only asked for account No. 701.

Mr. Harris: T asked for the items included on page 21, from 1 to 77.

Hon. Mr. Dux~ing: Did you understand that, Mr. Cooper?

Mr. Coorer: I understand I had to give the net for five years, and the
gross and net for three years.

Hon. Mr. Dun~inGg: Could you do it on the individual items, as well as
on the total?

Mr. Coorer: Yes.

Hon. Mr. Dun~inGg: Tell Mr. Harris definitely what you can do.

Mr. Cooper: I am not quite sure whether we can do it just as Mr. Harris
wants it. We have a restatement of these investment expenditures, under what
we call the Engineering Classification, and which gives us the gross and the net.
It deals with the same total figure, but it goes into a little more detail. It does
not classify them exactly under the same heading.'’

Mr. Hagrris: But from one year to the other they would be comparable.

The Crarrman: Let us turn now to page 25, “ Loans from Dominion of
Canada ”. ; :

' Hon. Mr. DunnNiNG: ‘You wanted to go into the outstanding bonds, Mr.
Stevens, the other day?

Hon Mr. Stevens: Yes.

Hon. Mr. Dun~NiNG: Is it necessary to read all these figures?

Hon. Mr. Stevens: I do not know, not as far as I am concerned, but I am
not speaking for the rest of the Committee. If they want to go into them, I
have no objection.

The Cramrman: If anybody wants to ask questions, I think in that way
we would get thro'ugh it more quickly than by going through all these different
items.

Hon. Mr. Stevexs: My difficulty is that I had a questlon on these orlgmal
accounts, which are a little different from theeprinted ones, but I think I can
probably bring out my query as to that. You will probably permit a question,
Mr. Chairman; it is not quite in regard to these Loans, but what I was going to
ask Mr. Cooper or Mr. Henry was this; there are retirements in connection
with the Public Debt, set forth in this statement of accounts.

The Cuairman: What page is that on, Mr. Stevens?

Hon. Mr. Stevens: The page is not numbered. ,

Mr. Cooper: It is in the Foreword of the report.

Hon. Mr. Stevens: Setting forth the néw issues and the retirements.

Mr. Coorer: They are also shown on page 7 of the printed report.

Hon. Mr. Stevens: That is all right.

Hon. Mr. Dux~ying: We do not need to go into the other one, then.

Hon. Mr. SreveENs: It is in the preliminary statement of Sir Henry Thorn- |
ton; I presume it has really to do with the bonded indebtedness. There is an
item, Equipment Trust Certificates of various issues, $5,291400. Will Mr.
Cooper please explain that item?

Mr. Cooper: These are instalments of certain equipment issues which fell
due for retirement during 1927, and were paid off.
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Hon. Mr. Stevens: As I understand it, the Equipment Trust Certificates are
sold in connection with the purchase of equipment?

Mr. Coorer: Yes.

Hon. Mr. Stevexs: And, on each payment you pay‘in’oerest and retire a
certain amount of the principal?

Mzr. Cooper: Yes.

Hon. Mr. Stevens: It amortizes itself over a certain period of time?

Mr. CoorEr: Yes. 3

Hon. Mr. Stevens: The query I really wapt to make is this; were these
payments the normal payments within the life of the equipment?

Mr. Coorer: Yes, shorter than the life of the equipment.

Mr. HEngy: They are made for varying periods, fifteen or twenty years,
and one-fifth is paid each year. -

Hon. Mr. Stevens: Do you think this is the proper place to bring them in
and show them? I thought they would be a sort of self-sustaining thing, a part
of the separate obligations and not a part of the general obligations of the Com-
pany. > {

Mr. Henry: You think they should be retired out of revenue?

Hon. Mr. StevENs: Yes.

Mr. Hexgy: They are not, under our system.

Hon. Mr. Stevexs: Why should they not be? .

Mr. Hexry: They do not relate to the life of the equipment particularly;
it may be a fifteen year series. That would mean that the whole of the capital
would be retired in fifteen annual payments, whereas the life of the equipment
might be thirty years. ; N

Hon. Mr. Stevens: I will admit that I am a bit ignorant of this, but as I
understand it, we buy a locomotive, we issue a Certificate, a Bond, or an Equip-
ment Trust Certificate. I'do not know what length it is, but the period of these
certificates is based upon the general expectation of the prospective life of that
implement, whatever it is. \ ‘ : '

Mr. Henry: No. There is a very substantial margin of safety.

Hon. Mr. Stevens: Very good.

Mr. Henry: The margin of safety is probably not over sixty per cent, and
even then you have a 25 per cent cash investment over and above it.

Hon. Mr. Stevens: My point ig, that the genius of the. whole Equipment
Trust Certificate is that over years of experience certain terms have been
accepted as reasonable for the life of that equipment, plus a margin of safety.
Would you not agree with that? :

Mr. Henry: Yes. But that has not got anything to do with the operating
expense at all. Thé operating expense is designed on a different basis; one is
the depreciation, the other is a sinking fund for the purpose of retiring the bond.
But the bond itself may not and does not as a rule have any relation to the life .
at all.

Hon. Mr. Stevens: Should not that bond, however, be retired out of the
¢arnings of the Company?

Mr. Henry: I do not think it should, as a general rule. That rule should
only apply in a case where the two of them synchronize.

Hon, Mr. Stevens: And if they do not synchronize with that portion, we
Wwill say 60 per cent, if you like, of the life of the equipment, the margin of
safety would be 40; 40 is the only part which should be paid out of the renewal

)

Or a further issue of the bonds?
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Mr. Hexry: The answer is that it is not done that way. The reason for
that is, because one is a financial transaction and the other is an operating
transaction. If you could relate what your issue to the public is, with the life,
there might be something in it, but it is not done that way. That is as good
an answer as I can give.

Hon. Mr. Stevexs: Here is the point. You made an issue of $83,896,000
of new bonds?

Mr. HeNry: So far as Equipment was concerned, last year we issued—

Hén. Mr., Stevens: $15,000,000 Equipment Trust, Series J. Bonds;
$15,000,000 is here, part of which, $5,291,000, was used to retire existing Equlp-
ment, Bonds?

Mr. Henry: $5,291,000 of those were—that was the capital—they were
used to retire the payments on account of capital, the annual payments on
account of principal of these Equipment Trusts.

" Hon. Mr. Dun~inGg: We could not use it up. Take into account that when
equipment retires from service it is all written off; if' you take the picture in
that way, you can see it.

+ Major BeLL: You take your capital charge for Equipment. When you
buy it, instead of working off $5,000,000 every year for fifteen years, pay it all

at once and then retire your equipment in the way we do it.

Hon. Mr. Stevens: But you are retiring this $5,291,000 within a year after
you issue the $15,000,000.

Major Bern: Instead of paying the whole thing at once, we spread it
over fifteen years, which is the usual way. It used to be twenty years. Say
we buy $75,000,000 worth of Equipment, it would be spread over a term of
years at 35000000 a year. Of course the whole $75,000,000 could be paid at
once. /

Mr. HENRY: That is met out of the general issues guaranteed by the.

government but not specifically applicable to that equipment.

Hon. Mr. Stevens: In other words, all your issue for Equipment Bonds
goes for new Equipment?

Mr. HENRY: Absolutely. .

Hon. Mr. Stevexs: This $5,291,000 is not taken out of the $65,000,000?
- Mr. Hexry: Yes, indeed, it. comes out of the $65,000,000. But it is not
a specific Equipment, Issue.

. Hon. Mr. Stevens: Let me ask this question.’ Can Mr. Cooper tell me
if this is the system followed by the American Roads; do they follow this
classification of accounts? :

Mr. Coorer: Without exception, Mr, Stevens. 7
Major BeLL: It is known as the Philadelphia plan.
Hon. Mr, Stevens: And this is following the Phlladelphla plan?

Major Bern: It is following the Philadelphia plan which was inaugurated
over there. \

Hon. Mr. Dun~iNg: If the retirement system were not, followed, it would
ball up the whole works.

Mr. Cooper: Yes.

Hon. Mr. DuxNiNg: If writing off the équipment at the time of retirement
were not followed, it would throw the whole thing out of gear.

The CramrMaN: Are there any other items arising out of page 25?7

Hon. Mr. Stevens: There was another question, but it has become stale
in my mind. Go ahead.

\
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The CrarrmMaN: You had a couple of questions you wanted to put, when
we came to the Funded Debt?

Hon. Mr. Stevens: You may go ahead, as far as I am concerned.

The CrarMAN: Now let us turn to page 26.

Hon. Mr. Srevexs: This thing is so complicated that unless one sticks to
it he cannot follow it. Three weeks ago, when these statements were first
given to us, I checked them over but have not looked at them since. There

is an item here somewhere of an amount due of $40, 448000 interest on public
debt.

The CramrMAaN: It is on the last half of page 27 Interest Acerued 1927

Sir EvgenE Fiser: It is in the second column.

Mr. Hexry: That appears in the Income Account, page 15, item 5486.

Hon. Mr. Dun~ine:| It is interest accrued in 1927.

Mr. Hexry: That item represents the amount of interest acerued in the
accounts, that is, interest on funded debt accrued in the accounts during 1927.

Sir Eveene Fiser: These are the amounts due to ‘the publie?

Mr. Hesry: Amounts due to the public. \

Mr. Jeurr: How much of that has been paid dut of the earnings of :
the Company to the public?

Mr. Cooper: In the 1927 calendar year, we were short of earning that
full amount, $2,182,373.

Mr. Jevuirr:  Was that in 19267

Mr. Coorer: 1927. . /
Hon. Mr. Duxning: What did you have in excess of the wretirements the
previous year? / ‘

Coorer: $4,556,639. Taking the two years together, we had an
excess of $2,270,000 over and above the full interest due to the publie, and if
you take the two government fiscal years, March, 1927, and March, 1928 in both
years we earned the full interest due the pubhc

Mr. Jiuuirr: How much of that will fall due this coming year?
Mr. Coorer: 1 do not know.
Mr. JeLuirr:  Can you figure out the items here?

Hon. Mr. Dun~NiNG: At the time of maturity, tell us that. As I remember
it, we have not very much this year. There is an issue of Eqmpments there,

Equlpment Trust Series.
Mr. Coorer: In the budget of 1928, we are asking for 39634 755.
Sir Eveene Fiser:  What is the amount?
Mr. Coorer: $9,634,000..
Mr. Jeruirr:  That is, to retire a portion of the funded debt falling due.
Mr. Cooprr: Payments on Equipment Trust Notes and other capital debt.
Mr. JenkiNs: These items guaranteed by the Province of Manitoba, do
You retire those, and those guaranteed by other provinces?
~ Mr. Cooper: Probably provision will be made in the 1929 budget to retire
them, but that does not come up this year. \
Mr. Jengins: Or there may be a reissue,
. Mr. Coorrr: Yes. ;
3 Mr. Jenkins: They are guaranteed by the different provinces, but are pay-
~ able by the Dominion.
Mr. Coorer: I do not know about the Dominion guarantee.

¢
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Mr. Jenxkins: Will you retire those as they come due in 1929 and 19307

Mr. Coorer: I would say we would.

Hon. Mr. DuxninGg: Each province has as security for its guarantee a
mortgage on the road. : ¢

Mr. JEnkins: You treat these just as thcv come due?

Hon. Mr. Dux~gng: It will be a question of policy of the government of
the day, when they mature. I cannot conceive of any government allowing that
piece of road to go for the amount against it.

Hon. Mr. Stevens: Have you ever been in the position of calling up a
province to m .ke good its guamntee‘?

Hon. Mr. Dux~rye: I was in the position of being called upon by Major
Bell, when I was Provinical Treasurer of Saskatchewan. I did not pay him,
1 pald the bondholders. I proceeded to take advantage, as any Provincial
Treasurer would, of the terms of the Trust Deed. The Dominion Government,
of that day were aware of the terms of the Trust Deed. They allowed me to
pay three payments, but did not allow me to pay’ the fourth one, because that
would have put me in possession of the road. After that they allowed the pay-
ments to lapse, and then let me pay another three: But that is all over now.

Hon. Mr. Stevexs: In regard to the guarantee of the British Columbia
section, has the interest been earned upon that, I mean, has the interest been
paid out of the earnings of that section?

Mr. Cooper: It is not segregated.

Hon. Mr. Duxn~ineg: There is no segregation. i

Hon. Mr. Stevens: I do not suppose there is any need of segregation, when
yvou adopt the.policy of paying, but suppose you follow it to the extreme and
say you will let the province take this, you will then have to segregat/e it, to
determine what is past due.

Major BerL: Do you speak of the British Columbia Ime now, Mr. Stevens?

Hon. Mr. Stevens: Yes.

Major BeLr: It does not earn the interest.

Hon. Mr. Stevens: Is the interest guaranteed by the Province of British

Columbia?
Major BeLL: That is guaranteed by the Province of British Columbia.
Hon. Mr. Stevens: They are more or less in defau@?
* Major BeLL: We could put them in default.

Mr. Jenxkins: But you would have to give them credit for the business
originating on their line, would vou not?

Major BeLn: There would be a long legal fight over it.

Hon. Mr. Dunning: If we ceased paying them, British Columbia would
have to pay the bondholders, and under the Trust Deed the British Columbia
government would take possession of the road. What we would do then would
depend upon negotiations.

' Hon. Mr. Stevens: It has not earned interest, on that section?

Hon. Mr. DunNinG: I do not think anybody has, and I do not think you do.

Hon. Mr. Stevens: I do not think so, either, ”Dut 1 should think within the
Iasii;ﬁ two years it would be approaching that condxtlon with the increase of
traffic.

Major BeLn: The benefit is increased traffic, increased business, which they
- would not have if they took it over.

Mr. Jenxins: It would break up the road.

PO W Ty
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The CramMAN: I do not think we need to take up page 28; that is, Statistics
of Rail-Line Operation. The same with page 29.

Hon. Mr. Du~xnina: These are all simply informative statements of tonnage
and so forth—I do not think there is anything there—and a schedule of the ‘
ecompany’s present situation.

I think that pretty well completes the accounts, Mr. Chamnan

The Cuamrman: The only questions we have to determine now are the
questions Mr. Harris asked.

Hon. Mr. Dun~inGg: There was a question asked the other day, upon which
you are obtammg information, Mr. Cooper. That was not your question, Mr.
Harris?

Mr. Harris: Yes.

Hon. Mr. Dux~ing: The Toronto business, Toronto and Scarborough.
Are there any other questions, Mr. Chairman, re]atlng to the accounts, or any-
thing that we should raise, to give the staff time to get it?

The CrAIRMAN: I do not remember any others than those I have mentioned.

Sir Eveene Fiser: ‘We might as well adopt the report, and proceed with
the evidence as to the Estimates.

The CramrMAN: If you are satisfied, will you move the adoption of it?

Sir Eveene Fiser: 1 will move that the report be adopted.

Hon. Mr. Stevens: Just one moment, Mr. Chairman. I think probably
we might as well wait until we get the answers to these questions, before we
adopt the report. There is no rush about it.

Hon. Mr. Dun~iNGg: No rush at all.

The CuarrMAN: Mr. Harris’ questions will take some time.

Mr. Hagris: I understand they will not take much time.

The CramrvaN: Can you have the information ready by Tuesday, Mr.
'Cooper?

Mr. Cooper: 1 think so.

Hon. Mr. Duxying: I move, Mr. Chairman, that we adjourn untd Tuesday
next.

‘The Committee adjourned until Tuesday, April 24, 1928.
S
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MINUTES OF PROCEEDINGS

Roowm 429, House or CdMMONS,
TumspAy, April 24, 1928.

The Select Standing Committee on Railways and Shipping, owned, operated
and controlled by the Government, opened proceedings at 11 o’clock a.m., this
date, Mr. Goodison, the Chairman, presiding.

Members of the Committee present:

Messieurs: Bell (St. Antoine), Cantley, Chaplin (Hon. J. D.), Stewart
(Leeds), Duff, Dunning (Hon. €. A.), Fiset (Sir E.), Goodifon, Harris, Jelliff,
Jenkins, McLean (Melfort), Milne, Power and Stevens (Hon. H. H.)—(15).

Sir’ Henry -Thbrnton, President; Mr. Hungerford, Major Bell, Mr. Robb,
Mr. Ruel, Vice-Presidents; Mr. R. A. C. Henry, Mr. Cooper, Mr. Doherty, and
numerous other officials of the C.N. Railways and Merchant Marine, were in

attendance.

On opening the meeting the Chairman stated that quStIODS which had been
asked at the previous meeting, the answers to the same had now been ptepared
and would then be submitted to the meeting. Mr. Henry was asked to read the
answers prepared, and the same were incorporated in the record of proceedings,
as follows:—

1. Balance Sheet of Central Vermont Railroad as of the apprommate date
of the flood. ]

2. Statement of the food conditions and the damage which ensued therefrom.
. 3. Statement of the amount of money included in items 2 and 3, page 21
of the annual report under the caption “ Roadway ” which related to land and
grading during 1927, charged to this account, in respect to Toronto and the
Township of ScarborO/ but not included in the terminals.

4. Memorandum re Equipment Trusts, and the relation of same to the
Accounting prdctice with respect to the equipment retirements and the charges
to operating expenses.

Some further discussion on Canadian National Railways and equipmént /

Annual Report, bf the Government Merchant Marine taken up. Assets and
- Liabilities and Capital dlscussed Operating Account and Deficit Account dis-
cussed at some length. :

)

Report, Adopted

It was decided by the Committee that a general report would be submlbted
to the House after all matters had been considered.

Committee adjourned to meet again ’oo-morrow—Wednesdayl—at 11 o’clock
a.m, ;






MINUTES OF EVIDENCE

CommIiTTEE Room 429,
House or CoMMONS,
Turspay, April 24, 1928.

The Select Standing Committee on Railways and Shipping met at 11
o’clock A.M., the Chairman, Mr. W. T. Goodison, presiding.

The CuairmManN: Gentlemen, we will proceed. In the first place, there
were some questions asked to which answers were to be given this morning.

Sir HeNry THORNTON: Mr. Henry, will you give the answers to the ques-
tions which were asked?

Mr. Henry: Mr. Harris asked for the balance sheet of the Central Ver-
mont Railroad as of the approximate date of the flood. I present herewith
the balance sheet. : ’

CENTRAL VERMONT RAILWAY COMPANY
Barance Sueer At OcroBER 31sT, 1927

Assets Liabilities
§ octs. $ cts.
Investn.ents— Stock—
701] Investment in Road Equipment...... 22,836,402 93| 751] Capital Stoek..............ccivivnn. 3,000,000 00
202 Impmvements on Leased Railway i
PEODEE Y - o 5 s s S e Ao it 842,103 87 Government Grants— .
705 Mncellaneous Physical Property....... 26,553 50| 754| Crants in Aid of Construction......... 58,560 00
706] Investments in Affiliated Companies. . 333,225 51 A —
Unpledged Pledged ‘" |Long Term Deht—
“A" Stocks....$ 1,400 00 $141,516 92 755| Funded Debt Unmatured... ......... 13,803,165 25
‘‘B” Bonds. 100 757| Non-Negotiable Debt to Affiliated
“D Adavnees. 190:307 59. ........... et TVRI O R ey 20,411,319 07
—_— A NOESRU. N T g $ 8,041,905 52
707 Other ERveatInenta . o il soy Ol e 75,101 00 “B” Open Accounts..... 12,383,139 31
“A" Stocks. ... 103100 gt s : “C"” C.N.R. Current
AR BOMER.A 25 o s s wes 75,000 00 . Advance Account..... 13,725 76
Total Investments..,............ 24,113,386 81 Total Loag Term Debt....... .| 34,304,484 32
Current Assets— Current Liabilities— P
RO el o e N L B 423,713 92| 759| Trafic and Car Service Balances
711| Special Deposits. . : 242,138 00 PRyEBID Gt st bR T 501,019 06
712| Loans and Bills Receivable 6,116 56| 760 Audited Accouats and Wages Payable. 447,964 25
713| Traffic and Car-Service Balances Re- 761| Miscellaneous Accounts Payable....... 4,015 70
oeivablert,, 0 Sl Ll sl n ke 453,719 31| 762| Interest Matured Unpaid.............. 247,031 76
T14| Net Balance Receivable from Agents 764| Funded Debt Matured Unpaid....... J - 3,200 00
and Coaduotors. & . oaver v vnsas o v ins 105,532 15| 766| Unmatured Interest Accrued.......... 199,070 77
715| Miscellaneous Aceounts Receivable. ... 233,028 97| 767| Unmatured Rents Accrued 0186 66
716] Material and Supplies.................. 788 908 11| 768] Other Current Liabilities.............. 904 10
717| Interest and Dividends Receivable. ... 1,250 00
719 Other Current Assets.................. , 78,018 77
Total Current Assets........ voove| 2,333,355 79 Total Current Liabilities. ....... 1,404,122 30
. Deferred Assets— 4 Deferred Liabilities—
© 720| Working Fund Advances 3.827 59| 770| Other Deferred Liabilities. ........ .. 225,572 87
71| Insurance and Other Fun 9,393 76 R
722 Other Deferred Assets. .. 8,226,829 16
1 D ed As 40,050 51| 771 Uq\ad:uftedbl(i"red 102,824 08
Total Deferr T 7 MRS BRRENC R 8,240, ax TRty \ sl A s heaa e a 3
[ 775| Accrued Deprecmuon—Road \ 226,827 45
Unadjusted Debits— 776 Equipment . . 843,327 54
723 R&th and Insurance Premiums paid in Cian 778| Other Unadjusted Credits............. 248,740]40
BBt 0 o s SR Vel Sl 496 2 ol i : g it
725 Discount on Funded Debt. . 38,243 38 M\Jnadjusted Credits. ...... 1,421,719 47
27| Other Unadjusted Debits..............| 124,924 86| —_—
Corporate Surplus—
Total Unadjusted Debits........ 168,573 72| 779| Additions to Property through Income
\ 3 and Burplol. ... o iR e Sai s Yt 48,394 21
784| Profit and Loss—Debit Balance. .| 5,607,486 34
Total Corporate Surplus... 5,550,002 13
Comad Total. 2 ik i ek i 34,855,366 83 Grand TOthE RS b sabh v Ean s n 34,855,366 83
\_
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; Sir Henry THorNTON: Mr. Harris also asked for a statement of the flood
conditions and the damage which ensued therefrom. I will file that statement.

The 'Central Vermont Railway is a North and‘South Line, extending
from St. Johns, Que., and Rouses Point, N.Y., where it joins the Canadian
National Railways, to New London, Conn., together with several Branch
Lines with a total mileage of 433.3 miles of roadway.

It is composed of two Divisions, viz., the Northern and Southern.
The Northern Division main line extends from St. Johns and Rouses Point
through St. Albans, Essex Junction, Montpelier Junction, White River

/ Junction to Windsor a distance of 173 miles, where it connects with the
Boston and Maine Railroad. From this main line there are branch lines )
running generally East and West qut of St. Albans, Essex Junction, and b
East out of Montpelier Junction. : S

The Southern Division starts at Brattleboro, 49 miles South of ;i
Windsor, connection being made with the Northern Division by running %

_ rights over the Boston and Maine between these points. The main line

of this division runs thromgh Millers Falls, Palmer and Norwich to New
London where it connects with the New York, New Haven and Hartford

* Railroad, and steamers to New York. There is also one branch line from: |

é Brattleboro to the West. ' }

\ The Northern Division runs through the Green Mountains from near
St. Albans to its Southerly limit at Windsor, and as is usual in moun-
tainous territory the railway tracks follow the valleys of the main water
courses, From Burlington on Lake Champlain the railway follows the
Winooski River for a distanee of forty miles to Montpelier Junction, the ;ﬁ
Dog River a further distance of fifteen miles to the divide, and from this
point South down the valley of the White River forty-six miles to White ;

s River Junction, where the White River flows into the Connecticut River.
There are numerous small streams and feeders for these rivers, and many
power dams. 4

Comimencing in the evening of Wednesday November 2nd there was
a continuous rail fall over this part of the country, and particularly heavy
in the mountains adjacent to the railway. The Weather Bureau Reports
show that in the vicinity 6f the Central Vermont Railway from 9.00 p.m.
November 2nd to 12.00 noon November 4th, 4 total of 39 hours during
which 8.6 inches of rain fell. The greatest (rain wasg during the first 30
hotirs and the heaviest fall from 3.00 to 4.00 p.mi. November 3rd when
0.62 inches of rain fell. ' ., i
The effect of such a tremendous volume of water in the mountains
can be readily imagined; the precipitous nature of the country induced
a rapid fall from the hills into the valleys, where the tributary streams
and feeders soon gorged the main rivers, causing an overflow from their
banks into the valleys which soon became raging torrents running about
twenty-five feet above the normal level. Increased by dam failures
letting loose large volumes of impounded waters to add to the main fall,
the force of the torrents carried all obstructions before it, and in some
cases washing down the natural hills and widening ravines. Buildings in
the valleys, highway and highway bridges, railway bridges, embankments
: and fills, telephone and telegraph lines were entifely swept away or
~ damaged in the mad rush of waters, and where several converging streams =
joined the main water course as at Montpelier and Waterbury the lower
‘parts of the towns were submerged. In many cases the most severe
damage was caused by wooden highway bridges and buildings being

s |
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carried down by the streams to the steel railway bridges where a dam
was formed and blocked the water so that the added pressure swept. the
railway bridge and approach away.

Commencing at the North end and where the Central Vermont joins

‘the «Canadian National Lines and proceeding South the following brief

summary of the damage may be of interest:—

MAIN LINES e
/ 5
St. Johns to St. Albans, 42.00 miles; embankment was badly washgd
out back of North and South abutments of bridge just North of St.
Albans, repairs made and line open for traffic November 7th.

St. Albans to Essex Junction, 24.00 miles; no serious. damage and line
open November 5th.

Essex Junction to Williston, 4.00 miles; only minor repairs required
and line open November 6th.

Williston to White River Junction, 90.00 miles; this section of] the
main line received the full force of the storm and was badly wrecked,
steel bridges carried off masonry and washed down stream and broken
up, piers and abutments damaged, torn down or undermined, embank-
ments across main river and tributary valleys damaged or washed- away,
side hill cuts undermined and carried away, of which the following is a
part.lal list:— ’

Seven steel bridges completely wrecked, will require about 1800
linear feet of temporary trestle to pass trains. ‘Nine bridges were partlally
wrecked and will require temporary work. Twenty-four other bridges
with minor damage and probable undermining of piers and- abutments.
Eor(;cy—eight bridges in all on which more or less repairs Will\have to be
made.

The embankments across valleys and streams were more or less
damaged and washed out the most serious being adjacent to the bridges
and on side hills where the rush of water was augmented by the failure
of dams across streams letting loose large volumes of water against the
embankments. Preliminary survey of the damage to embankments shows

~ that of a total of 90 miles on this section; 69.7 miles good or only
- slightly damaged, 4.2 miles more damaged but passable for ballast trains,

6.6 miles will réqulre cribbing up to five feet so that the track can be
refilled and Tifted, 5.8 miles will require heavy cribbing or trestle bents
on sills, 1.1 miles of pile trestle required to pass over deep holes, and 1.4
miles of banks have fallen into the river and line will have to be diverted
and rebuilt, and 0.6 miles of bridges entirely destroyed or badly damaged.
The most serious loss of embankments is between Williston and Mont-
pelier'Junction a distance of 28 miles.

From White River Junction to Windsor, 14.00 miles; roadbed was
slightly washed in numerous places and repairs were made and line
restored shortly after the disaster. At Windsor the Boston and Maine
Railroad is used South to Brattleboro a distance of 49 miles where the
Southern’ Division of the Central Vermont commences and runs south a
dist:‘mce of 121 miles to New London. Very little damage occurred on
this 'part of the line, and this was confined to the Northern end between
Brattleboro and East Northfield a distance of ten miles where only slight
damage to roadbed was reported and speedily repaired.
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BRANCH LINES

St. Albans to Richford, 27.48 miles; for the first 18 miles out of
St. Albans there was very little damage and service was possible to
Enosburg Falls. From Enogburg Falls to Richford 94 miles the damage
was heavier, embankments were washed out for a depth of 6 to 8 feet
and track carried away and one bridge abutment damaged.

Essex Junction to Burlington, 7.85 miles; two large bridges near
Burlington were completely wrecked, the central piers being demolished
and steel spans washed in the river and destroyed. Two new steel bridges
will be required.” There was also some damage to the roadbed.

Essex Junction to Cambridge, 22.29 miles; there was very severe
washouts on some parts of this branch and slight damage over almost all.
Near Cambridge the entire roadbed was washed away. The large brisdges
were not damaged. {

Montpelier Junction to Barre, 7.96 miles; the principal damage on
this line was between Montpelier and the Junction, one bridge was
entirely wrecked and several others damaged. Embankments were washed
out to a depth of from 4 to 12 feet and the ballast in many places/entirely'
swept away. Both Montpelier Junction and Barre Yards suffered severely
and high embankments were washed out at the ends of bridges in several
places. 5 ’

The West River Branch, 35.45 miles; this branch has been severely
damaged, one- large steel bridge was completely wrecked, and several
others badly damaged. The embankments are washed out in several
places and slides have occurred burying the track with dirt and refuse.
Reports on this branch are not yet complete.

The following is a summary of the estimated total cost of restoring
the railway to its former physical condition. This estimate is however
based upon the temporary work being done under normal Winter weather,
should severe or abnormal weather occur the cost may be increased by
at least 25 per cent.

Northern Division—

. * Main Line
1 0, T SRS ES S e T ST e (R 1
Boadbod 50 0GB G L R e R
Paliaeh oo S SR R s A SRIET
Eragle: e i A s e S i RSB
BeNCI s, oo T S s o 11565
Clverbal s L O LN ST e v B0 208
o e SR ek At S e S Wl i
Brahdingm: i s 0 e R e 0
S0 dalh el e e £ T e ST AR AN
Telegraph and Telephone.. .. .. .. .. 13,000
Miscollameong. . .0 0 ul, L5 L vl 8200
CONFIMgEREIONM i, L bt o SO S RN 3
JV. R A RN S TR R R DR R B 5y
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Northern Division—Continued Y 3
v Branch Line
Roadbed and Tratk. 575 5 7., 0.0 L6 73,000 { '
Bridges and Culverts.. .. ... .. .. 277,000 &
Telegraph and Telephone.. .. .. .. .., 2,000 p
T2 R B e 0 Sl B g, e e T Yl 5k 6
Southern Division— S :
Main Line TS
Road'bed and Traek. L L0y - 000 05 000 Wi
Branch' Line £ 5]
Roadbed and Track sEN e BN R S 3000 Sk
Bridiges . 7 Cal ot D e P a0 e e 100000 161,000 5
Grand Tataly . o 0o D AT L a0 8 2068000

It is probable that ‘the total expenditure will closely approximate :
$3,000,000 before all the lines are permanently restored. ;
Montreal December 3rd, 1927. SEa

Mr. Henry: Mr. Harris also asked for a third sté.tement indicating the 7
gross expenditure on capital account, the retirements and the net, to corre- =
spond with the figures on page 21 of the annual report. .

Mr. Harris: May I ask if that also corresponds to the years 1925 and
1926?

Mr. Hexgy: 1925, 1926 and 1927. 1 will file that statement. \

A




CANADIAN NATIONAL RAILWAY SYSTEM

Roap AND EquipMeNT EXPENDITURES, 1025-1026-1927 PER STANDARD CrASSIFICATION AccouNTs 701 AND 702

: Power Sub Station Apparatus..............

. 1925 1926 1927
_ Acet. > Acct.
; No. 701 702 Total 701 | 702 | Totzl 701 702 Total No.
$ octs $ cts. $§ octs|, § cts § cts. § cts. $ cts. § ots § octs.
Road— ! 3

R0 T g T e e G i SRR A 1 340,064 74| 10,551 41 359,606 15 398,475 32| 13,232.06 411,707 38 740,212 54 3,679 16 743,801 70 1
led for Transportatlon Purposes. ......... 2 729,710 88 28,088 34 757,799 22| 1,955,237 25 107 1,955,345 05 2,680,856 05 34,002 90| 2,645,953 15 2
CRRRTINE . oo or ok otths higas s iTs B TR 3 2,480,515 36| 106,334 70 |2,586,850 06(' 2,671,624 86 106,482 11} 2,778,106 97| 5,276,701 17 8,749 36/ 5,285,450 53 3
Tunnels and Subways .................. . b 26,766:36].......:...0; 26,756 36 53,883 401 .. sl e 52,883 40 B AP BB 3 et 37,489 68 5
Bridges, Trestles and Culverts............. 6 1,685,448 59| 82,557 68 |1,768,006 27| 2,420,219 78| 08,723 62| 2, 488,943 40| 3,060,383 77 22,208 14| 3,091,591 91 6
‘Elevated Structures........... SO 7 il S ) PR SR ey e ] e P o e e £ R R o S D (ol i s o 7
8 1,414,236 77| 19,985 58 |1,434,222 35 826 043 03 7,436 98 833,480 01 772,519 70 9,351 98 781,871 68 8
9 1,984,608 84 64,363 99 2,049,062 83| 1,712,597 45| 49,338 02 1,761,935 47| 1,550,102 11 27,316 72| 1,577,418 83 9
10 1,865,883 19 61,561 70 |1,927,444 89 2,354.468 91 86,047 02| 2,440,515 93| 2,501,968 89| 28,860 78| 2,620,829 67 10
11 819,279 45 11,412 26 830,691 71| 1,164,872 17 15,375 10 1,180,247 27| 1,627,301 88 11,540 98] 1,638,842 86 11
Track Layulg and Surfacing. 12 1,208,873 49 19,489 38 1,228,362 87| 1,159,025 80 22,419 64 1,181,445 44| 1,216,323 93 23,861 98| 1,240,185 91 12
‘Right-of-Way Fences..........ov...o..ocn 13 198,121 36 457 23 198,578 59 209,739 64 600 23 210,348 87 118,053 54 5,582 25 124,535 79 13
Soow and Sand Pencee and Snow Sheds....| 14 29,427 81 5,269 21 34,697 02 18,353 19, 1,112 01f . 19,465 20 28,303 83 2,477 24 30,781 07 14
Crossings and Signs. ........ocoeivezaivins 15 392,414 121 35,222 89 427,637 01 628,385 78 86,781 77 715,167 55 211‘,'0]2 57| 150 13 211,162 70 15
Station and Oﬁice B\uldmgs o el 796,311 23| 14,654 80 810,966 03] 1,206,992 93| 12,915 47| 1,219,908 40| 2,007,765 67 24,033 37| 2,121,799 04 16
Roadway Buildings. 17 31,742 42 5,558 98 37,301 40 136,953 75 4,462 79 141,416 54 299,458 38 344 96 290.803 34 17
Water Stations 18 254,616 11 5,726 93 260,343 04 349,755 69 1,673 70 348,081 98 446,608 68| - 14,160 38 460,859 06 18
Fuel Stations. . Kve Sy 8] 51,458 40 1,008 27 52,466 67 149,225 18 7,768 47 141,457 31 123,019 01 1,844 33 121,174 68 19
Shops and Eng O TROUBER. 42172 setun s s 2o 20 452,668 28 31 207 13 483,875 41| 1,404,901 5 93,587 13| 1,498,488 71 066,919 67 15,562 93 982,482 60 20
GETE L IOVRBOTE -, 5.5, aicasoaras v b g atiie aan s 4 21 14,454 22 357 53 14,006 60| 1,174,066 97 8,730 75| 1,183,607 72 66,547 97 2,668 02 63,879 95 21
Storage Warehous 22 16085 o e wo s T R R - P i S (b s T A R o b E e ] e e 22
Wharves an: 23 32,701 20 6,899 94 25,801 26 191,578'13 67 26 191,510 87 214, 679. 53 49,822 83 264,502 36! 23
Coal and Ore Wharv 24 AUEIRNT . T T CTE ) e N RS SRR RG Ml S el ol 471 2,718 08 2,670 91 24
Gas Producin, Plant,s ; 25 L L) e 399 ARIBTe Ll e T T Bt RO el Rt (I, £ gy iy ST A 25
Telegraph an hone 26 59,832 77 7,711 97 67,544 74 106,061 06 2,719 26 108,780 32 Gl 360 01 482 81 61,842 92 26
Signals and Intm‘loc ers. 27 83,423 64 3,038 16 86,461 80 87,389 05 188 49 87,577 b4 363.477 07 27,315 78 390,792 85 27
Power Plant Buildings. . 29 58,809 28(............ 58,809 28 14,300 40 14,300 40| = 86,426 56).............. 86,426 56 29
Power Sub Station Bmld 30 2,020 30 el ey 2,920 39 Gy o o (1) PEERR 1,501 10 DIGARY. I L e 218 44 30
Power Transmission Systems. 31 7,884 67 1,073 30 8,957 97 1,011 41 1,011 41 P Y@ RS S 23, 847 30 31
Power Distribution Systems. . 32 84,032 76 859 66 84,073 10 33,669 52 35,786 87 97,806 95 1,930 07 95,965 98 32
Power Lines, Poles and Fixtur 33 69,240 59 792 69,248 51 3,798 41 3,867 77 86,750 59 127 10 86,877 69 33
Undergroynd Conduits....... 34 7,911 15 2,087 41 ISR, e e i 5,184 41 34
lscel eous Structures 35 245,281 07 44,951 15,136 12 579 70 15,715 82 35
REVABES SE e 36 8,342 82 23,225 VAR R AR 2,561 91 36
Rnadway Machines.. 37 29,248 68 20,107 28,269 67| 647 27 27,622 40 37
Roadway Small Tools 2 <] a8 2,970 97 20,528 23 14, 9978wt i s Ll 14,997 82 38
Assessments for Publie Im fovemnents.... 39 118 451 07 125,295 62 113,130 190 737 04 17 374 62 173 362 42 39

Revenues and Operatmg Xpeises during
i Construction.......... 40 7,288 37|... 7,288 37 20 93 IS IREEM S 003 Ly 215, 189 59| 40
Cost of Road Purchased ..... 41 201°89]. i e ;B ) SR R 1,278,201 89 41
Other Expenditures—Road......... d...... 43 3,664 63 3,664 63 3,549 06 3,549 06 LT | A 150,343 14 43
Bhop MABhINery.« < - = . 5. ou. voyps oz bies 44 62,007 93 56,849 41 272,136 06| 20,879 51 293,015 57 208,298 21 2,176 70 206,121 51— 44
Power Plant Machinery.................... 45 133,764 59 38 271 98 STERBEATLS 7 it 27 858 97 S R s N T 17,220 07 45
46 ,420 563 5,420 53 0;018:39" v .. iaio 6._618 39 W U NN o 3,678 79 46
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Unapglied Construction Material and Sup-| =
T R RPN O LS S R s T s 47 TR e R s 5,034 50f = 15,658 25]............ 15,658 25 825380811 s ovveiae 82,350 61 47
3 ¥ 15,163.796 43| 514,300 85| 16,278,097 28| 18,538,152 62 577,778 07| 19,115,930 69| 24,166,505 15 211,945 79| 24,378,450 94
Equipment— . ) :
Steam Locomotives....... A e e 51 1,067.937 59 4,391 01| 1,072,328-60 248,924 80}, 5 e v 248,924 30| 5.836,383.92|.....0 .. ... . 5,836,383 92 51
Other Locomotives. ., .o....cvecoiinnisne. 2 8 R At L A U T S 1 e AT A 64,322 26]...... 0 ~.. 64,322 26| 400788l i 314,067 83 52
Fveight Tram Cars sl e s ive v gavns 53 488,906 12 487,025 10| .395,168 OL}. ........... 395,158 01| 6,738,342 00]. .. ........... 6,738,342 00 53
~—Passenger TrainCars................. S 54 1,363,198 37 1.363,198 37| -~ 785,293 66f. .0 ......... 785,203 66| 5.696,616 40]....,......... 5,696,616 40 54
Motor li‘:uil)mmt OP ORI 0L s s 55 523,223 84, 523,223 84 13580 B8 e o L Dl 14,736 58! 289.°860 881 =5 o s , 869 53 55
Floating Equipment . ..................... + 56 4,132 54{. .. 4,132 54| 1,226,296 54].....~..... 1,226,226 54 L D ls S50 L arionb 509,634 70 56
Work Equipment... .. .......... RdH sl 57 32,604 03| 93,970 58 126,574 61 OREABY. 18Y. 557 s 622, 187 74| 1,070,351 07| ' 10,793 85| 1,059,557 22 57
Miscellaneous Equipment.......... % ay e 58 12,725 18 304 00 13,029 18] 36,406 79 2,000 00, 34,406 79 A L T TR 29,612 14 58
l,Zbl,W 43| 99,038 61 1,192,605 82| 2,105,000 36 2,000 00| 2,103,090 36| 20,434,877 59 10,793 85| 20,424,083 T4
General— ; : 8
Organization Expenses.........coooovivie.. 71 16 83 w16 88]; 5287 s, : B [0 oy o i 6,418 56 6,418 56 71
General Officers and Clerks. 72 16 83 16 83 5,826 37|, 3 5,826 37, 12,288 17].. 12,288 17 72
73 557 13 557 13 19 18|. 19 18] 18,960 47| 18,960 47| 73
74 4,232 72 4,232 72 8,434 03]. 8,434 03 6,655 18] .. 6,655 18 74
75 7,970 02 7,970 02 1,507 50). 0% | R s A ) (PR oA SV ko [ SIS0 0 75
76 183,570 07 183,570 07 244.971 91). 244,071 91 354,281 71 354,281 71 76
77 27,119 81 27,119 81 22,791 23 22,791 2'3 6,212 26 6,212 26 w
: 222.301 83)........... 992,301 83| 237,967 76|, .oom......| 237,967 76| - 392,390 83|.............. 392,301 83
“ Total Classifie]l Expenditures......... b 17,277,742 60| 415,262 24| 17,603,004 93| 20.881,210 74| 575,778 07| 21,456,988 81 44,093,774 57 201,151 94| 45,194,926 51
Expenditures under Suspense Appropriations. ... 264,111 05, 7,115 14 256,995 91 587,778 34 11,568 13 576,210 21 384,771 11 65,297 50 319,473 61
Expenditures by Separately Operated Proper- L
1 e e G PR o S S 1,044,708 54| 22,481 77| 1.067,190 31| 1,802,712 13| 51,619 41} 1,751,092 72| 1,587,168 29 921 00}, 1,588,089 29
Transfers between Balance Sheet Accounts not
applicable to the year’s expenditures........ 621,734 98 621,734 08| 4,283,617 08[1,522,346 85| 5,805,963 93| 5,137,702 96/ 2,321,788 63| 2,815.914 33
Hudson Bay RailWay..., .. ccoon-ioiaiimmoniid o0 Jovriivasiioduna o bimnihosenn s cidnins 14,944,515 311 . 7.7 0= E Ty TR T e e T R ST R el e,
Central Vermont Railway......... .ol - b £ o R ettt & TEFT oiFow: T e vie £ V4 28,544,006 12| 660,207 74| 29,204,213 86| 22,844,278 38 712,185 54| 23,556,463 92
’ 17,964,827 30| 430,628 87| 18,305,456 17 31.412.0)8 36| 326,412 32| 31,085,606 04| 28,480,596 33I 2,766,603 73| 25,722,902 60'
- % RECONCILIATION :
Acct. 701 Acet. 702 Tg:tial
Balance Sheet at Decembaer 31st, 1024, ... ..o ivviniviiiiiiiiiinsiriiisiriiran e nses 1,837,072,740 64 5,8g8.65l 08 1,842,933,391 72
Change Quring 1925 . ... v Fieovv. v anvinndivns o Ldatds v s vy viees 17,964, 827 30 . 430,628 87 © v 18,395,456 17
Change during 1926.. 31,412,018 36 326,412 32 81,085,606 04
Change during 1927............. PO P P R R PR R R P 28,489,596 33 2,766,603 73 25,722,992 60
J Balad0® Sheat at December 318t, 1927, .. ....uvviuiiiineiisoinsaeris e 1,914,039, 182 63 3,198,263 90 1,918, 1375446 53
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3 CANADIAN NATIONAL RAILWAY SYSTEM 4
ExPENDITURE oN Roap AND EquremeNT, 1025-1926-1927, PER ENGINEERING CLASSIFICATION
—- \
. Year 1025 Year 1026 Year 1027
g3 i Expenditure 4 Expenditure 3 Expenditure
A% % Expenditure . less E jture less Expenditure less
Group Deseription applicable Retirement | Retirements | applicable | Retiremet | Retirements | applicible | Retirement | Retirements
No. ! to Invest- | of Property | applicable to Invest- | of Property applicable to Invest- | of Property | applicable
o ment in Credited to Lavest- ment in Credited to layest- ment in Credited toInvest-
Road and to Capital ment in Road and to Capital ment in Road and to Capital | - ment in
Equipment Account Road and Equipment Account | Road and | Equipment Accouat Road and
Equipment e Equipment Equipment - g;
$ ects. $§ cots.f 7§ ots $ ots. $ cts. $ cts. $§ cts. $ cts. $ ots. g
e 1A |New lines constructed..................c.oevnnn .| 6,971,003 03 18,283 44 6,952,809 59| 5,280,684 89 179,305 68| 5,101,379 21| 8,020,939 92f......ccv0uvnn 8,020,939 92 Q
B |New lines a.cquu'ed .............. J B0 80. 5 i el en ek BB s e an n caid [ o SO s e LR SR s Siga pnii 20108 B s 26,135 75 =
C |Line diversions. . —1,683 30 140,445 43 138,762 13 23,107 49 76,311 14 002U BBEE, s S e s il ovsans s salias [op vs i 2a% wodlian Itn
I |Doub! etmckmg &3 76,245 76 5,674 23 70,571 53 8,807 14 2,648 90 6,248 24 33,858 49 1,835 61 32,022 88 ~N
2A |New rails and fastenings......... .| 3,145,204 49| 2,677,163 03 468,041 46| 5, 013 809 89| 4, 288 495 16 725 314 73| 5,151,367 83| 4,525,338 10 626,029 73 B
B Rehﬁng rails (S/H Rm]) s'e U s BN i .1 1,526,584 00 1, 202 581 41 324,002 59| 1,382,633 54| 1,043,661 27 338.972 27| 1,250,887 93 912,750 74 338,137 19 =
03 e PN S T0aoly i vy oo s i sie 8 33 787,264 91 49,774 77 737,490 14 1,471,765 97 73,-108 95 1,398,357 02| 1,770,205 49 59,003 45| 1,711,112 04 ]
DR AROROR S s 5 o trarss o 20k #aoe 3 b P 223,138 03 17,801 28 205,336 75 286,052 67 9,683 57 276,369 10 285,881 67 24,525 68 261,355 99 oy
S T TR S SR AT R ey 25 0 T R YOYRE VR G B R AT PR o il I oo DR PRt T ISR OIS o I R =
4A |Rock ballast.. ; L 210,763 97 51,502 61 159,261 36 145,839 00 35)04 53 110,634 47| 459,861 77 43,014 90 416,846 87 Q
B |Gravel ba]last 258,602 69 1,280 00 257,322 69 282,682 55 31,207 64 251,474 91 0B 6T A0 s s v eve wa 398,761 49
C |8 e R e R R L AN RS S e SRS 35780700 - eosiist’s =50 3o 3,750 00 et OO e £ s 9 3,00000 o
5A |Widening cuts and fills.. 58,972 56|. .. 83,874 32]...000ivuninns 83,874 32 117,477 66 3,600 00 113,877 66 Q
B roc cuts...... Y 23,107 06 A 088188, % et S s 24,633 83 195708081 .55 Sases e 19,708 05 g
T R R T 44,053 33 47,728 19 800 00 46,928 19 23,374 03 3,200 00 20,174 03
B Retalmng wall and crib work. . ¥ 22,437 29 45,483 67 5,213 70 40,269 87 86,856 00 16,692 70 70,163 39 E
- P2 S Y e e O 40 974 78 28,892 b4 2,330 00 26,562 54 27,025 17 2,130 00 24,805 17 ~
B |Tile dmmage ................. &f 165,700 91 268,328 781 v it gy 165,324 72 134,528 90 5 514 00 129 014 90 =
L R 1288 7 8,179 41 1,633 08 6,546 33 14,006 64 1,097 03 1200061 N3
8A nghwaya.nd farm crossings. . = 21,219 58 4,734 00 16,485 58 37,461 27 3,323 30 34,137 97 20,252 85 4,037 72 16,215 13 &
B dway and paving.......... v 34,710 66 500 00 34,210 66 35,052 72 1,286 00| 34,666 72 - 44,967 75 12,372 96 32,594 79 &
9A |Right of way fence.......... g 52,972 90 4,962 74 48,010 16 66,986 75 2,868 82 64,117 93 44,342 59 1,001 73 43,340 86
B [Snowfence........,..... i L) R I e 29,884 79 15,352 34 641 48 14,710 86 20,052 32 1,410 00 18,642 32 |
10A |Large freight terminals. ... 048,212 21 212,196 93 736,015 28 A A0 OLL, . v, s 275 494 01| 1,306,407 76 2,307 94| 1,304,099 82
B e passenger mrmmals S 1252900 00): & i ivainaa 12,299 00 842,845 79 44,814 57 798,031 22) 1,276,418 35 77,593 51| 1,198,824 94
11A |Other yard tracks and pubhc business sxdmgs 603,216 47 125,716 64 477,499 83| 1,731,997 16 173,893 38| 1,558,103 78| 1,480,012 85 240,049 15| 1,248,063 70
B |Passing trac! " 148,822 43 10,421 49 138,400 94 '245 680 54 71,4217 238,552 82 294,108 04 27,349 27 266,758 77
= C |Private sldmgs 407,609 31 233,537 29 174,072 02 307,457 72 139,729 46 167,728 26 307,685 56 270,995 24 36,690 32
12 |Roadway- scellaneous 214,478 88 210,570 48 3,907°80 327,552 06 165,149 35 162,402 71 404,028 38 250,719 18 153,309 20
= 13A |New steel bridges or the replacement with con- : s
crete or steel bridges. ..............c.c.coiinn. 1,224,912 03 330,984 72 893,927 31 404,749 73 121,749 14 283,000 59| 1,082,756 01 207,616 55 875,139 46
. B |Culverts, new or the replacement _thereof...... 373,876 91 138,382 21 235 494 70 425,190 16 185,685 79 239,504 37, 363,487 08 184,116 07 179,371 01
C |New timber bridges and trestles or replacement g 8
of existing timber bridges or trestles in kind.: 185,816 49 44,672 48 141,144 01 612,366 62 269,806 64|  342,469-98 232,677 45 134,063 76 98,613 69
D Replacmg timber bridges and trestles with cul-
U0 B TR TR B SRR e 715,767 26 227,397 28 488,369 98! 1,130,016 20 329,242 17 800,774 03 841,559 02 303,902 63 537,656 39 b




Replacing timber brndges and h-estles with per-| '
manent concrete or atael brldgee 102,685 85 35,106 03 67,579 82| 528,713 40 117,089 35 411,624 05, 200,292 03 50,192 29 150,009 74
'Tunn ﬂy 40,4036 1,000 00 30,403 67 31,756 68 3,288 00] 28,468 68| 60,052 16 11,152 61 48,809 55
4 10,594 72| 200 00| 10,394 72 70,513 67 148 00| 70,365 67 L% 73,308 01 230 00 73,078 01
‘B Proteimon or elimination of grade crossings by :
subways or overhead bridges.................. 900,743 03 8,909 37 801,743 66| 3,953,062 55 29,209 60| 3,923,852 95| 2,114,500 40| 553,217 98 1,561,282 12
g High ment of present overhe:d bndge% ...... s 85,104 19 15,185 00 19,829 19 8082010 -, sk s “11,893 16 ,904 22 14,613 70 35,290 52
WA, rotection tes, i t — .
- y iy p y@ ........... 39,760 07 8,540 20 31,219 87 71,986 24 18,423 32 53,562 92 69,850 07 19,639 27 50,210 80
16A |Other sta,txong and shelt,ers ,,,,,,,, 122,564 24{ - 82,284 42 40,279 82 211,978 64 03,826 80 118,151 84 336,164 07, 107,179 95| 288,974 12
B Fre;ﬁ\t i R Sy PR R 146,026 77 41,413 27 104,613 50, 75,798 31| - 5,234 81 70,563 50 205,718 50 18,779 11 186,939 39
o T S T R R e 0k ,055 84 16,770 25| 36,285 59, 36,673 44 © 5,282 00 31,391 44 21,886 74 5,494 98 15,701 76
D Statlon dwellm@ and bunk houses. 47,204 07| 15,384 31 31,819 76 128,568 78 31,667 98 06,870 80 183,546 40 38,324 20 145,222 20
T ARIBEIIIOR, v 0755 b m e i o s e 42,995 81 5,356 29 37,639 52 66,286 01 10,675 46 55,610 55| 92,665 13 10,474 52 82,190 61
T Bmldmgs (miscellaneous).......... 95,813 88 79,009 79 16,804 09| 131,408 01| 113,476 07 17,931 94| 138,195 62 41,802 55 96,303 07
G |Express facilities onrailway..... 180 87 v Sl & v 1,189 87 5,247 22 300 00 4,947 22 3,338 98 15 00 3,323 98
H k scales. .. 47,551 45| - 13,036 81 34,514 64 43,727 72 33,854 18| 9,873 54 7,043 65 200 00 6,843 65
17 |Water supplies. 209,654 68 99,752 26 109,902 42 364,460 22 206,928 88 157 531 34 305, 784 133,834 05, 171,950 80
18  |Fuel stations.................... 78,848 45 60,432 gg 10,415 52 171,964 70, 60,964 93 101,999 77| 204,967 61 33,280 53 171,687 08
19A |Turntables.............. 40,805 34 46,660 * ,854 99 58,578 82 17,597 00 30,981 82 227,890 49 58,777 36 169,113 13
8255 0T s e R el ISRl 10,186 98b 53 ey coman 10,186 92 11,496 13 300 00 11,196 13 11,402 72 4,970 00| 6,432 72
C |Other engine houses. machine shops, ete. 163,706 10 72,036 82 91,669 78 141,896 17 73,580 64 68,315 53 228,855_ 74 119,397 49 100,458 25
20 |Other locomotive and car shop buildings 151 555 41 28,561 5 122 993 83 136,147 71 87,068 08 49,079 63 369,502 80 149,107 89 220,394 91
21 |Docks and whatves and dredging for same, © 42,602 62]- 37,935 51 4,667 11 169,696 40 26,072 30 143,624 10 196,720 42 49,756 18 146,964 24
32 S JCral ClovaEarE, - .cvvvi oo ssievos i he dans 30.301 14/ 468 00, 29.833 14 3,432 24| 1,174,888 23| 1,178,320 47, 86,735 16 13,540 30 73,194 86
23 |Automatic block mgna.l.s and interlocking p 195,739 27 25,151 00 170,588 27 66,362 78 14,025 54 ...337 24 290,208 86 4,730 93 281,477 93
Carried forward...........coovuenes 21,273,564 71| 6,445,287 17| 14,818,277 b4| 27,213,441 OBI, 9,328..242 71| 17,885,198 38, 3'1,029,557 52| 8,760,028 81| 22,260,528 71
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CANADIAN NATIONAL RAILWAY SYSTEM :
ExpeNpIture oN Roap axp EqQuipMENT, 1925-1926-1927, pER ENGINEERING CLASSIFICATION
Year 1925 Year 1926 Year 1927
i Expenditure Expenditure Expenditure
o Expenditure less Expenditure 3 less Expendltura.L ess

Group Description applicable Retirement | Retirements | applicable | Retirement | Retirements | applicable | Retirement | Retirements

No. 2 to Invest- | of Property | .applicable to Invest- of Property applicable to Imvest- of Property applicable

ment in Credited to Invest- ment in redited to Iavest- ment in Credited to Invest-

Road and to Capital ment in Road and to Capital ment in Road and to Capital ment in

Equipment Account Road and Equipment, Account Road and | Equipment Account, Road and

e Equipment = Equipment Equipment
$ cts. $ “ots § ots. $ cts. $ octs. $. ots: $ ots. $ots. $ cts.
Brought forward. .................. 21,273,564 71| 6,455,287 17| 14,818,277 54| 27,213,441 09| 9,328,242 71| 17,885,198 38| 31,029,557 52| 8,760,028 81| 22,269,528 71
24A1Locomotives purchased or built................. 802,619 06./0.oviiiiainsl 302,619 05 383,398 59]......oniinnnn 883,395 69| 6,576,381 27|.. ... ........ 6,576,381 27
A2{Locomotives, additions and betterments 264, 162%84 1. Lot 254,162 34 BRI o e 537,037 31 746,569 67f...........x 3 746,559 67
A3| Locomotives, rebuilds................ 123,531 37 48,519 64 e e I N e ol B Ty Dot by o, RS b A P PR L
At oobmotiverralited., i R ] e 1,704,121 72| 1,704,121 72|.............. 1,105,034 94| 1,105.034 04f.............. 1,172,489 19| 1,172,489 19
B1|Freight cars purchased or built........ 1,426,813 TB1. ... ..., ik 1,426,613 75 528,092 481, ......% ... 528,092 46/ 8,403,868 66].............. 8,403,868 66
B2|Freight cars, additions and betterments, 488,053 00].............. 488,053 00{ 1,073,219 44|.............. 1,073,219 44 Bate ACRTL T T 527,261 87
B3|Freight cars, conversions and rebuilds. 881,360-85| - 582,550 93 298,809 92 9,541 95 142,054 66 132,512 71 2,523 62 208,136 27 295,612 65
B Froipht CATATBREIO i 1y 37 ver T iia s s M Bhide b ats £t L5650 5T L BB BB BTl . i e 1,864,858 10| 1,864,858 10|.............. 1,897,175 88| 1,897,175 88
C1|Passenger cars purchased or built...... 1,080,084 081 ..~ .o, .00 1,286,164 02 82098471} ok e 820,964 71| 5,551,083 89.............. 5,551,083 89
C2{Passenger cars, additions and betterments 210,082 93] 210,082 92 256,800 18 .. ... .. .. 256,890 18 43,280 80% vl e 343,280 89
C3|Passenger cars, conversions and rebuilds. .......|.............. 160,506 41 160,506 41 6,136 46 144,720 61 138,584 15 640 02 82, 650 21 82,010 19
Pas: CPearsTOLIOd .. oo\, 5y i, e ey o it 72,542 16 T2 0825181 . <o 162,977 08 O ST OBIL R e ah 115,747 19 115,747 19
D1|{Motor Equipment of Cars purchased or built. .. PR S oerdts | 523,223 84 PR ERBTORY <5 i ety 22,236 58 2398098815 L ok wry ndieiies 239,869 53

D2{Motor Equipment of Cars, additions and better- -

e R e TS o ey T ey NSRRI T e e e T e | R hAoa s T ] R R T SRR [ T e 2 SR R S . VG vt BTN
D3[Motor Equipment of Cars, conversions and|. ”

PO i e, S e i Tas 5 o o e TB00:00) s o sl seai s v s Ve s [ s e e
D4Motor Equipment BhCe e e, ST A el s e S e TN T S [ e e R e T e P L LSS T e
E1|Floating Equipment purchased or hillbsor, 20 " 1,225,997 97 838:080°811. .. i 538,030 31
E2|Floating Equipment, additions and betterments 228 57 D073 08 | e v T 6,672 95
T T T R ST T S TSR e T R T AR A N | A e i PRy preey s ane o L (NN SR ] IMINESI TS I ey e M Rt 35,068 56 35,068 56
F1|Work Equipment purchased or built............| 97,104 83{..... 97,104 83 519,428 95 519,428 95 784,438°86].............. 784,438 86
F2|Work Equipment, additions and betterments.... Y i T | PR RS 27,924 25 19,057 25 19,057 25 BIR8L-27 . LA 25,351 27

.._F3|Work equipment, conversions and rebuilds...... 143,217 20 48,876 82 94,340 37 267, 687 10 23,310 66 244,376 44 410,927 87 5,245 66 405, 682 21

o ¢ Work Fapipment POUTed v b Luie iagrss B o [ st ina Ad cuh 345,944 06 345,044 06f.............. 160,674 90 100, 874001, . v, s 155,915 12 155,915 12
G1 cellaneous Equipment purchased or built. . $5 16, 700 DAY LT _16,709 54 A1 00441, S o 41,700 44 ST, 34,481 15
G2|Miscellaneous Equi t, additions and better- -

PR s T T s BRIt DR AR e g UL G peat et di R i s S T MR i T NIRRT N S PR ol |- A oh P e

‘G3 MlsceﬂaneousEqmpmentretned =% B g o s s 7,293 o R e S S A 4,869 01 4,869 01
25 Sho machinery and tools............ ... eiin. 122,344 04 /473.711 22 245,670 69 228,040 63 565,088 30 287,583 16 277,505 14
26A |Railway telephone despatch lines and equipment’ BB 01 e s o wn s 60,238 30| 13,742 34f.......; s 13,742 34 5,808 0. s s 5,253 93

B Rallws,y telegrap SR ] e e e 2,018 29 83,846 30/ 800 83,046 30 32713 23 44 00 2, 669
27 |Purchase d... 500,943 96 123,271 93 377,672 03| 1,278,192 90 570,001 03 708,191 87| 1,353,263 02 186,241 31| 1,167,021 71
28 Electnfym lines a5 (i b e SR 778 45 15 CAG B 1,746 87 18,628 67 2,830 54 15,798 13
29 'Co-ordination of facilities.............. g 1,358,702 29 785,942 22 572,760 07! 2,424, 912 271 2,381,414 96 42,497 311 1,210,736 12 706,974 38

W AL NS TP T PR RE o N e

508,761 74

8il

NIAGNVIS LOTTHS

-

HALLIN OO

(A




30 Swvays—nghtofwayand [ TR, ) S0k B r Lt s 25,501 80 @2 BL DI 25es oo vivon o 32,631 01 AR S TR R 8,940 81

32 |General miscellaneous..........cc..vuvunieinnnn 371,644 22 114,865 86 256 778 36| 284,534 38 190,537 48 ,996 90 438,971 23 325,108 58 113,862 65

324 Flre pmt,ect ................................... s ARSI TR s s VBB 7 S RS [ o B AR ead 0.5 5 S aiwtes PR s [ER AN S 4K G1ans BIL S o M o o B s 23,974 91 350 23,624 01

40 esDepartment buildings and equipment. .. ‘195 402 98 4,206 06| 191,196 92 122,069 29 26,965 61 95,103 68 180,267 16 7,824 00 172,443 16

42 . |Traffic Department..........cieuenscesssnisnii ‘6,903 12 _415 64| 6,487 48 33,706 61 619 35 23,087 26 8,215 47 655 85 7,559 62

z 43 land Tax Deparhment ..................... 74,319 92 9,599 40 64,720 52 1341063 Tho oo v aeia 134,052 71 173,012 64 1,729 79 171,282 85

44 |Colonization Department..............cooveiis 2,818 01 1,192 70 1,625 31 s by 11 i 1 SRR e 1,563 19 1,731 18 Y 250 00 1,481 18

Total Classified Expenditures........... 30,006,483 93| 12,313,479 00 17,693,004 93| 37,819,665 24| 16,362, 676 43| 21,456,988 81| 59,241,844 02| 14,046,017 51| 45,104,026 51

xpenditures under Suspense Appropriations.. 264,111 05 7,115 14 256,995 91 587,778 34 11,568 13|~ 576,210 21 384,771 11 65,297 50 319,473 61,

g *mdnumby Sepantely rated onpertles 1,044,708 54 22,481 77| 1,067,190 31| 1,802,712 13 51,619 41| 1,751,092 72| 1,587,168 20| 921 00| 1,588,089 29

not

spphoabletothe yem'sexpandltures .......... 621,734 98 621,734 08 4,283,617 08| 1,522,346 85 5.805.963 93| 5,137,702 96/ 2,321,788 63| 2,815,914 33

IO DAY BRI L s o e e s < S kO AR T « 4o [ ER OSSRV v six s e A AR 14,944,515 21|..... PO r M R R G, BTN e

(Central Vermom‘. leway .................................................. ,544,006 12 660,207 74| 29,204, 213 86| 22,844,278 58 712.185 54| 23 556,463 92

] E: 30,693,568 54| 12,298,112 87| 18,205,456 17| 48,350,472 86| 17,264,866 82| 31,085,606 04| 42,737,665 78| 17,014,673 18| 25,722,992 60
RECONCILIATION

-

Balance Sheet at December 31st, 1924
Change during year 1925...
Ghange during year 1926,
Change during year 1927,

Balance Sheet at December 31st, 1927

$ cts.

 1,842,933,391 72

18,305,456 17
31,085,
25,722,992 60

1,918,137,446 53
==

606 04
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120 SELECT STANDING COMMITTEE

Mr. Hexry: Mr. Harris alse asked for a statement of the amount of
money included in items Nos, 2 and 3, page 21 of the annual report under the
caption “Roadway,” which related to land and grading during 1927, charged
to this account, in respect to Toronto and the township of Scarboro, but not
included in the terminals. I would like to read a memorandum in regard to
that. ' ‘ ;

The question asked by Mr. Harris on April 18th (page 81) was for the
amount of money included in the ite;n of $2,673,627.79 “Land for Transporta-
tion Purposes” of the Expenditures, less Retirements, during the year 1927,
applicable to Investment in Road and Equipment, spent in Toronto and in
the Township of Scarboro, exclusive of the Toronto Terminals Railway, and,
secondly, thg same information with regard to “Grading”—$5,215,023.57;

The answer to the first question is: Cr. $12,057.15;

The answer to the second question is: $272,153.75.

It may be explained in this connection that the large area of land pur-
chased by the National Railways at Scarboro, embracing 294 acres, cost $455,- -
65391 and was purchased for the purpose of supplying material which could
be used for fill along the waterfront, partly on account of the Canadian National
Railways and partly on account of the Canadian Pacific Railway and partly on
account of the Toronto Terminals Railway. An arrangement has been made
with these parties for the supply of this filling. After the filling has been taken
out, it is the intention that a new yard shall be constructed at Scarboro for the
purpose of handling more economically the business into and out of Toronto. The
cost of this land is included in Unadjusted Debits pendingthe change in the yard
at Danforth. Up to the present time there has been supplied from this area 653,-
- 297 cubic yards. |

~+ Mr. Harris: I might say that Scarboro Township will greatly appreciate
the information that a yard is to be established there.

Mr. Henry: Mr. Stevens asked for an explanation regarding the operatifm
of the equipment trust and the manner in which it is handled in the accounts. I
would like to file that statement, and also a statement to the extent in which
equipment trust financing is done in the United States and also a statement show-
ing what some of the representative railways of the United States do.

MemoranpuM RE EquipMENT TRUSTS AND THE RELATION OF $AME TO THE
AccounTING Pracrice WiteH REsPECT TO. TEE EQUIPMENT RETIREMENTS
AND THE CHARGES To OPERATING EXPENSES

In Canada and the United States it has been the practice for many
years to issue Equipment Trust Securities for the purpose of securing
funds to purchase a large proportion of the rolling stock used in railway.
operation.

There are several types of equipment trusts, but the most widely
used is based upon what is known as the “Philadelphia Plan.” Under
this plan there are three parties involved, a railway company, a rolling
stock company, and a trustee. The railway company agrees to lease
the equipment from the rolling stock company and to pay in the form
of rental an amount equal to the interest upon the securities to be issued
and sufficient to retire the serial payments” on account of principal
annually or semi-annually, as the case may be, until all the securities
have been paid off. The rolling stock company pledges the lease with
the Trustee, who, in turn, issues equipment trust n to the publie.
The railway company does not obtain title to the emment until the
equipment, trust notes have been fully retired. The period of the equip-
ment trust is usually from ten to fifteen years. s




RAILWAYS AND SHIPPING . 121

The accounting procedure required by the Interstate Commerce
?olmmission regarding acquisition and retirement of equipment is as

ollows:

When equipment trust notes or other securities are issued to provide
funds for the purchase of new equipment, the par value of these securities | =
is added to the funded debt of the system. All equipmeént acquired is ;
charged to invéstment account at cost. When any portion of the funded
debt is discharged, naturally the liability account is reduced to that
extent. As and when equipment is retired from service, the investment
account is reduced by taking thereirom the value at which such equip-
ment was carried in such account, and the resultant loss, less any salyage,
is charged to operating expenses. From this it will be seen that, having
discharged the liability incurred for the purchase of equipment, and
having retired from service the equipment itself, the capital investment
account and the capital liability account have both been purged of the
amounts previously included in respect to.such equipment, and the loss &
due to the wearing out of the equipment in service has been met by
charges against operating account.

That is the practice on our Canadian Lines. The practice on the
Lines in United States is similar except that the loss is taken care of by
depreciation accruals as required by the Interstate Commerce Commission.

A question regarding accounting procedure was raised at this Com-
mittee last year. Inquiry was then addressed to the Director of Account-
ing of the Interstate Commerce Commission as to the correct method
of accounting for these certificates and reply was received indicating
that the method adopted by us was in strict conformity with the require-
ments of the Commission. ‘

Orrawa, April 24, 1928,

Statement of Capitalization of Class I Ro;a.ds of the United 'States,
2 December 31, 1926

Stocks- :
COMIMON. . (v v v v avws 9 0/935,372,148
Preferred.. .. .. .. .. ... 1749641579 § 7,685,013,727
——— |
Funded Debt— :
Mortgage Bonds.. .. .. .. $ 7,744,026,315
Collateral Trust Bonds.. ... 1,005,865,130
Income Bonds, . .. ... 280,892,876
Miscellaneous Obligations . 472,124 476

Equipment Obliga,tion37 ... 1068,604,082 $10,571,512,879
Total Railway Capital Outstanding..  $18,256,526,606
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STATEMENT OF EQUIPMENT OBLIGATIONS OF THE FOLLOWING RAILROAD COMPANIES
7 3 \
Date Serial Rat Annual Out-

Name of Issue Plan of Retire- of . Retire- | ‘standing —

L . Issue ments .| Interest| m!&m Dec. 31,1926

1 Years p.c. $ ots. $ octs.

GREAT NORTHERN RAILWAY COMPANY

Great Northem Railway Company Eqmpment b\ [ (1 | N Sl e U et 15 ‘6 286,300{ 2,576,700 n
Equipment Gold Notes, Series A.......,.... 10 64 | . 101,000 505,000 &y
@ o Eqmpment Trust Gold Certificates, Senes B 15 5 575,000, 6,900,000 ~
o ¥ 15 44 '300,000{ 3,900,000 &
¥ @ ¥ & * D 15 44 283,000 3,684 000 Q
Western Fruit Exchange s 3 i A 15 5 293,333| 3,814,000 e (8
g it Equipment Trust Certificates, Series B.. ... 15 4} 132,000) 1,848,000 B
# h % UK (#7095 15 44 77,000, 1,078,000 5
2,047,633 24,305,700 ;
=)
=
SOUTHERN PACIFIC COMPANY i Q
it 7
; Q
Southern Pamﬁo R R Co Equipment Trust Gold Cerhﬁeates SeriesE........ Phxladelphia June 1, 1920 15 7 1,250,000 11,250, 000 ()]
Equipment Trust Notes...........ivoieeuesloeiiaris Annual........ Jan, 15, 1920 15 6 187,600 1,688,400 g
'y, i Eqmpme.nt Trust Gold Certlﬁeates, Series F'........ Phlladelplua Dee. 1, 1923 15 b 2,100, 000| 23 100,000|Serial Retirements from 1928.
« “ gorta s May 1) 1024 15 5 | 1,176.000] 15,288,000 =
s Vi ” 5 Lk s T «. % iJune 51.:1925 15 43 07,000{ 10,491,000|Serial Retiremenfs from 1929. g
- 5 £ o o S 17 AR 4 ..|June 1, 1926 15 44 514,000| 5,654,000|Serial Retirements from 1931. 5
i (e i 51 g (SO - L duly 1, 1927 15 4% 526,000 5,786,000/Serial Retirements from 1932, %5
Pacific Fruit Company Equipment Trust Gold Certificates.................. “ Jt ngne 1, 1920 15 7 2,272,000 20 456,000(Serial Retirements from 1934. : o
8,832,600! 93,713,400] |
N M PENNSYLVANIA R. R. CO. &
Pennsylvalm R. R. Co Equipment Trust Certificates of 1920 ................... Annual........ Jan, 15, 1920 15 6 3,894,000| 24,021,174
Equipment Trust Certificate, Series A.................. Phxlndelphm Mar. 1, 1923 15 5 2,100,000, 25,079,000
o “  General Eqmpment Trust Cexnﬁwtes, SenesB ........ .[April 1, 1924 15 5 1,340,000 17,420,000
W “ CIRL G 8 “ ..[Oct. 1, 1924 15 43 1,050,000/ 13,650,000
s ol # @ AL 2 R Mg ¥ ..|May 15, 1926 15 4% 1,310,000{ 17,030,000
§ 9,694,000] 97,200,174‘
N o N
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New York Central & Hudson'River

\

Boston and Albany Equipment Trust of 1912........ RAL Al 15 43 500, 500,000
N.Y.C.R.R Equipment/Trust of 1917... 14 4% 1,117,000{ 5,585,000
New York Central Lines Equipment/Trust of 1013... .. 15 43 | 1,600,000 1,600,000
New York Central R. R. Equipment Trust Notes No. 43.. 15 6 922,700] 8,304,300

. g b Equipment Trust of 1920............. 15 7 1,153,167 10,378,506
New York Central Lines Equipment Trust Gold Certificates. . 15 5 1,843,000| 20,273,000,
& | Equipment Trust of 1922........... 15 43 44, 9,284,000
i % Equipment Trust of 1923. .. 15 5 1,156,000| 13,872,000
= 4d Equipment Trust of 1924 15 5 1,670,000{ 21,710,000
e y £ e 15 43 1,397,0006| 18,161,000
! w Equipment Trust of 1925. . . 15 43 1,446,800( 21,000,000
13,649,667 130,667,806
NEW YORK, NEW HAVEN & HARTFORD RAILROAD

N.Y., NNH. & H. Equipment Trust, Series A..............c..coivininiini.: 15 bl 166, 000 498,000
B & A * 11 ¢ EREIORT IR 10 6 342,000 513,000
“ “  Equipment Trust Gold, Series EE, Class A... t. 15 7 131,000{ 1,184,000
“ b Government Equipment Trust Gold No. 53., % 15 6 295,900 2,663,100

- 4 Equipment Trust Gold Series EE, Class B.................. it 7 6 100, 000 100,
¥ ¥ Equipment Trust Gold Certificate of 1925, ...........c..... Semi-annual..|[Jan. 1, 1925 15 5 243,000 3,280,000
o o i 2 199650 1T 2 ¥ i v ec. 1, 1926 15 4% 333,000] 4,995,000
{ : ' A | 1, 610,900] 13,233, 100'

X b ILLINOIS CENTRAL R.R. CO.

Semi-Annual,.|Nov. 1, 1917 10) 5 550,000 550,000
:|Philadelphia..|Oect. 1, 1920| 15| 7 737,000{ 6,633,000
i ..|Feb. 1, 1921 15 63 324,000] 3,240,000
.o.|Anngal........|Feb. 1, 1922 15 53 217,000/ 2,387,000
th‘:lelpbia.. Oect. 1, 1922 15 4% 443,000{ 4,873,000,
s . May 1, 1923 15 5 1,273,000] 14,003,000
. L jAug. 1, 1924 15| 41 000{ 11,219,000
H .,[Oect. 1, 1925 15 4% 616,000 ,624,000
) * . |May 1, 1926 15 42 386,000 5,018,000
£ 1 (4 N..t. 2 i ..|Oct. 1, 1926 15| 4 311,000{ 4,665,000
i Government Equipment Trust No. 33 Gold Notes |Amnual........\Jan. 15, 1920 15 6 647,100| 5,823,900
“ The Pullman Compa.n;7 Equipment Contract.......... .{Semi-Annual.. [Jan. 17, 1922 10! Z 8 174,850 1,075,149
¢ 6.541.950! 68, 111,049

ONIAJIHS ANV SAVMTIVY
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Mr. Hexry: I think that clears up all the guestions.

Sir Hexry THornTon: The questions have all now been answered, Mr.
 Chairman. We will be glad to follow your wishes as to further procedure.

The CuamrMaN: I think the answers to these questions clear up what we
have in the annual report of the Canadian National system. Is it your pleasure
to adopt the report?

Mr. Harris: We did not have the pleasure of having Sir Henry Thorn-
ton with us in the room for the last two meetings—

The Cuamman: We certainly missed him.

Mr. Harris: —and I wonder if he would care to make any observation
with regard to the situation we find with reference to'the investment in road
and equipment. This item is mounting quite rapidly, and the present system of
keeping records is not such as to lend itself to arriving at any determination
of the amount of sinking fund which might be later reflected in the balance sheet
- or the operating account. I would like to ask if there is any way we can get
an idea of the procedure upon the exhaustion of these different elements in
the operating account.

~  Sir Hengy TuorNTON: I think, Mr. Harris, if my recollection of what

- transpired is correet, the point you have raised was dealt with very exhaus-

tively at the recent meeting. I can only say that the practice-of the Canadian
National Railways with respect to matters of that sort is, in general, the accepted
practice on most railways and is in accord with any legal obligations with which
we may comply.

As far as additions to capital are concerned I shall have to content myself
with the statement that the railway is a constantly growing thing. There are °
constant annual necessitous expenditures on capital account, some of which
are in themselves unremunerative but necessitous. For example, there is the
Toronto viaduct proposition which involves a large expenditure of money but
which will not reflect itself in our net earnings sufficiently, probably, to pay an
interest on that investment. Newr passenger stations are necessitous in most
cases, and generally unremunerative. When I say “unremunerative” I mean
_ looking at it purely from the point of view of what returns there are. There are
constantly necessitous branch lines which must be built throughout the coun-
try, sometimes to open territory for prospective business, often to relieve a
gerious burden which rests upon our farming population but generally we
endeavour—and when I say “we” I mean the officers of the company, the
directors and myself—to limit these capital expenditures to things which, hav-
ing regard for all of the circumstances, we regard as necessitous, but there will
be a constant steady increase in the cdpital of the railway just as there has
been in the capital account of every railway. I do not think I can add any-
thing of advantage to what kas already been said. :

Mr. Harris: That is all, Mr. Chairman. i
Mr. Bern (St. Antoine): Are you prepared to make a statement regarding
the terminal facilities at Montreal? : ;

Sir Henry THorNTON: No, that is a matter which is in the course of
consideration. I do not think there is anything which I could usefully say upon

the subject, except that we have been studying the matter for the last four .‘.;?

years with increasing intensity, and we have developed a plan which we
believe is the best solution of the situation, but if anyone else can show us a
better plan we will be only too happy to adopt any suggestion that is better
than our own. The matter is now under consideration by the interested parties -
and there is nothing I can say upon the subject at this time.

X
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Mr. BeLL (St. Antoine): There is no solution in sight at the present time?
I am speaking particularly with regard to the level crossings as you enter
Bonaventure station, and the station itself.

Sir Henry TuHorNTON: The improvement of that position is a part of
the general Montreal scheme, and presumably whatever scheme is finally
adopted will effectively deal with that problem. No scheme, however, has as
yet been adopted. We have merely suggested a scheme which we think is a
good one, and it is under consideration by the interested parties, but if anyone
has a better scheme, we are quite cpen to discuss it.

Mr. Beun (St. Antoine): The reason I ask that is becauses of a number
of complaints. It is generally understood that there is a scheme under way,
and, as you know, there are a great number of complaints regarding the level

- crossings, and what I am trying to ascertain is if there is any idea on the part
of the railway officials as to when there will be some remedy granted covering
that particular factor? _

Sir HEnry THORNTON: We are as anxious to have that situation corrected
as anyone, and we are doing what we can to expedite the solution, and I think
I may say that the solution is proceeding as rapidly as such a problem can
proceed. It is not being delayed by anyone, nor by any interest.

Sir Eveene Fiser: Does the same thing apply to the Quebec terminal?

Sir Henry TrorNTON: Yes. * We are also considering a solution of that
problem. ;

Sir Eveene Fiser: So this will be a capital charge and you will have to
ask parliament to vote whatever money may be required.

Sir Henry THorNTON: Any additions to the property which involve a
capital expenditure is necessarily subject to the approval of parliament.
whether it be at Quebec or Saskatoon.

Mr. Cantrey: What success have you had with suburban car traffic,
with either the Deisel or gasoline car? Are you extending that service?

Sir HENrY THORNTON: ~Yes, we have certain suburban branch line services

- which, under steam operation, have been conducted at a loss. We cast about to
try and find some cheaper but equally efficient method of operation. In the
course of our investigation we ‘developed the Deisel electric unit, which we
‘believe is the solution of the branch line problem or the solution of problems
which involve the provision of steam service at a loss. We have built a number
~ of these units and are putting them on wherever circumstances justify them.
3 They have been highly satisfactory. (To Mr. Henry). Do you happen to have
with you any figures on the subject?
Mr. Hexry: I believe we have. ;

Sir HeEnry THORNTON: The upshot of the thing is that where we have put
them on we have changed the loss to a profit. Where we have these services—
and by “these Services” I mean the Deisel electric services—the gross revenue

+18, in round figures, $450,000; the expenses, $238,000, so that there is a profit
on these services of $211,500 for the year 1927.
Mr. CanTLey: ™ What localities have you in mind?

3 S Hexry THOrNTON: They are seattered pretty much all over Canada.
A 'll'heSe same services, if they had been operated by steam, would have shown a
e 10ss, .

Mr. Cantiey: Do you contemplate larger units?

Sir Henry THorNTON: We have under contemplation a larger unit which,
‘b&}sed upon the results of our experiences here with the smaller units, we think
Will be extremely interesting, but we have not gone far enough with them and
made no field experiments, so we cannot give you any data about them. °
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Mr. Cantuey: I should think it was very promising. The only objection
I have heard is that the units in some places are too small to take eare of the
traffic, for instance, from Stellarton to Pictou.

Sir Henxry THorNTON: That may be, Colonel, and I think you are right
in your general statement that it is a very measurable advancement in solving
the problem of suburban branch line traffic. :

Mr. CantiLEy: The chief objection seems to be that there is not sufficient
accommodation.

*Sir Henry TuHorxTON: If there is not sufficient accommodation that is
easily solved by adding another unit or a trailer. Your criticism is not with
respect to the principle involved?

Mr. Canteey: No. I think the principle is good and should, be extended.
I think larger units would be even more economical.
~  Sir HENry TrHorNTON: I think probably you are right. I think that as
time rolls on it will be found that the development of this Deisel electric unit
will be found to be more or less of a milestonie in transportation history.

Mr. CanTLEY: Progress, of course, will only be made, as is made in every-
thing, by trial and error, and I should think it will go on to larger units.

Sir Henry THorNTON: I think probably that is a true statement.
Mr. Cantrey: Can you let me know the number of wooden freight cars
you still have in service, both flat and box cars? S

Sir Hexry TrHornTON: It should be comparatively easy to get that. Sup-
posing we take a note of your question and hand in the answer a little later.

Mr. CantrLEY: Will you give me the ages of those cars and the number you
have of them? ’

Sir Hexry THorNTON: Wooden cars?

Mr. CANTLEY: Yes.

Sir Henry THorNTON: We can furnish that probably to-morrow.

)

Mr. Cantrey: I hope they will soon be off the road. They are a menace 2

_to transportation. -

Sir Hexry TuaornTON: I should like to see them off the road myself, but
they are an heritage and something which will have to be eliminated by the
natural process of elimination. - :

Mr. CantLey: They are eliminating themselves pretty rapidly.
Sir Henry THorNTON: Probably they are.
Mr. Cantrey: When do you propose taking up the Merchant Marine?

The Crairman: Right after we got through with this. Sir Henry, will you
read the statement you have prepared? ’

Sir HEnry TwuorNTON: Mr. Chairman, the members of the Committee
have before them copies of the Ninth Annual Report of the Canadian Govern-

ment ‘Merchant Marine. That develops the following points: the accounts
'yvhlcll have been certified by the auditors, show an operating loss of $720,73540
In 1927 as compared with operating losses of $90,159.91 in 1926, $948,053.34 in®
1925, $1,440,880.21 in 1924. ]

The report also says: “The less favourable showing in 1927 was largely b

attributable to conditions under which certain of the services had to be operated,

there being a shortage of cargo tonnage, also additional competition which
resulted in reduced freight rates. It is, however, gratifying to be able to report

that prospects for the future are brighter owing to decreased competition and the
stabilization of freight rates.” 2

It was the additional competition which forced lower freight rates, which is
largely responsible for the showing this year. Last year when we discussed the
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Canadian Government Merchant Marine’s affairs it was asked that the press
should be excluded from the Committee. I shall have to ask that the same
procedure be followed this year, if I am to be in a position to give to this
" Committee all of the information which it should have. That will necessarily
explain certain things in relation to competition, giving certain figures and
certain facts which will be of distinct advantage to competitors and which in
the interests of the Government Merchant Marine should not be made publie.”
I can say nothing more in the way of information except what has been given
you. ' :

Hon. Mr. Stevens: Mr. Chairman, I was not here last year when the press
. was excluded and I do not know the nature of the information or anything
about it. I am not offering this in the way of an objection to Sir Henry’s request,
but there must be a good deal of discussion that could be carried on with the
. press present.

The CHAmMAN: When we get through with the discussion—

Mr. Durr: There may be seme competitors in a small way here now.

Sir Hexry THORNTON: We can discuss the general figures.

Hon. Mr. Srevens: The last thing I would want to suggest would be to
embarrass the Directors of the company.

Sir Hexry TraorNTON: It does not embarrass us in the least. I am speak-
ing from the point of view of the welfare of the Government Merchant Marine.
Obviously I have no desire for anything but the fullest publicity, but there
are certain facts in connection with the operation of the Government Merchant
Marine which will be distinetly advantageous to our competitors if known.
They are perfectly legitimate things which should be known to and discussed
by this Committee, but not put in the hands of competing interests.

Hon. Mr. Stevens: That is quite understood and appreciated, but in our
discussion of the National railway affairs I think Sir Henry and his associates
have been exceptionally frank in their statements, and I do not see that any
particular harm has come from it. - :

 Sir Henry THorNTON: There is a difference between the operations of the
Government Merchant Marine and the railways. There is no fact, practically
speaking, in connection with the railways which everybody from the north to
the south pole may not know. The competitive position with respeet to the
Canadian Government Merchant Marine on the high seas is quite a different
matter— 7

Mr. McLeax (Melfort): Of course the railway can not go out of its own
territory to pick up freight, whereas a steamer can. I can understand the force
of Sir Henry’s remarks.

Sir Henry THorNTON: I would like to tell everybody everything I know.

Mr. McLran (Melfort): If you did, you would not last long where you-
are now. :

Mr. CantreY: It would certainly be very interesting.

Sir Henry TrHorNTON: If vou like, we will go ahead and discuss the variou
accounts and if I find I am getting on thin ice, I‘will say so. ;

Hon. Mr. Stevexs: I think that will be quite proper, because I cannot
conceive of everything being so exceedingly secret.

Hon. Mr. Dux~ing: That has been the practice in regard to matters
which, in the judgment of the management, should not be answered even in
Parliament itself. Possibly we can proceed and see how far we can get. Person-
ally I'am anxious that the Committee should have a full disclosure of the whole
operation. I know enough, however, regarding this matter from S}r Henry to
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know that there are many phases which would be decidedly ‘against the interests
of the Merchant Marine, were they given general publicity.

Hon. Mr. Stevens: I would suggest that Sir Henry intimate very promptly
when we reach them.

Mr. Durr: Let us go ahead until we reach them, and not cross the bridge
until we come to it.

: Sir Hexry TrornTON: I take it you want to start first with the operating

aceount, and the first things under “ Operating Revenue ” are the gross receipts
which this year amounted to $10,234,560.77 as compared with approximately
$11,000,000 a year ago. I suppose I might as well read this.

Mr. Donerry: Except that which relates to the individual services.

Sir Hexry THorNTON: From the Annual Report in your possession, you
will observe that the operating loss of $720,735.40 in 1927 compares with operat-
ing losses as follows for the previous years:—

$ 90,159 91 in 1926,
948,053 34 in 1925,
1,440,880 21 in 1924. -

ghe X The Annual Report also contains other information regarding the operations
of the Canadian Government Merchant, Marine, and the ﬁgules speak for them-
selves, the outstanding features being as follows:—

The fleet consists of forty-six vessels with total deadweight tonnage of
312,090.

The gross revenue for 1927 was $10,233,964.43 or $755472.99 (6-87 per
cent) less than in 1926.

The vessel operating expenses in 1927 were $10,235,706.77, which was 1- 54
per cent or $159,739.55 less than in 1926.

The operatmg ratio for 1927 was 107-04 as compared with 100.82 in 1926.

The book deficit for the year amounts to $7,086,939.59, which is more by
$399,718.52 than the deficit in 1926.

The following figures show tonnages handled by the entire fleet during the
year; they include freight in transit on December 31:—

’ - Tons Value
Report“Lraffic. .« s wrals = 707,305 $ 77,232,705 20
Jmpoet. Traffic.. . vodn s 401 025 65,564,848 53

Intercoastal Traffic. .. .. .. 119,385 15,108,814 48

/

-/ 1227715 $157,906,368 21

Close co-operation still continues between the marine organization and the
Canadian National Railways with mutually satisfactory results to both. During
1927 the steamers delivered to the Canadian National Railways inward freight
totalling 60,847 tons with rail earnings of $438,576 while on 150,863 tons of
export traffic received from said railways the rail earnings were $971,129, the two
items making a total of $1,409,705.

As a result of our operating services to Australia, New Zealand and

Newfoundland, subsidies to other companies, aggregating $156 500 are no longer
paid by the Dominion Government.

During the year an additional $338,000 was added to the Insurance Reserve. ‘

“The Reserve Surplus at December 31, 1927, is $2,179,123.31, which amount,

together with $22,119.52 to meet losses sustamed but unpmd brings the total
reserve to $2,201,242.83.

o
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That of course only relates to the marine serviee; that represents the marine
service insurance.
There were no serious losses except on two dlﬁerent occasions in the case
of one vessel.
The vessels of the fleet were maintained in good condition, warranting their ,
retaining highest classification.

- Pending the construction of the new vessels for the British West Indies Sers
vices, under the Canada-West Indies Trade Agreement of 1925, temporary
passenger and freight services are being maintained by this Company. The new
vessels will be owned by the Canadian National (Weet Indies) Steam#hips Lim-
ited or subsidiaries, but their operation will be under the same management as
that of this C(xmpanv

‘As from March 15th the title “Canadian National Steamthp: “will be used
in connection with the operations of vessels controlled or operated in con]unctlon 2
with the Cangdian National Railways and engaged in ocean and coastwise ser-
vices.’

Mr. Henry (Reading):

Assets
Investments— :

Vessels at December 31, 1926.. .. .. .. .. .. $64,483,821 41

Less: Net deductions during year.. .. .. 2,113,137 49

; $62,370,683 92

Plant and Equipment X oim A e tos o 44 822 69
Office Furniture and Fixtures.. .. .. .. .. .. 53,064 92 y
BEREE, © AuniaSr T wa s e e i e s e 500 00 ¢

$62,469,071 53

Mr. Durr: Before we go any further this value of the vessels at $62,470,000
—is that the actual value of the ships or the book value?

Mr. Hengry: The original value,
N Mr. Durr: The book value?

Mr. HeENRY: Yes. \

Mr. Jeroirr: What is included in the net deductions during the year of
$2,000,000?

Mr. Hexry: During the year the SS. Canadian Pathﬁnder note cancelled
$1,545,080.71; Canadian Skirmisher note cancelled $1,564,472.53. The total of

these two 1tems is $3,109,553.24. The additions during the year, Canadian Path- .
finder $271,813.40, Canadzan Skirmisher $270,736.17, a total of $542,549.57. .

Hon. Mr. Du~x~inGg: Explain the note “cancellation,” Mr. Henry.

Mr. Hexry: Each one of these boats is an individual company and notes
were given to the Dmmmon government in respect to them. When a boat is sold
or disposed of in some other way, or wrecked, the note is cancelled and the’
amount of that note is taken out of the mvestment account.

Mr. Durr: It is not paid; it is cancelled.

Hon. Mr. Dux~inGg: The government just takes that loss.

, Mr. Bern (Deputy Minister) : But the government takes the cash which is
paid if the boat is sold? >

Mr. Jernirr: Did I understand you to say that one or two boats were sold?

Mr. Henry: No; they were reconstructed_and put into the West Indles
service. g
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Sir Hexry THorNTON: They were reconstructed for passenger service 10
stand-in the breach until the new boats are in service.

Mr. Durr: Do you carry any insurance on the boats?
Sir HENRY THORNTON: Yes.

Mr. Durr: What about the insurance? Would that not go to the govern-
ment?

Sir Hexry THORNTON: They would colleet the insurance in the event of |

casualty, a wreck or an accident.

Mr. Durr: What becomes of that money?

Sir Hexry THORNTON: It is used to repair the boat or toward the payments
on a new boat, or, I suppose, in the event of a boat disappearing altogether, it
would go to the government.

Mr. Durr: In the event of a total loss that money goes to the government
to reduce the note?

Sir HENrRY THORNTON: Yes.

Hon. Mr. Dux~ing: The $62,000,000 is the book value of the present boats,
not the original book value of the entire fleet. 3

Mr. Hexry: It is the original book value of all of the boats which are
intact at the present time.

Hon. Mr. Dunying: Can you give us the book value of the entire fleet
before you sold or wrecked any of them?

Mr. Hexry: $79,511,660.

Hon. Mr. Duxw~ixa: Sir Henry, in your discussion on insurance, the Com-
;nittee is of course clear that we carry our own insurance; it is not outside-
insuranee. ;

Mr. Durr: You have an insurance account of your own?

Hon. Mr. Dun~inG: Yes.

.Sir Henry Tzorxton: If it has not already come up in the railway
accounts, the Committee should understand that the railway since the spring of
1923 has been doing all of its own insuring, which includes the insurance cost
of the Canadian Government Merchant Marine. The insurance reserve for the
whole of the railways and the Canadian Government Merchant Marine now
stands approximately at $10,000,000, which is invested in Canadian government
bonds.

Mr. Durr: There are two accounts?

Sir Henry THorNTON: Of that amount a certain portion is assigned to the
Canadian Government Merchant Marine. The two are under. the same admin-

- istration, but a certain amount which I mentioned a moment ago is ear-marked

for Canadian Government Merchant Marine insurance purposes.
Mr. Hexry: It is on page 2, $2,201,000.

Mr. Durr: I notice in your operating account you do not charge any
insurance premiums to that account.

Sir Hexry THORNTON: There must be an 1tem there; it is charged
Hon. Mr. Dun~inG: “Taxes and insurance.’

The Cuamrman: The fifth item on page 10.

Mr. Durr: Oh, $13,000 is not the insurance for 46 hulls.

‘Mr. BeLn (Deputy Minister): We pay exactly the same as to an insur-
ance company. That goes into the insurance reserve and 1s invested in govern-
ment bonds.

Mr.' Durr: Included in the expenses of the closed voyages.
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Sir Hexry TrORNTON: It would be an expense charge.
Hexry: There is included in the 1927 account $792,442. That is
1nc1uded in the 1tem $10,235,706 representing the operating expenses, “Vessels,
Closed Voyages.”

: Assets
Current:
Cashfn Banlig S o ROl e e s $ 471,573 63
Accounts Receivable.. .+ .. i, 20 173,630 14
De By Aebhls . Caidl s F s ek 413396 39
Mortgages Receivable. . .. . 90,000 00
Advances to Captains, Crews and Agents 65,851 14
Inventories of Stores and Supplies.. .. 182,301 72
3 —_—— $ 1,396,653 02
dnsuranee I - oo B ST L R e S s e b D
$66,531,568 58
Liabilities S

Capital Stock : =
Authorized 10,000 shares of $100 each $1,000,000 00

Issued: 6,609 shares of $100 each.... $ 660,900 00
Less: Cancelled or held in Treas-
ury in respect of Vessels dis-

posed 0f—2,000 shares.. .. .. 200,000 00
—F § 460,900 00
Dominion of Canada Account .
Notes payable and Advances due Dom- =
inion Government (Secured by &
Mortgages on Vessels).. .. .. $61 830,742 86
Other Advances by Dominion Govern-
ment. . .. .. .. 8964158 67

Interest Accrued to 31st December, 1927 25,590,676 62

i $90,385,578 15
Balances Outstanding on Vessels Sold 90,000 00
———— $96,475,578 15

Advances by Canadian National Rallways SRR e, P st DO O

Accounts Payable.. .. L T MR B o ¢ D

" Balances of Unoompleted Voyages e S R LR 90,006 18

Reserve for Deprecmtlon—Vessels b e e s 1O YT

Insurance Reserve.. .. S A S et St T YA S
Proﬁt and Loss Account—Deficit. . .. . ..(Red Ink).: 51,065,892 52

Contm.gent Liabilities—None ascertained.. .. .. .. ..$66,531,568 58

k. Mr. Bern (St. Antoine): Is that $51,000,000 the total deficit since the com-
mencement of the Merchant Marine?
Hon. Mr. Dunning: That is an operating loss.
" Mr. CoopEr: No sir, that includes depreciation and everything.
Hon. Mr. Dunx~ixg: It does not include capital loss on vessels sold which
~has been absorbed by the government. This $51,000,000 means all the other
items but that?
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Mr. CooprEr: Yes.

Hon. Mr. Stevens: Including interest to the government?
Hon. Mr. Dun~inGg: Yes, it includes that.

Mr. Coorer: Yes, sir.
# Mr. BeELn (St. Antoine): Since what year?

Mr. Hexry: Since the day the first boat was put into operation—1919.
Sir Henry THORNTON: About nine years.

~ Mr. Hexry: The accumulative operating deficit is $9,599,000; the balance
is depreciation and interest to December 31, 1927. The interest included there
is $25,590,000; depreciation $16,924,000.
Mr. Bern (St. Antoine): When you say “Operating Deficit”—
Mr. Henry: Before interest and depreciation.

Mr. McLeax (Melfort): That item of $16,000,000 for depreciation is
merely a bookkeeping item?

Mr. HEnNrY: Yes. 2

Sir Evcgene Fiser: Are steps being taken to try and eliminate altogether
 this deficit, as you are doing for the Canadian National?

Sir Henry TuHornTON: That is one of the things we are supposed to be
~paid for and—with becoming modesty—we are making every conceivable effort
to reduce the deficit and keep the Canadlan Government Merchant Marine on
a sound basis.

Hon. Mr. Dux~ine: I thing, Sir Eugene, you mean to ask if the Govern-
ment, is going to forgive them the interest. | : )

Sir Eveene Fiser: Exactly.

Sir Henry THorNTON: I do not know.

Mr. Durr: I think it would be as well to reduce the assets to the actual
value of the ships. I do not see the sense of charging interest on $62,000,000.

Sir Henry THorNTON: It is entirely a paper transaction.

Mr. Durr: Yes, but it does not do any good. We may as well face the
thing and get it, .over with, if we are going to operate

Mr. CANTLEY: Have you had any app}\axsal made of the value of the
tonnage at the end of the year?

Sir Henry THorNTON: The value of the fleet? Yes, we can tell you that.
We can give you an estimate of it if you like to have it.

Hon. Mr. CuapLin: Is not the amount of interest that is charged absolutely
nothing more than g delusion? Why should it be kept on?

Sir Henry THorNTON: It is a delusion in the sense it is not paid.

Hon. Mr. CuapuiN: And it never will be paid. Why not get the ships
down to their real value, as Mr. Duff suggested?

Mr McLean (Melfort): It would not help us any to cancel that interest.
This is giving us a truer pictyre.

Mr. CanTLEY: But we are treating as an asset the va,lue of the ships there.

Sir Hexry THORNTON: It is about $50 a ton.

Mr. Durr: $15,600,000 are round figures.

Sir Hexry THorRNTON: That is right.

Mr. Beu (St. Antoine): TIn your annual report you say, “ Resumed
normal trading is looked for early in 1928, but the situation is not free from

anxiety or difficulty 7. May I ask this general question: What makes you
think that the Canadlan Government. ' Merchant Marine will be a success any

V|
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more than that of Australia or the United States, with their experiences regard-

ing their merehant marine? Is not the Government Mer chant Marine regarded

simply as a feeder for the Canadian National Railways?
Sir Henry THorNTON: That involves answers to several questions. In

the first place, with respect to normal trading we anticipate that certain com- -

petitive features will disappear during this year which operated to produce
unremunerative rates last year. That we can tell you more about later. As
far as the Government Merchant Marine is concerned, in its service to the
Dominion of Canada, it furnishes services to certain tlddes and certain traffics,

more particularly on the Pacifie coast, which have been of considerable benefit to
those who ‘produce in Canada. It is a certain assurance against combinations _
“ and extortionate rates from private companies; it is a system which is con-

stantly exploring and investigating new trade routes for the purpose of encour-
aging-Canadian trade abroad. If I were asked to-day, should we as a nation
embark upon the construetion of a merchant marine fleet, I would say: “ No,
it is unwise to do it.” But.we have this fleet; it has been construeted at con-
siderable expense, and we are using it as an 1n~trument to promote Canadian
trade, and I think it has fulfilled a distinetly useful purpose in that direction.

Mr BreLL: Would you say more so than the Australian Merchant Marine
did for Australia? .

Sir Hexry THorNTON: I would say so. I should think so unquestionably.
As far as the experiment of the United States is concerned, that is not quite on
all-fours with our position in Canada:.~ To begin w1th the United States
embarked upon a very ambitious merchant marine proposmon which, of course,
was the out-growth of the war. It came into severe competition with power-
ful and long-established ocean interests. Because of its very size, it was diffi-
cult to operate economically, and difficult to give all of its operatlons that close
serutiny which is necessary. Our position here is relatively different. We have
a smaller fleet; we are able to give that fleet a more intensive. administration,
and I think, if the shippers on the Pacific coast particularly were consulted,
they would say that the Government Marine had been very useful to them.

Hon. Mr. DuxninG: The United States Government Marine was not
linked up”with the railways in any sense either.

Sir Hexry THORNTON: No, they had no land transportatlon proposition
involved.

Mr. McLeanx (Melfort): I presume, Sir Henry, you are running your fleet
just the same as it would be run under private ownership, or by the owners
of a long-established co a.ny?

Sir Hexry THoRNTIN: If you mean by that, are we operating our fleet in

accordance with the best state of the art, I should say we are.
Mr. McLeax: That is what I mean. ‘
Sir Henry THORNTON: I think our crews and our captains, and our

_technique, if we may call it such, will compare favourably with those of any

other water transportation company.
Mr. McLean: Was the American Marine run in that fashion?

Sir Henry Tzornton: 1 do not know enough about 113 to express an
opinion.

Mr. Durr: Sir Henry, your freight and passenger rates are no lower than

those of any other company, are they?
Sir Hexry TrorNTOoN: Well, they are no lower than they have to be. You

must remember that water competltmn, or water transport is not subject to the

same rules as land transport. It is a much more ‘open proposition, and we have

~ to meet the rate, whatever it may be, unless it is too outrageously low.

i
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Mr. Durr: You are not in the North American Conference yet.

‘Sir Hexry THorxTON: No, we are only listening at the key-hole.

Mr. Caxtiey: Sir Henry, T asked a question which, as far as I can see,
has not been answered, and that is whether you have any independent valuation
of the vessels. I do not think we have that shown. )

Sir Hexry THORNTON: Not of the entire fleet. :

Mr. Caxtiey: You have forty-six vessels with a tonnage of 312,900.
Deducting a reserve from the total valuation shows the book value of the vessels
as about $145 a ton, which is practically four or five times what they are worth

Sir Hexry TaornToN: That is right.

Mr, CaxtrLey: Now why carry that on? Why not wipe that off and get -
down to a business proposition?

Sir Henxry TaorNTON: I would have no objection to such a preposal.

Mr. €anTuey: Would it not be an advantage? . ;

Sir Hexry TaornTON: I think it would be an advantage in this way; that
we would be on a sound basis; &nd it would be certainly an incentive to the
management, and an encouragement to those who are operating the property to
know that they were not up against a thoroughly hopeless proposition.

Mr. CantLEy: Why not have it done? A

: hSir Hexry THORNTON:  That is for this Committee to recommend if it
wishes.

-Hon. Mr. Stevens: There is one feature about it that is Whollyvunfair to
the operating staff; that is to charge the interest, which you do each year, on
$62,000,000, when it is quite clear that it is an impossible task for them to earn
such an interest above their operating expenses.

Sir Henxry THorNTON: Quite so.

Hon. Mr. Stevexs: And that goes on accumulating year by year, until
now it has reached $25,590,000. It is not a reasonable charge to make at all.

Mr. Cantrey: The same thing applies to depreciation.

Hon. Mr. Stevens: Absolutely; I quite agree with what Colonel Cantley
says; that is to cut down the capital value of the ships to present-day wvalues.
For instance, if this were a private company, it would have gone into liquida-
tion long ago. :

Sir Hexry THORNTON: Oh, yes. ‘ -

Hon. Mr. Dun~iNG: It never would have béen out of liquidation.

Hon. Mr, Stevens: No, it would have gone into liquidation long ago, and
taken its loss. N

" Sir Hexry THorNTON: The assets would have been written down to some-
thing reasonable. det s

Hon. Mr. DuxNing: The history of the Government Merchant Marine,’

however, must not be forgotten. It came intq existence as practically a gov- "‘;:

ernment service.
Hon. Mr. STEVENS: Surely,

Hon. Mr. DunNiNG: It was not until the Canadian National Railways
~ took it over that this question could arise at all. That is the State was operating
the service directly, and the State naturally wanted to know, or at least I pre-
sume Parliament wanted to know, what the exact position was. The Canadian
Government Merchant Marine is now really an operating company for the

- - State. The present picture enables the State to see exactly what that has eost
the State. If you go writing it down, you do not change the relationship of the e

account. The State has invested that much money.
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Mr. Durr: They have known that for three or four years.

Hon. Mr. SteveNs: We know that we have lost seventy-five per cent of
the valuation of these ships in simply a world-wide reduction in values, entirely
aside from depreciation in operation. Just simply that the tonnage to-day is_
not worth more than a given amount, nor is it likely to rise to any extent; if
anything, it is likely to fall.

Hon. Mr. DuxNiNG: The tonnage never was worth what these ships cost
- at any time,. °
3 Hon. Mr. SteveEns: Possibly. Then, let us face that fact, and reduce that
capital cost and then you will at least only charge up in interest about 25 per
cent of what you are charging now. That is included, I suppose, in this elosed
voyage. : ~

Sir HeNry THoRNTON: Is your thought to reduce the ecapital liability to
something commensurate with the earning capacity of the proposition?

Hon. Mr. StevENs: Certainly.

Hon. Mr. DuxNixG: There is no interest charge included in the voyage
proposition at all. There is no interest charge against the operating account?
Sir HENrRy THORNTON: Oh, no.

the operating account, into which none of the capital items are charged; and
this should be said also, Sir Henry, that the Minister of Finance is taking the
loss, the State is taking the loss as the vessels are turned in. That is to say, if
one is sold, if the lowest value, the note is cancelled, and the interest is can-
celled? :

Sir HeNry THORNTON: That is true.

ceases its active operation as a unit of the Merchant Marine, so that there has
been a progressive wiping out of the capital. What is proposed now is a drastic
wiping out of it, and that I am afraid would simply confuse the picture in the
eyes of the country. So far as the staff and operating end of the Merchant
Marine is concerned, this country, T am sure, would be perfectly happy if they
could, as an operating proposition, regardless of interest charges, and other items
such as that, come off even or better than even. v

Mr. CantLEY: Mr. Chairman, I do not think it would confuse the country
at all. I think it would clear the matter up. The Minister says the interest is
not charged against the operating expenses?
Hon. Mr. Dunw~ina: That is right.
Mr. CaNtrey: I understand the reverse is true, in regard to depreciation.

Hon. Mr. DuxNiNg: No, there is no decreasing of capital in the operating

L account. g

ties, to put in an item for depreciation. First; put the total book value, $64,000,-
- 000, and then put an item making the net value the exact value of the ships.
That perhaps would satisfy everybody? At the present time, you are asked to
show $62,000,000, and you have only about $10,000,000.

Mr. McLeaN (Melfort): Are not the costs charged against the rgpairs?
Sir Hexry THorNTON: The up-keep is charged, yes.

Mr. MeLean: That straightens out with the depreciation? 5

Sir Henry THornTON: You will find that under Operating Expenses.

- service?

Mr. McLean: That takes the place of the actual value of the ships now in ,

Hon. Mr. Dun~ing: What really interests the staff of this institution is

Hon. Mr. Dux~inGg: The note and interest are cancelled as the vessel

Mr. Durr: What you might do is, in your statement of assets and liabili-
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Sir Henry TaorNTON: No, there is a difference between repairs and depre-
ciation.

Mr. McLean: It is a general depreciation.. I notice the ships have been
kept up to the mark, to justify the higher elassification.

Sir Hewry TrorNToN: That means the insurance classification.

Hon. Mr. CuarrLin: There should be a depreciation equal to bringing it
down to the selling value, or the plain value of the ships. Now, that could be
done without in any sense affecting the general statement.

Hon. Mr. DunxxinG: That is sound. As a matter of faet, that is already
done for insurance purposes. .

"~ Sir Hexry THORNTON: Yes.

Hon. Mr. CaaprriN: It-should be done in the regular account.

Mr. Durr: That would be very simple. It would mean only one item in
your asset. . -

Hon. Mr. Duxn~ing: ‘It would not interfere with the general picture at all.

Hon. Mr. CaapuiN: It means that you are bringing it down to the actual
value, and that is the way it should be in my judgment.

Mr. CantLey: May I ask what the policy of the management, is in regard
to the sale of vessels that it is absolutely impossible to make any money with?
You have a total of 46 vessels and twenty of them average under 5,000 tons.
Those vessels gannot pay their way in the North Atlantic. It is impossible for
them to d(?t:.’ A vessel of 10,000 may, but the others cannot. What is your
policy in régard to getting rid of those vessel;;? .

Sir Henry TaorNTON: I think I am safe in saying that practically all the
fleet is to-day in service. :

Mr. Donrrry: With the exception of two steamers.

Sir Hexry THorRNTON: Yes. To sell any of the present vessels would mean
one of two things: either it would have to be replaced with a new vessel, or a
service of some sort would have to be abandoned.

Mr. CaxTrEY: You have five of them laid up in Halifax, have you not?

Sir Henry TaorxTON: No, we have all our vessels in service, except two.

Mr. Cantiey: But your report says, “ Except five laid up in Halifax.”

Sir Hexry THorNTON: They may have been laid up temporarily. Probably
they were laid up,temporarily. :

Mr. CaxtrLEY: When they were laid up, they could not make any money for
you. :
Sir Henry THORNTON: That may be, but the fact remains that the fleet to- «

day, substantially speaking, is employed in services.

Mr. CantiEY: At 8 loss? =~ 2

Sir Hexry THORNTON: At a loss, yes. ‘

Mr. CantLEY: These vessels I refer to are only operated at a loss. That is
a statement I make without any fear of contradiction.

Sir Henry THorNTON: That may be true of the whole fleet, but let me again
say that the fleet is to-day employed in services. Now, if any.vessels are sold,
one of two things must necessarily happen: either a service is withdrawn, or a
new vessel must be built to replace a vessel that has been sold.

Mr. CantLEY: What is the object of keeping up a service that does not pay?

Sir Henry TuHorNTON: If this Committee should pass a resolution—?

Mr. Cantiey: Why keep on a vessel that cannot pay?

Sir Henry THORNTON: If you want to abandon the Canadian Government
Merchant Marine, it is within the province of this Committee to say so.
‘all depends on what you want to do with this experiment you have got.
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Mr. StewarT (Leeds): If some of these services were discontinued would
not a demand arise for similar services, with subsidies from the Government?

Sir Hexry THORNTON: Unquestxonablv, that is probably what would
happen, and as we say, we saved about $160,000 in subsidies last year.

Mr. Durr: Did you put any steamers on new services this year, or last
year?. :

Sir Henry THorNTON: I do not think we did. There were no new services,
were there, Mr. Doherty?

Mr. DouEerry: Just the temporary service we had on in the West Indies.

Sir HEnry TraOorNTON: Nothing but the temporary service between Hali-
fax and. the West Indies.

Mr. Durr: You did have a service to the West Indies, but did you put on
a new service to Porto Rico?

Mr. Donerry: We had two serviceg within the last two months. We were
asked by shippers in Nova Scotia to give them a frequent connection with
Porto Rico. We made these two sailings principally for experimental purposes.
Up to the moment, they seem to be showing reasonably good results.

Mzr. Durr: 1 would not think so. They cannot. That is a trade I am in
myself. I carry the goods a dollar a cask less than you do, and I say you are
leing a lot of money, and you have no business to interfere with private enter-
prise.

Mr. DoHERTY: We are meeting - the requests of the =h1ppers of Nova
Scotia.

Mr. Durr: They could ship by New York or by private vessel to Porto
Rico.

Mr. Douerry: They prefer this as against shipping by New York, where
they must tranship.

Mr. Durr: That may be right. I am not objecting to the present condi-
tion where we have got those ships and must do something with them, but I do
not think it is right for you to enter into new services and interfere with private
enterprise, especially when you have to carry the goods at a higher rate or
make the private interest come down to your rate. I say that is not fair.

Sir Eveene Fiser: What kind of cargo do you ecarry?
Mr. Durr: Salt.
Sir Henry THorNTON: That has a useful result.

Mr. Ber (St. Antoine): Regarding the use of thejse vessels in the West
Indies trade from Canada; how many new vessels are being built?

Sir Henry THorNTON: Five.
Mr. Bern: Are each of these being incorporated as a separate company?

Sir Henry THoORNTON: No, that is all in a company known as the Canada-
West Indies Company. ;

Hon. Mr. DunNING: Incorporated at the last session of Parliament.

. \Mr. BerL: Will we be able to tell when the next report comes out what it
is costing us in the Canadian-West Indies trade?

Sir Henry TaorNTON: You will know about it.
Mr. Brrn: Or will that be consolidated with the other services?

Sir Henry THorNTON: We will be able to tell you exactly what that ser-
vice is doing from the point of view of revenue, expenses, and anything else
that you want to ask us about it.

Mr. Bern: Will that be the same regarding Australia?

<
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Sir Henry THorNTON: We can telk vou anything about any of the dif-
ferent voyages and services which we hate to-day.
Mr. BeLn: We can get that information?
Sir Henry THorNTON: ' We have got it. We propose to give it to you.
Mr. Beri: It is not here?
Sir Hexry TaorNTON: No, of course, it is not here. That is the very
thing I have been telling you about.
Mr. Bern: We have to ask for'it? _
Sir Henry TuorNTON: No, no. Later on we will be able to show you
what each service does; the number of voyages; the revenue; the expenses,
and everything in connection with it, but T w ould prefer to give that to this
Committee in camera. /
Mr. Bern: I am sorry. Y
lfs?lr Euveene Fiser: Is each ship ‘incorperated as a separate company by
itse
' Sir Hexry TuaornTOoN: It is incorporated as a separate company, but the
figures we have given you represent the operation of the fleet as a whole.

Hon. Mr. Dun~ing: There is one interesting question that Mr. Duff
brought up. Did I understand him to say you were able to get a dollar a ton
more than he was getfing? I think you should be commended for that.

Mr. Durr: Perhaps 1 did not fully explain it. Mr. Doherty-stated that
this service was asked for by sqme Halifax shippers. These shippers some-
times have small lots shipped via New York. The rate via New York is a little
more than the Canadian Government Merchant Marine are getting. That is
the reason they are anxious to have it go by the Canadian Government Mer-
chant Marine, but you know how much these boats lose, and they could get it

" very much cheaper if they would ship larger lots in small schooners.

Hon. Mr. Cuaruin: They would pay more for the steamer service, natur-
ally, then they would for the sailing service. /

Hon. Mr. DunyiNG: And getting merely a sailing service?

Mzr. Durr: Yes. / :

 Sir Henry THorNTON: It all depends on the wind. {

Mr. Durr: Your boats do not steam unless there is a draught, and then
they are pretty slow at that.

Hon. Mr. Stevens: Might I ask Sir Henry an explanatlon of why the ser-
vice is taken off from Vancouver to Bristol?

Sir HeNry THorNTON: It was conducted at such a, terrible loss that I
thought we could not stand it any further. It was an awful proposition.

Hon. Mr. Stevpns: You used to pick up any barley cargoes from the
Pacific coast? _ , :

Sir Hexry TaornTON: Barley cargoes? I do not know that we did.

Mr. Donerty: Not latterly, Mr. Stevens. I think on a few occasions,
when first operating, we did.

Hon. Mr. Stevens: I suppose that is a question that should be left over.

Sir Henry TrORNTON: We thought long and hard about that, Mr. Stevens,

and finally concluded that it was such a hapeless proposition that we had
better take the. vessels off. And also, representations were made at that time

- and it brought out the fact that there were other private services that could

{ill the transportation requirements.

Mr. MCLEAN (Melfort): If you had been asked if there were not steam-
ship services, and you were anxious to establish one, along these lines, would -

. you bg in favour of it?
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{  Sir Henry Trorstox: I do not think having in view the demands for
the expenditure of money in other directions that it would be a wise thing to
embark upon an extensive Government, Merchant Marine service. to-day,
assuming that we had nothing at all.

Mr. McLeaNn: Quite so. I agree with you, but I want to base a question
on that.- Now that we have this service, and have the organization and experi-
ence, and know just what it is doing for us, and what it is costing us—you can
decline to answer this if you wish—do you see anything to prevent developing
this service ultimately, at a reasonable rate of speed, inte a service compar-
able in results with the Canadian Pacific Steamship serviee?

Sir Henry THorNTON: It is going to be probably a long and up-hill
fight, but as the Dominion increases in its commerce, and in its produection, I
think it is by no means a hopeless proposition.

Mr. McLeaN: Quite so. You see no reason why the Dominion of Can-
ada cannot control a reasonable percentage of its own shipping in that way?

Sir Henry THorNTON: As long as we have got what we have, I think we
should continue to do the best we can with it, and I do not regard it as ulti-
mately a hopeless thing. In fact, T am not so sure to-day, notwithstanding the
deficit, I am not so sure to-day but what the expense of the Canadian Govern’
ment Merchant Marine is contributing materially to the trade of '‘Canada.

Mr. McLean: Quite so. You will have to face, as it says here on page
6: after a review of last year's conditions that the full forece of such competi-
tion has not yet developed. I take it that that means that you will have to
look forward to a better service, an increased and more up-to-date service in
size and speed. \ \

Sir Henry THORNTON Certainly, if we are to hold our place.
Mr. Cantrey: The worst-is yet to come, that is what that means.

Sir Hexry TaHORNTON: No,-I should not say that, Colonel. I do not
know whether we should take so pessimistic a view of it. Undoubtedly, one
of the disadvantages under which the Canadian National suffers as compared
with the Canadian Pacific Railway, is the absence of strong ocean instrument.
We suffer from that, week by week, and year by year; it is something we
cannot help. We have to do the best we can with it, and we have to meet
that with‘ close co-operation with outside steamship companies. -

Mr. CantreEY: But, Sir Henry, at the top‘of page 6 you say “ Our steam-
ers, on account of their size, speed and equipment, are placed at a.great dis
ability in competing with other tonnage operating and under construction.”
That is all quite true?

Sir Henry THORNTON: Quite true.

Mr. CantLey: Ithink I am justified in saying “ the worst is yet to come,”
and is not that what you do say? e, o A

Hon. Mr. Dun~ing: That is qualified by service with other lines between
Canada, the Unitad Kingdom and the Continent. That is, one particular area
is referred to.

\
Mr. CanTiRY: It is the greatest area you have, and.that applies equally
to other areas; there is no question about that. I see on page 9 you have, =
“ balance outstanding on vessels sold, $90,000.” How long has that been out-

standing there?
Sir Hexry Taornton: Can you give the details of that, Mr. Cooper?
Mr. Coorer: Do you mean the $90,000 due in October of 192972
Mr. CanTrEY: How long has it been outstanding?

Mr. CoorEr: About two years. It is not overdue.
62022—2} / ‘
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Sir Henry THornNTON: It is part of the arrangement under which that
particular vessel was sold?

Mr. Coorer: Yes. : /

Mr. CantLEy:, It is a pretty long credit. What about the balance?

Mr. Cooper: Thirty-six thousand dollars was due in March, 1928, and
was paid. Thirty-six thousand dollars is due in August of 1928.

Mr. CanTieEy: Was that three years ago?

Mr. Cooper: These boats were sold about three years ago, yes.

Mr. MiuNe: How many ships have you sold all together??

,Sir Hexry THorNTON: That was gone into pretty carefully, as I recall,
last year. The figures were furnished in.respect to the tonnage. - Perhaps you
will answer the question, Mr. Doherty, and say how many vessels have been sold.

Mr. Donrrty: Eighteen vessels. Y

Mr. Durr: I thought the total fleet was sixty-three.

Mr. DonEerty: Sixty-six originally; we have forty-six now operating, plus
eighteen sold, that is sixty-four. Two were lost. .

_ Mr. Jeruirr: In regard to the proposal of Colonel Cantley to discontinue
those boats of five thousand tons, is there not an indirect advantage accruing
to your railway to warrant the retention of those services?

Sir Henry THorNTON: I would not advocate that. I might answer your
. question in this way: We,would not advocate the sale of these vessels if it
meant, the abandonment ot/ the servic\e that they are in.

Mr. Cantriey: No matter what the loss?

Sir Henry THorNTON: Under the present conditions, the present laws.

Mr. CantrEY: I venture to say these vessels are losing more money than
the total trade you are bringing, e ‘

Sir Henry THORNTON: That can be‘easily checked, Colonel. Let me say
this with respect to this whole Canadian Merchant Marine service: the railway
inherited this service; it was given to us. We are doing the best we can with
those services under the cir¢umstances that surround them. In some respects
which I have already stated, I think they are a useful implement to Canadian
manufacturers and traders; but if Parliament in its wisdom would wish to
abandon that service, well, that is up to Parliament. We can only do the best
we can with what we have been given to work with.

Mr. CantrEY: But will not Parliament naturally be influenced largely by
what this Committee recommends?

Sir Hexry TrorNTON: If I may be so presumptuous, T should say that
Parliament would listén attentively to any suggestion that this Committee might
make. What Parliament would do, I eannot prediet.

Hon. Mr. Stevens: Are some of these less than 5,000-ton vessels used
in the Pacific coastwise trade? {

Mr. Donerry\ We have four steamers operating from'Vancquver and Cali-
fornian ports.

Hon. Mr. Stevens: How is”that service?

Mr. Dongrry: It has done reasonably well up to the present time.

Mr. Bein (St. Antoine): Sir “Henry, 1 notice that you have reduced the
number from sixty-six to some forty-six. You spoke about the wisdom of
Parliament, but is it not really that Parliament should listen to the manage-
ment of the Canadian National Railways, who are operating these vessels, as
to what they should do with the future iof. the Canadian Government Merchant

/

Marine? That is why I think this Committee should try to ascertain from you

\
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whether it is your ultimate idea to reduce the number of boats and eventually
get rid of the Merchant Marine; and furthermore, is Parliament interfering with
vou in trade agreements such as with the West Indies, whereby we undertake
to add to the Merchant Marine when perhaps it is not wise to do so?

Sir Henry THORNTON: No. :

Hon. Mr. DunNinGg: The facts of your statement there are wrong. We
do not so undertake. My point is that the statement regarding the West Indies
Treaty is not correct, Mr. Bell, that we undertake to add to the Merchant
Marine. We did undertake to see to it that a steamship service was provided,
and we called for tenders for subsidies in the usual way, and it was not until
an examination had been made of what that subsidy meant to this country, and
to the West Indies, that it was decided by Parliament that it would be better
business to own the boats ourselves. There was a full-fledged debate in Parlia-
ment on that point. The West Indies Treaty. did not involve capital investment
in ships on our part unless we chose to so handle ‘the matter. The subsidy
method was the method contemplated by the treaty originally.

Mr. Ben: We are building up the Merchant Marine then, are we not?

Sir Henry THorNTON: If I may answer the question in this way: the
Canada-West Indies Treaty was passed. That having been done, then I think
what was done subsequently was wise. ] am not discussing the wisdom of
the Treaty, but the Treaty carried with it a certain obligation, and the way
In which that obligation was fulfilled was a wise method of doing it.

Mr. BeLL: Then T return, sir, to what you have said, that that was the
wisdom of Parliament. I think possibly the shoe was on the other foot. It should
be the wisdom of the transportation advising Parliament.

Sir HENRY THORNTON: I could not advise Parliament with respect to what
trade treaties they make. But, when Parliament makes a treaty involving cer-
tain obligations with regard to transportation, and they ask me what I .thmk :
should be done, then I make my recommendation. T did it that time. I said, “I
think the wise thing to do is to build these ships, and operate them ourselves.”

Mr. Ber: That does not help very much in getting rid of the Merchant
Marine ships you have on hand, if we are to build more. Your idea was to get
rid of the ships? ; \

Sir HeENry THorNTON: No; perhaps I did not make myself clear. As far
as the officers of the Canadian Government Merchant Marine are concerned, thqy
start with the fact that a trade treaty has been passed which involves certain
water services. Now, that is fixed, and eannot be gotten away from. It is done .
by Parliament. Then, the Government asks me, “ What do you recommend in
view of the fact that that reaty has been passed?” “Well, my repommend.atlon
was that, we should build and operate the boats ourselves, and I think that is the
thing to do. In a sense it may add to the Government Merchant Marine service,
but T cannot help that.

Mr. McLeaN: Do you consider that the building of these new vessels for
the West Indies’ service will enable you to get rid of some of the older and less
suitable boats you have now? '

Sir HeNRY THORNTON: - No.
Mr. McLeaN: None at all?
Sir Henry THORNTON: No.
Mr. McLEaN: What will you do with those you took off the route?

Sir Hexry THORNTON: The total Canada-West Indies’ services involved the
- construction of five new boats, and the reconditioning of two others, did it not?

Mr. Donerry: That is right, sir.

-
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Sir Hexry THorNTON: Of two others. Now, that is a unit, and stands
apart by itself, but it will not enable us to take off any service.

Mr. McLean: I see. Itisa new service?

Sir Hexry THorNTON: That is right.

Mr. CanTrEY: There are two vessels, the Fisher and Forester; you are going
to take them off that service, when the new go on?

Sir Hexry THorNTON: What vessels were we going'to recondition?

Mr. Dourrry: It will be the Fisher or Forester or two other steamers that
will be reconditioned. In putting on these three new stedmers to the eastern
group, that is to Demerara, we will automatically release the two boats that have
been substituting, the two passenger boats, and the two freight boats. 'Just what
we will do with those at the time remains to be decided. :

Mr. CanTLEY: You are going to displace four of your existing boats?

Sir HeNry THorNTON: Not yet. I do not know.

Mr. Durr: Under the treaty, have vou not to eall at Jamaica and other
places in the western group?

Sir HENry THORNTON: It will be a subsidiary service.

Mr. Cantuey: Turning to page 6, and referring to losses. You say there
were not serious losses exeept on two difterent occasions. May T ask what that
vessel was?

Sir HeENky TroOrNTON: Will you give that information, Mr. Doherty?

Mr. Donerty: The Canadian Raider in one instance was in collision at
London, in the River Thames.

; Mr. CanTLEY: She is now in Hudson bay? - , b
Hon. Mr. DuxNiNG: Oh, no, Port Burwell. i
Mr. Donerty: That is right, at Port Burwell. 1
Mr. Durr: That is in Hudson bay. :
Hon. Mr. DuNNiNGg: T wish the members of this Committee would learn i

4

some of the geography of Hudson bay. Port Burwell 1s only about fifteen hun-
dred miles away from it.

Mr. Durr: It is in the most important part of it, the Straits.
Hon. Mr. Dux~inG (Referring to map): Port Burwell is on the North

Atlantie. It is_ not-even on the Hudson straits. It is off the eastern entrance
to Hudson straits; on Ungava bay. It is on the way to Hudson bay.

Mr. CanTLEY: ' She is now in what condition?
Mr. DoHErTY: She was on the ground.
Hon. Mr. Stevens: Is she a total loss? : b
Mr. Douerry: We do net expeet she will be, but that will depend on the
report we get.
~ Mr. CantLEY: You would hope she was not a total loss?
Hon. Mr. Stevens; How was she wrecked?

Mr. Dorerty: She was blown away from her anchorage and blown ashore,
and it was because of that accident she had to winter at Port Burwell.

Hon. Mr. Duxxina: There is a full report of that that Mr. Carter tabled
the other day respecting thé Hudson’s Straits work. She dragged her anchor,
and drifted ashore, and sprung a plate and got water in her hold, and it was
considered wise to leave her there for the winter. That is as I understand it.

Hon. Mr. Stevens: What time of the year was that?
Hon. Mr. DunniNeg:. It was late. - \?

.
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Sir Henry THOorRNTON: Too late to get 'out.

- Sir EveeNe Fiser: What was the other accident?

Mr. Donerry: A collision in, the river Thames.

Hon. Mr. Dunnixg: The same boat.

Sir ' Eveene Fiser: Did you have an accident outside Pointe au Bouleau
last year?

Mr. Donerty: Yes, we had a collision in the fall there; that is not included
under the heading that we call “ serious accidents .

Sir Henry THorNTON: Do you want to go ahead?

Mr, Henry: Operating revenues, vessels, close voyages, 1927, $10,234,560,
ag compared with $10,955365.26. Total $10,223,964 as compared with
$10,089,437.

Hon. Mr. Dux~ixg: I think we went over that.
Sir HexrRy THorNTON: Then I do not think there is anything else/now,

‘unless you want to consider, as you did last year, each individual service. We
have given you practically dll of the figures with reepeqt to the general figures

 relating to the operation of the Canadian Government Merchant Marine. I

think there is nothing left now but to consider, if you wish, each individual ser-
vice. "

M. DUFF These accounts show, due by agents, about $600,000. Is that
~ freights that were prepaid? \

Mr. Coorer: Would you repeat that, please?

Mr. Durr: Is that freights to be collected at destination and not yet

\

- remitted by the agents?

Mr. Cooper: The amount due by agents is the amount outstanding collect-
able by our agents, and not remitted.

Mr. Durr: 1 beg your pardon?

Mr. Cooper: It is the balance due by agents of December 31, 1927. It
represents the balance carried by our agencies, not collected; and therefore not

- romitted \

Mr. Durr: Freights which were not prepaid?

Mr. Cooper: It may be prepaid too.

Mr. Durr: But not in your hands?

Mr. Cooper: No.

Sir Henry THorNTON: That will eventually come into our hands.

Mr. Durr: Are all your freights prepaid or do they pay at destmatlon?
Mr. Coorer: Both ways; more or less prepaid.

Mr. Durr: Do you insure your freights? [

Mr. Donerry: No, we do not.

Mr. Cooper: We insure against damage to freight.

Mr. Domrrry: Do you niean, Mr. Duff, whether we cover the collected

frelght charges?

Mr. Durr: Yes, the collect freight charges.
Mr. Dongrty: No, we do not.

th The CHAIBMAN Is it the wish of the Committee that we go into each of
ese?

_Several MemsBers: No.
" The CramMan: I do not think we need to.
Mr. Durr: I am content.

\




!

144 SELECT STANDING COMMITTEE

Hon. Mr. Dux~iNG: It is entirely up to the Committee. I only say this:
that if 'we are examining the details of this company’s business, which would
be of great interest to its competitors, we should sit privately; but if the
Committee does not desire to investigate the individual vessels’'and services,
that is the only question in which private information is given. It is here if
the Committe wants it.

Mr. BeLn: I have certain questions to ask regarding the Australian serviee,
and regarding rates. Unfortunately, I was out of the room when the suggestion
was made that this be taken up in camera.

Sir Hexry THORNTON: The point is that if we reveal some service here,
which is profitable, we will at once direct competition to that service.

Mr. Duwr: Sir Henry, do you not think your competitors know whether
your service is profitable or not?

Sir Henry TrHorRNTON: I do not think so.

The CrarMAN: Mr. Bell, you had some questions you wished to ask I
think those questions should be put in camera.

Mr. Beun: Very good, Mr. Chairman.

The CuHAlRMAN: Then I ask the reporters and any one else present not
a Member of Parliament, or any one not an official of the Canadian National,
or the Canadian Government Merchant Marine, to please retire. e

‘The Committee went into camera.
The Committee adjourned.




-SESSION 1928
HOUSE OF COMMONS

SELECT STANDING COMMITTEE

ON

RAILWAYS AND SHIPPING

; 4

MINUTES OF PROCEEDINGS AND EVIDENCE

No. 6—APRIL 25, 1928 '

WITNESS:

Sir Henry Thornton, President, Canadian National Railways.

Assisted by: Mr. R. A. C. Henry, Director, Bureau of Economics, Mr. S. J.
Hungerford, Vice-President; Major G. A. Bell, Director, C. N
Railways, and other officials.

: OTTAWA
F. A. ACLAND
PRINTER TO THE KING'S MOST EXCELLENT MAJESTY
1928

\







MINUTES OF PROCEEDINGS

Room 429, House oF CoMMONS,
WEDNESDAY, April 25, 1928.

The Select Standing Committee on Railways and Shipping, owned, oper-
ated and controlled by the Government, met*for business at 11 o’clock a.m. this
day, Mr. Goodison, the Chairman, pre31dmg

The following Members of the Committee were present:—

Messienrs: Bell (St. Antoine), Cantley, Stewart (Leeds), Dunmng (Hon.
C. A.), Fiset (Sir E.), Goodison, Harris, Jelliff, Jenkins, McLean (Melfort),
Milne, and Power—12,

In attendance: Sir Henry Thornton, president, Mr. Hungerford, Mr. Robb,
Major Bell, vice-presidents; Mr. R. A. C. Henry, Mr. Cooper,' Mr. Doherty,
and numerous other officials of the C. N. Rallways and Canadian Government
Merchant Marine. s

The chairman called the meeting to order and stated that all the members ’
of the Committee present had a copy of the Estimates in their hands, and if
agreeable they would turn to page 8, at the item of $39,000,000.

Sir Henry Thorntonproceeded to give the details in connection with this
item, assisted by Mr. Henry. Considerable discussion followed.

Sir Henry Thornton filed statement of the Financial and Capital Require-
ments for the nine months ending December 31, 1927, and the calendar year
1928, to be placed in the record.

Greneral discussion on the hotel situation, with special reference to Halifax
and Vancouver. Statement under caption “Hallfax \Hotel” was re-read by Mr.
Henry, for the information of a member of the Committee who had not been
present at a previous meeting of the Committee when that matter had been
gone over.

Some discussion respecting the terminal situation in Quebec City, and
the intentions of the Canadian National Railways in that connection.

Sir Henry Thornton filed statement respecting Wooden Cars, in response
to a question previously asked by Col. Cantley; same to be mcorporated in
the record.

On motion of Sir Eugene Fiset the Annual Report of the Canadian National
Railway System for the year ended December 31, 1927, and the Estimates for
1928- 29 were adopted.

Some discussion arose as to the Committee’s report to the House. After
- discussion,— A ,
621441}
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Mr. McLean (Melfort) moved, seconded by Mr. Jenkins:—

That the Chairman submit a draft report to the Committee at their next
meeting, for consideration before presentation to the House.

Agreed to.

After discussion it was decided by the Committee that the next meeting
would be held on Tuesday, May 1, at 11 o’clock a.m. in Room 429, with the
understanding that Sir Henry Thornton and certain of his officials would
be present.

_ Sir Henry Thernton expressed the thanks of his officers and himself to g
the Committee for the sympathetic consideration they had given the report
and the facts presented to them; and also for the many helpful suggestions of
the Committee; that it had become a pleasure to come before them each year i
and discuss the affairs of the railway. 1

The Committee adjourned. G




MINUTES OF EVIDENCE

CommiTTEE Room 429,
House or CoMMONS,
WEeDNESDAY, April 25, 1928.

The Select Standing Committee on Railways and Shipping met at 11 o’clock,
a'm, the Chairman, Mr. W. T. Goodison, presiding.

The CuamrMAN: If you will come to order we will start on the Estimates.
You all have a copy of the Estimates, and if you will turn to page 3 you will see
there the item of $39,000,000.

Sir Henry TrorNTON: Perhaps the best way to proceed would be to give a
summary of the financial requirements and resources, applicable thereto, for
the year ending December 31, 1928. The particulars are as follows:—Interest
on Funded and Other Debts, $40,564,000—using round figures—Grand® Trunk
Pacific Guaranteed Interest, §1,108,000; Dividends on Grand Trunk 4 per cent
Guaranteed Stock, $2,433,000; Sinking Fund Payments, $1,000,000; Equipment
Principal Payments, $7,841,000; Retirements and Capital Obligations, $781,000;
which makes a total of Financial Requirements of $53,740,000; less, Resources,
excluding Eastern Lines, $41,815,000; Deficit, Eastern Lines, excluding interest
on Halifax and Southwestern Railway First Mortgage Bonds, $155,645. That
item represents $6,193,000; and adding the $41,800,000 and the $6,193,000, there
is a total deduction of $35,622,000, which leaves a net financial requirement of
$18,118,000. To this there is to be added General Additions and Betterments,
$25,685,000; New Equipment Series K, $1,000,000; Discount on Securities Issued, .
$545,000; totalling, $45,348,000. Less Financial Requirements for Eastern Lines,
to be provided for in the Estimates of the Department of Railways and Canals,
as follows:—Deficit in Net Income due to the operation of the Maritime Freight
Rate Act, 1927, $1,930,000; Deficit in net income due to causes other than the

. operation of the Maritime Freight Rate Act, 1927, $4,118,000. The last two
items represent a total of $6,348,000, which leaves a final total of $39,000,000.

Mr. Jeuuirr: Could you give us an idea of what the $25,000,000 required
for betterments covers? 3

Hon. Mr. Dun~inGg: Would it not be better to take each one of these items
in its order, Mr. Jelliff? T would just suggest that Mr. Henry give a brief explana-
tion of each of the items read by Sir Henry Thornton. Many of them have
been gone over before, but it is just as well to recapitulate each year and see™
where we are.

Mr. Hexry: The first item is Interest on Funded Debt. For comparative
purposes, you will find the Interest on Funded Debt on page 15 of the report,
Interest on Funded Debt, $40,448,274, Ttem 546.

Mr. Jeruirr: It is a little more this year?

Mr. Henry: Yes. The second item is Interest on the Grand Trunk Pacific,
$1,108,000.

~
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Hon. Mr. Dux~ing: Explain how that arises, Mr. Henry.
Mr. Henry: That consists of the following items:—4 per cent Grand Trunk ;
Pacific, Lake Superior Branch, First Mortgage Bonds. 1
Hon. Mr. Dun~ing: Guaranteed by the Dominion? ;

Mr. Henry: Guaranteed by the Grand Trunk Railway Company of Canada.
4 per cent Grand Trunk Pacific, Prairie Section, A Bonds, and Prairie Section,
B Bonds. Those are the amounts due on April 1st and October 1st, 1928, and
they total $1,108,000.

Hon. Mr. Dux~ine: Which bonds are those?

Mr. HeEnry: Those were the bonds which the Grand Trunk Railway Com-
pany of Canada, under the 1903 agreement, were obligated to guarantee, the
second mortgage bonds; the Government guaranteed the first mortgage bonds.

Hon. Mr. Dun~iNGg: And, on our becoming the owners of the old Grand
Trunk, we inherited their guar'mteed obligations?

Mr. Henry: The third item, amounting to $2,433,333, represents the guar-
antee on what was known as the Grand Trunk Guaranteed stock.

Hon. Mr. Dux~ine: That is the old Grand Trunk?

Mr. Hexgry: The old Grand Trunk Guarantéed Stock, under the arbitra-
tion arrangement. ;

Mr. Harris: What item would that be in last year’s business?

Sir Hexry THOrRNTON: You dealt with that at this time last year forf
last year. That appears again this year, to be dealt with for this year. It is
an annually recurrent item.

Mr® Harris: Where is it reflected in last year's statement?

Sir Henry Tuaor~nton: If T remember rightly, we had the same discussion
last year with respect to all of these recurrent items. In fact, they have been
coming up year after year.

Mr. Henry: It is the 5th item on page 26 of the Annual Report, Mr.
Harris.

Hon. Mr. Dunning: 4. per cent Perpetual Guaranteed Stock. The same.
item of Interest. £ ;

Sir Henry TuorxToN: Does that answer your question, Mr. Harris?

Mr. Harris: Yes.

Mr. Henry: The next item is Sinking Fund, $1,012,425:

Hon. Mr. Dux~ixg: These Sinking Fund payments relate to specific bond
issues? :

Mr. HEnry: Yes.

Hon. Mr. Dun~inGg: There is no need to detail them, except to make it
clear that there is no sinking fund in connection with every bond issue, but only
in respect to certain of them that are still running, of the old corporate
obligations.

Mr. Henry: They are Canadian Northern Guaranteed Debentures,
National Transcontmental Branch Lines, and several other issues with sinking
ofund provisions. The next item is Equipment Principal Payments, $7,841,000.
The Equipment Series G, H and J; the Canadian National Eqmpment Senes
F; the old Grand Trunk Rallwav Company of Canada; Equipment on the Grand -~
Trunk Western Lines; Grand Trunk New England Llnes, a small equipment
issue there; and Equipment Series A, B, C, D and E, Canadian Northern Rail-

way. System The next item is $780 000 Retlrements Capital Obligations.
This represents the amount required to retire Grand Trunk Junction bonds.
Hon. Mr. Dux~ing: There are some other items too?

X
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Mr. Harris: I do not understand what he is talking about.

Sir Henry THOorNTON: We are dealing with the items entitled Retirements,
Capital Obligations, and Mr. Henry is trying to give you the details of that
item of $781,000, and he got so far as to say that part of it was due to the
contemplated retirement of the Grand Trunk Junction Railways bonds.

Mr. Hexry: They appear on Page 27, near the bottom.

Mr. Harris: Just read the item. $ :

Hon. Mr. DunNiNGg: 5 per cent Mortgage Bonds, Grand Trunk Junction.

Mr. HENry: Due January 1, 1934.

Sir EveexEe Fiser: It is hard for the members of this Committee, not having
before us the written explanations, as read by Mr. Henry, to follow these
items. A

Sir Hexry JTHORNTON: All of these items are in the Annual Report it-
self.

Mr. JeLuirr:  The amount of those bonds in that item is $918,960.

Mr. Hexry: Some of them have been retired already. They represent a
first mortgage upon what is known as the Grand Trunk Junction Railway, which
extends from 49th Street to Elsdon Street, Chicago. The purpose of retiring
these bonds is to permit the discharge of the mortgage on certain properties sold
years ago to the Santa Fe, and in connection with which the Canadian National
Railways will receive $1,300,000. That discharge cannot be given until these
bonds are paid off, So the purpose of discharging this mortgage is to permit that
transaction to be completed. The total of the items just mentioned is
$53,740,179. As against that, there are certain resources excluding the Eastern
Lines. These resources are estimated at $41,814,919, and they represent the
estimated difference between the revenues and expensés for the coming year.
Of those resources, $6,192 000 represents the estimated resources of the Eastern
Lines. ) ; :
Hon. Mr. DunniNg: Not the resources of the Eastern Lines, but the
resources receivable from the Dominion Government with respect to the Eastern
Lines?

Mr. Hexry: That is right. Making the net resources for the system,
exclusive of the Eastern Lines, $35,621,919.

Mr. Jerurrr:  That item of $6,192,000 is not included in the $41,000,000?

‘Mr. Henry: That is not included in the $41,000,000?

Mr. Jeruirr:  Then, your resources would be, $48,000,000?

Mr. Hexry: No, one is a credit and the other is a debit. This leaves

* the net financial requirements at $18,118000. The next item is General

Additions and Betterments, amounting to $25,685,385, which is the net figure.
The gross figure is $28,983,238, and the credit, due to Equipment Retirements,
is $3,297,853.

- Sir HeNrY TaorNTON: This is the point that you raised, Mr. Jelliff?

Mr. Henxry: We have this under two different classifications, the first is
General Betterments for the Entire System, $18,789,910.

Mr. Hagris: And the figure for last year?

Mr. Henry: Last year it was $14,780,566.

Mr. Harris: Where is that shown in your statement?

Mr. Henry: That is shown in last year’s budget. That, of course, repre-
sented a nine months’ figure. s
 Sir Hexry Tror~NTON: I will file the statement which is the Financial

and Capital Requirements for the Nine Months ending December 31, 1927, and
the calendar year 1928. d
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&
CANADIAN NATIONAL RAILWAYS ;
Financran axp Carrrar REQUIREMENTS FOrR THE NINE MoNTHS ENDING DECEMBER 31, 1927 ,
AND THE CALENDAR YEAR 1928 1
' ¥
Budget 9 Months Budget Increase 4
—_— ending Calendar or
- Dec. 31, 1927 Year 1928 Decrease
¢ $ cts. $ octs. $ cts. 5
Interest on Funded and Other Debt....| 27,465,489 96 40,564,010 29| 13,098,520 33 i
G.T.P. Guaranteed Interest............ 554,040 00 1,108,080 00 554,040 00
D1v1dend on G.T.R. 4% Guaranteed e
Bl T S N el s 2,433 333 33 2,433,338 83.. . ..&. il
Sinking Fund Payments................ 827,718 39 1,012,425 88 184,707 49
Equipment Principal Payments......... 6,244,000 00 7,841,400 00 1,597,400 00
Retirement of Capital Obligations...... 20,000 00 780,929 72 760,929 72
37,544,581 68 53,740,179 22| 16,195,597 54 9
JIens BORONTOOS™ §100 7 = o s s a6 cadws on 34,529,000 00 2
Resources except Eastern Lines.........[................ 41,814,919 22 :
Deficit Eastern Lines except interest x 4
Halifax & South Western bonds. ... |.5.............. 6,192,999 50|) 35,621,919 72 1,092,919 72 ‘i
Net Financial Requirements............ 3,015,581 68 18,118,259 50{ 15,102,677 82 4
General Additions and Betterments. ... 17,834,418 32 25,685,385 00 7,850,966 68
New Equipment Series K..............Lcciioiiiinnn ~ 1,000,000 00 1,000,000 00
Discount on securities to be issued.. 1,650,000 0O 545,000 00 1,105,000 00
22,500,000 00 45,348,644 50| 22,848,644 50
Less financial requirements for Fastern
Lines to be provided for in Esti-
mates of Department of Railways
P St ARG S ettt A S O IS IREECT S A o 6,348,644 50| 6,348,644 50
R 07 | Py~ Sk B e 22,500,000 00 39,000,000 00{ 16,500,000 00

Hon. Mr. Dun~mNa: That gives the details of the item asked for by
Mr. Jelliff? ,

Mr. Henry: The second item under this classification is Co-ordination.
This represents the work done at the junction of twor railways, such as the
Canadian Northern and the Grand Trunk Pa01ﬁc—$84 500. The third item is
Hotel Department, $3,652,758.

Mr. BeLn (St. Antoine): Is that vour estimate of the hotels?

Mr. Henry: This is the estimated capital expenditure which will be
required for the coming year, in connection with hotels.

Mr. Bewn (St. Antoine): I believe Sir Henry was going to give us a
statement regarding the hotel situation at Halifax. z

Sir Hexry THorNTON: On page 11 of the Ahnual Report, under the
caption “Halifax Hotel” will be found a stateément that represents the position
of the Company with respect to the Halifax Hotel. I assume that this has
been read and it need not be read now. It represents the statement that I
would make, and to that'I do not know that there is anything I can add. I will
be glad to answer any questions that may be asked. \

Mr. BeLL (St. Antoine) : I regret that I have not read this statement
Sir Hexry THorNTON: It might clarify the situation if that statement
were read, and I will ask Mr. Henry to read it. \
Mr. Hexry: ~ (Reads):
In 1926 a plan, which had been privately promoted for the erection
" of a modern hotel at Halifax, was presented to the Board of Directors
for consideration. The plan was found to be unsatisfactory in its method
of finance and was rejected. The need of more modern hotel facilities
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at Halifax was, however, apparent to the Board, and it was recognized
that, with the eetabhqhment in the winter of 1928- 1929 of the new and
1mportant services of the Canadian National Steamships between Halifax
and the West Indies, this need would become still more pressing. Pro-
tracted negotiations ensued between Halifax financiers and the National
Railways in an effort to arrive at a satisfactory plan whereby such
Railways might participate in the promoters’ undertaking, although the
inclination of the Board was that the National Railways should itself
construct and own a hotel at Halifax. After these negotiations had
been in progress for some time the Canadian Pacific Railway was invited

. by the promoters to participate in their enterprise, but no decision was
reached by the Board of that Company until September 26, 1927, when
it decided to take up $350,000 of the Preferred Stock in such enterpnse
On July 14, 1927—more than two months prior to this action by the
Canadian Pacmc—Col J. L. Ralston, Minister of National Defence, had
announced that the possibility of the Canadian National Railways par-
ticipating financially in the building of a hotel by Halifax promoters
had been considered by the Cabinet and that approval would not, without
the direct authority of Parliament, be forthcoming for the purchase by
the National Railways of mmomty shares in a privately financed hotel.

On July 20, 1927 the National Railways announced that an appro-
priate amount for the provision of hotel facilities at Halifax would be
included in its annual budget to be submitted to Parliament. On Septem-
ber 23, 1927, further repreqentatlo'ns that the National Railways should
purchase preferred shares in the privately promoted Halifax hotel were
considered by the Cabinet; and Col. Ralston immediately notified the
President of the Hotel Company that the Cabinet had adhered to the
decision reached on July 14, and emphasized the announcement of the
intention of the National Railways management to include in the 1928
Budget a railway terminal hotel at Halifax. The decision of the Cana-
dian Pacific to take up the preferred stock of the Hotel Company was
made by the Executive Committee of that Railway Company three days
later.

The site for the new combined station and hotel of the Natmnal
Railways at Halifax, upon which foundation work is proceeding, is
admirably situated to serve the transportation needs of the community,
being on the ocean terminals, and immediately adjoining the present
station of the National Svstem Ample land was available without
additional cost. The hotel is to have one hundred and sixty rooms with
an ultimate capacity of three hundred rooms. Authority is askedNn
the Railway Estimates for the expenditure of $1,250,000. The Board
believes that it has acted with wisdom and has followed that course which
was essential for the protection of the interests of the National Railways.

Mr. Bern (St. Antoine): T presume, as a result of this private hotel gomg
. up, there will be two hotels in Halifax?
i Sir Hexry THorNTON: Unquestionably that will be the final result.

Mr. BeLn (St. Antoine): According to this statement, the Canadian Pacific
were asked to come in to the negotiations for the bulldmg of a joint hotel with
the Canadian National?

Sir HeNrY THORNTON: The original proposal was a private hotel, in which
it was suggested that the Canadian Pacific should participate, and’ they did
participate, as has been explained in the statement which has just been read.

Mr, CantLEY: Could you give us the details on this 1tem?

Mr. Henry: $1,250,000.
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Sir HeNry TrHorRNTON: Perhaps Mr. Bell may have further questions to
ask, and I would suggest, if it is agreeable to the Committee, that we finish
this item before we proceed to any other. -

Mr. McLeaN (Melfort) : The $1,250,000 will build the hotel and furnish it?

Sir HENRY THORNTON: Yes. :

Mr. Beur (St. Antoine): T was wondering whether there was business for
two hotels in Halifax?

Sir Henry THorNTON: That is a matter of opinion. I might observe for
what it is worth, that the capacity of the two hotels under contemplation repre-
sents the combined capacity of the present existing hotels in Halifax. Without
any reflection whatever upon those hotels, they have not been regarded as
adequate, nor of a satisfactory character for the hotel trade in Halifax. In
other words, this is a substitution of what might be described as really modern
hotel accommodation, in an equal quantity to that which existed before, and
which has not generally been regarded as of a modern character. Tt only repre-
sents about three hundred rooms. Opinions differ as to what is going to happen,
and I do not know that I can tell you any more than that.

Mr. BeLL (St. Antoine): How big is the hotel at St. John, the United Hotel
there?

Sir Henry THorNTON: I think it has about two hundred and eighty rooms.

Sir Eveene Fiser: This amount of $1,250,000, for the Halifax Hotelp/is
included, I suppose, in the general statement of $39,000,000?

Sir HExry THORNTON: It is part of the total amount asked for Additions
and Betterments. We are now discussing the details of the $25,000,000.

Mr. Bern (St. Antoine) : You were negotiating, at one stage, with the pro-
moters of this private hotel?

Sir HENRY THORNTON: Yes.

Mr. Bern (St. Antoine): And the C.P.R. were also asked to come in with
the private interests building this hotel?

Sir HENrRY THORNTON: Yes.

Mr. BerL (St. Antoine): Then it was announced that Colonel Ralston had,
after consultation with the Board of Management, decided that you would really

cut off these negotiations, and build your own hotel; is that my understanding?

Sir Henry TuorNTON: The original proposal to -participate in what is
known as the Lord Nelson Hotel, which is the present private hotel, came to

us from the promoters of that hotel. —'We examined the proposal, and rejected.

it because we were not satisfied with the financing. In saying that, I mean no
criticism, but merely that we thought it was not what we would like to see it.
While these negotiations were on, and, as far as I can remember, without
knowledge to us, the Canadian Pacific Railway were asked to also participate
in the Lord Nelson Hotel. The attitude of our officers, and our Board, has
always been that we would prefer to own our own hotel at Halifax. In discussing
the matter with the Government, there was some consideration on their part,
and they finally concluded that they would reject that proposal, in so far as the
Government were concerned. This brought our Board back to its original
thought, that we should own and control entirely our own hotel at Halifax,
having regard to our new West Indies services, and what we regarded as our
predominating interests in the city of Halifax.

Mr. Brww (St. Antoine) : Could these private interests build the hotel without
the co-operation of either of the railway companies? ' :

Sir HENry THORNTON: They could, if they had cared to do it.

Mr. Benn (St. Antoine): They were planning on getting the co—operatig;xi'

of one of the railways? !
#
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Sir Henry THORNTON: When any enterprise of a hotel character is pro-
jected in any city in Canada, there is always the desire to secure the co-operation
and the financial assistance of the Canadian National Railway.

Mr. BeLL (St. Antoine) :  This joint hotel proposition was never talked over
with the Canadian Pacific?

Sir Henry THorNTON: I want to be quite careful to answer your question
accurately. I think T can answer your question safely by saying “No,” although
there were certain conversations, with respect to this situation; in which the
Canadian Pacific and ourselves discussed the matter, but neither suggestion
from either side was satisfactory to the other, and the matter dropped.

Mr. Bern (St. Antoine): I believe there is some mention made of that
hotel in the Canadian Pacific report?

Sir HeExry THorNTON: There is mention made.

Hon. Mr. Dun~xing: While that report is being found, Mr. Bell perhaps
the Committee would be interested in ‘the position of the onvernment and the
reason for i N/t The tentative proposal was the investment of money by the
Canadian National in a privately owned enterprise, the amount being $250,000.
The view of the Government was that this might be considered a major item,
and as it had not been included in the last budget, and had not been passed
upon by Parliament, authority could not properly be given by the Government.
It was not of a sufficiently emergent character to justify the Government giving
authority, without the consent of Parliament in the manner in which we are now
dealing with the estimates of the Canadian National.

Mr. BeLn (St. Antoine): The only thing that I am personally interested
in is whether there is really room for two big hotels in Halifax.

Sir Hexry THorNTOoN: That is a matter of opinion, Mr. Bell. ‘We are
not interested ourselves in whether the hotels will pay or not; we are interested
in whether or not our own hotel will pay. We are not the custodians of the
financial affairs of others who may embark upon a competitive enterprise. We
believe, having regard to all the circumstances, that the hotel which we propose
to build will pay. Opinions differ as to whether the two will pay or not.

Mr. McLeax (Melfort): What percentage of the passenger traffic into
Halifax, overland, is carried by your road?

Mr Werpon: I think about 90 per cent.

Mr. McLean (Melfort): And g large percentage of the traffic by water
from overseas is landed near your proposed site?

Sir Henry THOrRNTON: Within a relatively few steps. I suppose the aver-
age passenger could walk from the Ocean Terminals to the new- hotel in five
minutes. !

Mr. McLean (Melfort): And in coming away from Halifax they will have
to leave by your station? :

Sir Henry THOrRNTON: I was speaking of the Ocean terminals. In so far
as the land transportation is concerned, it is merely two mingtes from the hotel
to the station, the two being in the one building. E

Mr. McLeax (Melfort): And the bulk of the overseas passengers leaving

- Halifax have to leave through your station?

Sir HENRY THORNTON If they want to get out of town, that is the best
_ way to go. i ‘

Mr. Power: Were the Canadian National Railways at any time, in any
way, ever committed to participation in this joint hotel enterprise?

Sir Henry THORNTON: No. -

Mr. BeLL (St. Antoine): Could we have that statement read?
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Mr. Hexry: This is on page 7 of the Annual Report of the Canadian
Pacific Railway for the year ended December 31, 1927. (Reads):

Your Directors, after discussion with the National Railways and
upon the &trong recommendation of the latter, agreed to subscribe for
$100,000 of the Preferred Stock in the Lord Nelson Hotel at Halifax,
Nova Scotia, the National Railways undertaking to recommend the
Government’s approval of a subscription by that Company of $350,000
of such stock. This arrangement was not given effect to owing to Gov-
ernment objection, and your Company was pressed to increase its sub-
seription to $250,000. Your Directors considered that, in view of your
ownership of the Dominion Atlantic Railway serving the important °
tourist centres of the Evangeline country and connecting through the
Eastern Steamship Company with the Port of Boston, the local project,
which received general support in Halifax, should be assisted to the
extent mentioned. The subscription was accompanied by an offer to
the National Railways to transfer to that Company or the Government
$250,000 of the Preferred Stock at cost up to July 1st next—in other
words, renewing the proposal of the National Company ‘to this Com-
pany. The National Railways shortly afterwards announced the con-
struction of an hotel by that Company. Your Directors deplore this
duplication as entirely without justification and are contlnumg negotia-
tions with the National System in the hope that a way may be found
‘of avoiding it.

Mr. Bern (St. Antoine): Are there any other remarks that you have to
make, outside of those you have already made, regarding that statement?

Sir Henry THornTON: The report reads “after discussion with the
National Railways and upon the strong recommendation of the latter.”” There
were verbal discussions between Mr. Beatty and myself with respect to this
situation, but no definite decision was reached with respect to the position of
the Canadian National Railways. I can only recall, in that connection, Mr.
Beatty asking me the question whether I thought a new hotel was needed ab
Halifax, and whether I thought it would pay. My recollection is that I said
it was needed and I thought it would pay, but that was merely an opinion
with respect to the general hotel situation in Halifax.

Sir Eveene Fiser: But the fact remains that the C.P.R. asked you to
subscribe for $250,000 worth of the preferred stock?

Mr. Power: The Canadian National asked the C.P.R. according to that
statement? :

Sir Eveene Fiser: The C.P.R. had an interest of $300,000 in that hotel,
and they would have had a controlling interest?

Sir Henry TrHorNTON: We did not ask the Canadian Pacific Railway to
participate in the hotel, curious as it may seem. No doubt there is a misap-
prehension, but, with much courtésy, I would say that we did not invite the
.Canadian Pacific Railway.

Mr. Power: You did not initiate any negotiations leading to the con-.
struction of a hotel jointly by the two roads?

Sir Hexry THorNTON: No.

Mr. Power: And in so far as that statement seems to insinuate that it
is not correct?

Sir' HeENry THorNTON: It is inaccurate.

. Mr. Beun (St. Antoine): The C.P.R. Directors seem to be under the
impression that two hotels will not pay, whereas the view of the management
of the Canadian National is that your hotel will pay?
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Sir Henry THorNTON: I can only say that if the Directors of the Cana-
dian-Pacific Railway feel that two hotels will not pay, they would have better
kept out of the field. However, that is a matter which rests entirely with
their own judgment, and I would not presume to express an opinion.

Mr. Power: You did express an opinion in the report you said you had
acted with wisdom.

Sir Henxry TrHORNTON: That is with respect to our position. Sometimes

essential facts are overlooked, and I thought that further emphasis would do
no harm.

Mr. Hexry: The $3.000,000 is made up as follows: $2,000,000 for the

Chateau Laurier; $100,000 for the Vancouver Hotel; $176,000 for the Jasper
Lodge; $49,000 for Minaki Lodge; and $44,150 for Pictou Lodge.
‘ Mr. McLean (Melfort): Is that a new hotel that is being built?

Sir Henry TaHorNTON: That is a proposition which we acquired, as I
recall it, about two or three years ago. It is on the seashore, not far from
Pictou. We took this Lodge over and 1t has been found to be quite satisfactory
from the financial standpoint. We are enlarging the facilities, and improv--
ing it.

Mr. McLeax (Melfort): That is at Pictou, Nova Scotia?

Sir HeNry THorNTON: Yes. There is insufficient sleeping accommoda-
tion in the Lodge, and we are adding room, the business having justified it.

Mr. Power: Have, you ever considered constructing a hotel in Quebec?

Sir Henry THORNTON: Overtures have been made to us with respect to
participation in another hotel at Quebec. Those overtures never reached a
very tangible proposition, but, broadly speaking, my feeling has been that,
with the possible'exception of certain seasons of the year, the present Chateau
Frontenac is adequately fulfilling the needs of the travelling public at Quebec.
Until we have met the more pressing hotel situations elsewhere, such as at
Ottawa, we thought that it would be unwise to embark upon anythmg there.

Mr. Power: The negotiations you spoke of were with respect to a hotel to
be constructed on what is called Montcalm-Market, opposite the Auditorium?
Sir HENry THorNTON: That is right.

Mr. Power: As a matter of fact, you own property only a few yards from
the Chateau Frontenac, which mould be an ideal site for the c?nstruction of
a hotel? *

Sir HENry TrHORNTON: I cannot answer that off hand. I would accept
your statement if you say we do.

Mr. Power; A number of years ago I think the Grand Trunk purchased
some property above the Terrace in line with the Chateau Frontenac, sup-
posedly for the purpose of constructing a hotel. General Fiset tells me that
that might have been a personal purchase made by Mr. Hayes. 5

Sir Henry TuHorNTON: The only property we own in the immediate
vicinity is the Ticket Office opposite the Frontenae, and that would be insuffi-
cient, of course, for a hotel.

Mr. Power: In the shuffle between the Grand Trunk and the Canadian
National Railway, this property may have gone back to the Hayes Estate.

Sir Hexry THorRNTON: At the moment, ‘the only property we own in
that vicinity is the Ticket Office. The Vancouver Hotel situatign is this. Many
years ago, when the Canadian Northern built into Vancouver, that railway
entered into a contract with the city of Vancouver, which requned a number
of things. I do not know of anything that was left out of that contract; as
far as obligations of the Canadian Northern were concerned. We were confronted
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with the execution or fulfilment of our contractual obligations as a result of
that contract. Many of the obligations were frankly admitted by the ecity to
be uncalled for and unnecessary. Finally, however, an arrangement was reached
with the ecity as a result of which if we would undertake to build within a
relatively short time, a suitable hotel at Vancouver, the other contractual
obligations would be waived by the city. We thought it an advantageous
arrangement to make, first because we felt the need of a hotel for the Cana-
dian National Rallwavs at Vancouver. And secondly, because by doing so -
we relieved ourselves of presumably large expenditures which we thought
unnecessary. That briefly represents the Vancouver position.

Mr. Power: 1 am not referring to hotels now but I have in mind certain
contractual obligations on the part of the National Transcontinental Railway
—now your railway—towards Quebee, to build terminals and railway stations
and all that, which they have not paid much attention to or given much con-
sideration to for the last fifteen years.

Sir HENRY THORNTON: As far as that is coneerned, Major, the Canadian
National Railways must—and the company wishes to—comply with all of its
contractual obligations. The situation with respect to Quebec is both long
and complicated.

Mr. Power: So complicated that we cannot move.

Sir Hexry THorNTON: If this Committee would like to go into it, I am
quite willing to do so, and I can assure you I am glad the opportumtyi is
presented to make this statement that however little the people of Quebec think
is being done, we are dissatisfied with the terminal situation in Quebec, we are
examining vnth a view to remedymv it and we propose to do so ]ust as quickly
as we possibly can. It requires no urging on us to improve our terminal situation
in Quebec which we do not regard at present as satisfactory.

~ Mr. Power: Perhaps this is not the time to discuss it but I have a few
questions to ask, with the permission of the Chairman.
- The CHAIRMAN: Yes.

Mr. Power: You have a contract at the present time wxbh the Canadian
Pacific Railway for the use of the Canadian Pacific Station.

Sir Henry TrorNTON: Yes, -
Mr. Power: Would it be possible to tell me when that expires?

Sir Hexry TuornToN: I will ask Mr. Hungerford who is more familiar =~

with the details of that than I am, and can give you the dates and particulars
which perhaps I cannot; to answer that question. Will you please, Mr.
Hungerford?

Mr. Hu~nGerrorp: In 1915, I think, an agreement was made bétween the
National Transcontinental and the Canadian Pacific Railway, by which the
National Transcontinental secured a fifty per cent interest in what is known as
the Palais Station terminal, and that agreement provided for the use of those
facilities by all railways thatewere owned or controlled by the Government, or
in ‘the future might be owned or controlled by the Government. So for all
practical purposes the Canadian National owns a fifty per cent interest. We
pay fifty per cent of the interest and have equal rights. e

Mr. Power: You pay fifty per cent of the maintenance, the C.P.R; own the
building, and they let you in on condition that you pay to maintain it.

Mr. Hu~Neerrorp:  We pay fifty per cent of the interest on the investment,
and we pay a wheelage proportion of the upkeep. That is in proportion to the
number of cars. A

. Mr. Power: So it is really a lease or rental?
Mr. Huneerrorp: It is equivalent to half ownership. ==
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Mr. Powrr: Equivalent to half ownership because you pay half the
interest? ;

Mr. HuNGerrorD: Yes.

Mr. Power: That is a new way of acquiring property, to my mind. And
you pay on a wheelage basis for all the ears which enter the station.

p Mr. Huncerrorp:  Exactly on the same basis as the C.P.R. are charged
00.

Mr. Power: When does this agreement expire?

Mr. Hungerrorp: The agreement was drawn for 99 years. That was sub-
ject to legislative approval.

Mr. Power: Has it ever been approved?

Mr, HunGerForD: - I think not. >

Mr. Power: Are you bound to continue to use these railway terminals for
99 years?

Mr. Huxeerrorp: I think we would have to ask the lawyers that question. |
I do not know.

Hon. Mr. DunNING: «¥Xou are a lawyer yourself, Major Power.

Mr. Powrr: I have never heard of an agreement like that in my life.

Sir Hexry TigornTon: It is a common agreement in railway practice.

Mr. Power: I have never heard of acquiring property in that fashion.
You could pay for 99 years and the property would still be that of the C.P.R.

Mr. HuncgerrorD: Quite true.

Sir Hexry THorNTON: I think technically Mr. Power is right, in that we
acquire certain rights for the use of that station under certain terms. Those
terms are the payment of fifty per cent of the capital charges; the division of
maintenance on the basis of use. That agreement_continues for 99 years and
we think has not yet received legislative approval but we are not certain.

Hon. Mr. Dun~iNe: It has not received legislative approval.

Sir Henry ThHorNTON: Technically speaking we enjoy the use of that
station tinder this arrangement with the C.P.R. At the expiration of the 99
years the property would not be ours.

Mr. Huxeerrorp: There is an important phase of the matter which has
not been mentioned, and that is that a considerable proportion of the real
estate involved in the joint terminals belongs to the Canadian National Railways,
and under the termis of the general agreement that is leased to the Canadian
Pacific. So a considerable amount of the land actually belongs to the Canadian
National Railways. 7

Mr. Powsr: That is the land surrounding it, but not the land on which the
station is built or on which the tracks are laid. 5 : :

Mr. Hunaerrorp: Yes,; there is a lot of property included in the joint area,
and leased by the Canadian National Railways or its predecessors to the Cana-
dian Pacific under the general provisions of the agreement.

Mr. Power: Is it the intention of the National Railways to submit this
agreement for legislative approval at any time?- .

Mr. Huncerrorp: 1 do not know that. T

Sir Henry TrorNTON: That is a new question. I do not know. It seems
to have proceeded very satisfactorily without formal baptism. Whether the
child should be presented for baptism or not I would not like to say.

Mr. Power: Is that an insinuation that the child is more or less illegitimate?

Sir Hexry THORNTON: Well at least it has no parents.
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Hon. Mr. Du~x~NiNGg: It was an arrangement made by Mr. Gutelius I think.
It never was submitted for approval.

Sir Kucene Fiser: Usually these 99 year leases are confirmed by Order in
Council.

Hon. Mr. Dux~ixe: I'do not think there was any confirmation of it at all.
As I have said, it was made by Mr. Gutelius.

Sir Eveene Fiser: It does not need special leglslatlon It needs simply
an Order in Council.

~Hon. Mr. Dux~Ning: I think possibly that is so, but it has not been sub-
mitted for approval, at least I have no knowledge of it. It seems to work well
without it.

Sir Henry TrorNTON: In putting together these properties a good many
queer things were done years ago, and little by little we come across things that
ought to have been done differently and which may require legislative approval,
and as fast as we get hold of them we try to straighten them out. In the older
days, there was a good deal of laxity, and by that I do not mean criticism that
the-former owners of the various properties were not as-precise in their various
transactions as we find it necessary to be to-day.

Mr. Power: You know, Sir Henry, that af the time this contract was
entered into by the National Railways with the Canadian Pacific Railway, there
was existing a contract with the city of Quebec, whereby thes@anadian National
was pledged to build a large station on another site altogether, and had actually
received from the city of Quebec property worth anything from two to five
million dollars which it still keeps. :

Masor Benn (Deputy Minister of Railways): That was an agreement
between the Transcontinental Commissioners and the city of Quebec; not the
present management. /

Mr. Power: In the same way probably in 1915 it was not the present
management.

MaJsor Bern: It was thh the Transcontinental Commissioners and the
" eity of Quebee. It was not at that time under Government management. That
is}; the Transcontinental was not. Mr. Gutelius for instance was the man in
charge.

Mr. Powgr:. The property involved though came into the possession of the
Canadian National Railways. :

Masor Brrn: Oh, yes.
Mr. Power: You got the property whatever else was done.

Masor Bern: When it was transferred from the Transcontinental Commis-
sioners to the management of the Intercolonial Railway then that agreement
was entered into by Mr. Gutelius, with the Canadian Pacific Railway. Mr.
Gutelius at that time representing the Government Railways.

Sir Eveene Fiser: The title is now vested in the Canadian National Rail-
ways. \
Masor BeLn: No, it is vested in the Government.

Hon. Mr. Dux~NiNGg: The Government has,the lands.
Mr. Huxeerrorp: My understanding .is that the present agreement is

enforceable for a period of 21 years, and ubject to legislative approvadl would
continue for 99 years.

Sir Everne Fiser: It is exactly the same as the ordinary-leases passed
by the department in Ottawa. An Order in Council for the 99 year lease does;
and notwithstanding the fact that the agreement was for 99 years, as it has not
been eonfirmed by Order in Council, 21 years is the legal period that applies.

\
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Mr. Power: So we have to wait willy nilly whether the traffic increases or
not for another 20 years or another 7 or 8 years before we get better terminal
facilities in Quebec?

Sir Hexry THOrRNTON: I would say that would be an unduly pessimistie
view, Major.

Mr. Power: 1 think I am justified in pessimism when I reflect on the
past history of this transaction.

Sir Hexry THORNTON: It is a complicated thing and we have been try-
ing to get at the legal aspect of it. And every time I get a legal opinion I
knew less about it than I did before and probably others have had the same
experience.

Mr. Power: That is perhaps a suggestion that you might get a better
legal staff.

Sir Henry TaorNTON: Well I can think of one member of the Bar whb
would be a valuable member of our staff.

Mr. Power: That offer might be considered.
Sir HENrY THORNTON: Now we are really getting on. Then I might

suggest perhaps that it might be allowed to stand meantime and that Mr.
Power settle this privately.

Mr. Power: The latter part of our discussion might be settled privately. |
A short time ago, Sir Henry, you said you were not satisfied or that you
were dissatisfied with the terminal faeilities at Quebec?

. Sir HeEnry THORNTON: Yes.

Mr. Power: Did you refer to this agreement?

Sir Hexry THorRNTON: I am speaking generally and that is part of the
situation.

Mr. Power: Could you tell me, for my information, what else is unsatis-
factory?

Sir Henry THorNTON: In Quebec? i

Mr. Powrr: Yes.

Sir Henry THorNTON: No, I do not know that I can. I do not quite
know where you are headed.

Mr. Powrr: If I knew what was unsatisfactory, I might urge on the
Canadian National Railways to remedy the situation.

Sir EveeNe Fiser: They may be dissatisfied with the represenwtlon here.
Mr. Powrr: They might, but he does not vote.

Sir Henry THOrRNTON: What is that? No, if I voted, I would probably
be one of your most ardent supporters.

~ Mr. Powrr: I do not think that is a fair question to ask, Sir Henry;
1t involves a lot. ' :

Sir HeNry THORNTON: It involves a terrible lot.
Mr. Power: I will drop it

Hon. Mr. Dunning: There are many such SItuatlons from one end of
- Canada to the other, and old ones come to life again every once in a while,
that we did not know about before.

Mr. Power: But you are really giving it your attention?
“Sir Henry THoORNTON: Oh yes, I assure you of that.

Mr. McLeaxn (Melfort): .Just what is the need for a hotel in Vancouver
at the present time, Sir Henry?

62144—2
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Sir Hexry THorNTON: With mueh courtesy and with no desire to cast
any reflection upon anyone, the only hotel in Vancouver to-day of large size,
which is adequate to cope with the traffic needs of the community, is the
Vancouver Hotel, which is owned by the Canadian Pacifie Railway Company.

Mr. McLeax (Melfort): Would not the “Georgia ” come into that class?

Sir Hexry THornNTON: The “ Georgia” was built rather recently. It
is relatively small and hardly affects the competitive situation. We have felt
for some time that we were losing traffic because the only really large hotel,
as I deseribe it, a hotel, adequate to care for the travelling needs of the publie,
was the hotel that was owned by our principal competitor, and quite naturally
they use that facility to the utmost to secure and keep traffic, and with respect
to that I-have no criticism whatever; but the passenger business in and out of
Vancouver, particularly in the summer, is increasing with rapidity and we
felt that quite apart from any other considerations the Canadian National
Railways should have a first class hotel of its own in the city of Vancouver.

Mr. McLean: Have you any reason to suppose that the C.P.R. hotel
is a profitable institution? ’

Sir Henry THorNTON: T-have no informaton with respect to what that
hotel does. It enjoys-a large business, it is in an important city, and certainly
would seem to me to present a fertile hotel field.

 Mr. McLea~: If that hotel is not profitable at the high rates they charge
and secure, there would not be very much show for a new hotel paying its
way.

Sir Henry THorNTON: I do not know whether the hotel is profitable or
- not. I can express no opinion.

Mr. McLean: But I say if it is not profitable, in view of the high rates
they are getting and the fact that it is alone, you would not have much chance
of making a hotel pay? ;

Sir HeEnry THORNTON: You cannot consider the hotel proposition in Van-
couver separate and apart from the traffic situation. A hotel is very often
not only for the purpose of providing accommodation to travellers, but it is also
an important implement in securing and retaining traffic. -

Mr. McLeax (Melfort): Why so. “Have you connections with important
passenger carrying ocean transportation systems in that city?

Sir Henry THorNTON: We enjoy friendly relations with most of the
trans-oceanic lines running into Vancouver. We have no alliances or things of
that sort, outside of the coastwise service. ‘

Mr. McLean: Is it the fact that the C.P.R. lines carry most of the pas-
sengers on the Pacific?

Sir Henry THoRNTON: Yes.

Mr. McLean: Could you depend on getting passengers from even the
small balance of ships that run with passengers?

Sir Henry THorNTON: I think we would have an equal chance at least.

Mr. McLean: It is not a very bright looking prospect, is it?

Sir Hexry THORNTON: Yes, I think it is certainly a satisfactory prospect.
The situation is simply this: that if we wish to retain our passenger prestige on
the Pacific Coast, we have got to be equal to hotel facilities in Vancouver. The
city is growing with great rapidity. I do not know of any city in Canada that
is growing more rapidly than Vancouver. Now we have got to protect our posi-
tion. Furthermore, unless we do this, we are certainly liable to a very much
larger expense which would ensue from the enforcement of the contract which
the projectors of the Canadian Northiern made with the city of Vancouver.
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Hon: Mr. Dun~ing: That is the point. :

Sir Henry THorNTON: Make up your minds to this, that there are
several million-dollars that we are stung for good and proper in Vancouver.

Mr. McLean: That company went into liquidation did it not?

Sir Henry THorRNTON: No.

Mr. McLean: It went bankrupt then.

Sir HeNry THORNTON: No, not as I understand it.

Mr. McLean: How did it have to be taken over then?

Hon. Mr. Dun~ing: The government of that day acquired the stock, and
acquired with the stock all the contractual obligations.

Sir Henry THorNTON: Competent legal advice is that that is a valid
contract, and I can assure you that there was nothing left out of that contract,
not even the kitchen stove. - ;

Mr. McLran: Well you may have to go on with it. But I think you will
have an awful time making it up, for a long time to come. *

Sir HENrY THORNTON: No, I do not think I agree with you with respect to
¢ whether or not such a hotel in Vancouver would pay. I think it will.

Hon. Mr. Dun~ing: Yes, I think it will:
Sir HEnry THORNTON: I think it will pay.
Mr. McLeax: What do you figure on it costing?

- Sir Henxry THorNTON: The tentative estimate was about four million
dollars, but let me again remind you, that in such a place as Vancouver and
under such circumstances, you cannot entirely divorce the hotel from the traffic
aspect.

Mr. McLean: That is so; it affects your traffic coming out of Vanecouver;
it does not affect your traffic going into Vancouver.

Sir Hexry TrHOrRNTON: Oh yes, because we have in the summer time a
large coastwise traffic through our steamships that ply between Vanecouver,
Prince Rupert and Alaska. : '

Hon. Mr. DunNinG: - The “triangle trip” affects that inereasingly.

Mr. McLeax: Quite so, but are not those people going to take your
ships according to the quality of your service on the water?

Sir Hexry TrHorNTON: No. Of course quality of service is a factor but
the Canadian Pacifie Railway also operates a competing service almost parallel
with ours, and somewhat more extensive.

Mr. McLean: How are the rest of your hotels paying at the present time?
Outgide of the Chateau, have you many hotels that are paying financially?

Sir Hexry TrHorNTON: I will get the statement.

Mr. McLean: Is the Fort Garry for instance paying?

Sir Henry THorxTON: I will give you the figures. The hotel position in
1926 was this: there was an operating loss of $38,737 on all the hotels. In 1927
the operating loss was $10,502. My recollection is that if you go back three
or four years you will find that the operating loss was very much more; so that
I- think it is fair to say that as the economie position of the Dominion improves,
and as our traffic increases, the hotel losses become less each year, and I should
look forward to no very distant day when our hotels as a whole will at least show
some profit. These figures of course do not take into consideration the traffie
value which our hotels bring to us. »

Mr. McLpan: * What was the operating profit of the Chateau last year?
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Sir Henry THORNTON: I do not think we should give that here. I will
tell you privately. :

Mr. McLeax: No, that is all right, Sir Henry, but the fact that you had
a reasonable operating profit on the Chateau presents a different picture for
the balance of your hotels.

Sir Hexry THoOrRNTON: Practically all of the other hotels show losses
running from a couple of thousand dollars up to thlrty or forty thousand
dollars.

Mr. McLean: Yes, I appreciate that.
Mr. CantLEY: At Vancouver, Sir Henry, do you anticipate a large pat-
ronage from tourists motoring up from the States along the Coast?

Sir Hexry THorNTON: Yes, we do. Automobile traffic into Vancouver

x

is a very valuable asset to that Province. In fact it is a very valuable asset

to the whole of Canada. I should say that automobile tourists leave at least
one hundred million behind them in Canada annually.

Mr. JeLuirr I have understood that the hotels there are booked up
for weeks ahead at times. Can you say whether that is so?

Sir Henry THorNTON: I think that is true.

The CuAtrRMAN: Are there any other questions on the Vancouver hotel
proposition or with regard to any of the other hotels? If not, Mr. Henry will
proceed.

Mr. Hexry: The total of these items is $22,527,163. The next item is
“Betterments to Equipment, $1,958,000.” That includes locomotives and
freight cars.

Hon. Mr. Dun~inGg: You are still giving details of the 25 million item?

Mr. Henry: Yes, 0of the 25 million item: Additions and Betterments
to Equipments, $1,958,000; Electric Lines in Ontario, $348,100.

Those represent all the items that ordinarily come under the Operating
Department. They total $24,833,263.

The mext item is Canadian National Express, $63,000.

Colonization Department, \$37,750.

These are Capital Expenses of course.

Radio Department, $15,000.

Stores Department, $195,476.

Traffic Department, $38,800.

Finance and Accounting Department, $6,000.

Legal and Taxes, $144,800. ° .

Fire Protection, $165 500.

Canadian National Commercial Telegraphs $2,472,601.

Sir Henry THORNTON: The bulk of that is a provision for the purchase
of the lines now owned by the Western Union Telegraph Company in the
Maritime Provinces.

Mr. CantLEY: When do you expect to take those over?

Sir Hexry THorNTON: We are in negotiation now with the Western
Union, and we have a final meeting with them the day after_to-morrow a}ad
it will probably be before very long.

Mr. Hesry: Railway Te¥egraphs, $81,599. No, Railway Telegraphs,
that is $121,503.

Great Northwestern Telegraph Company Commercial, $451,596.

Montreal and Southern Counties, $53,000. -

Oshawa Railway, $276,700.

Thousand Islands, $5,300.

Canadian National Steamships, $10,800.
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Mr. STEWART (Leeds): Mr. Henry, that item for the Thousand Islands
Railway, is that a new station? We are much interested in that.

Mr. Henry: It is a small item. $5,300.

Hon. Mr. Dux~NinGg: I am afraid you will not get a station for that.
Mr. Stewarr: It is not a big station or a big railway.

Mr. Hexry: It is for small betterments, that is.all.

Sir HExry THORNTON: I know what you have got in your mind. I thini
you are right too. 3

Mr. Hexry: Terminal Warehouse Company, $7,150.

Total for these other departments, $4,149975, for a grand total of
$28,983,238. From that there a deduction in the final estimates of $3,297,000.
For Betterment of Equipment, giving a net of $25,685,385. That net appears
on the summary we have just given.

Sir Hexry TrorNtON: That does not include the branch line program.

Mr. Hexry: The division of the estimates between the Eastern lines and
the balance of the system is as follows:—

Eastern Lines $5,144,178.

Balance of the system $23,539,060.

The Cuamrmax: Has any member any question to ask in regard to any
of those items?

Mr. Harris: I intended to ask about the Toronto Terminal Warehouse.
: Sir Henry THornTON: It was Montreal. Do you want to know what
that is? . ! ¥
Mr. Hexry: That is $7.000. It is a small capital ifem with regard to a
warehousing company that formerly belonged to the Grand Trunk Railway of
Canada and came ‘over with the assets of that company. .

Sir Hexry THorNTON: 1 think Mr. Harris knows what it is?

Mr. HAgris: Yes. '

Sir Hexry THorNTON: There are the Marine estimates. TS

Hon. Mr. Dux~iNg: It is on the same sheet, $759,000.

Sir Hexry THORNTON: The deficit in operation of the company and the
vessels under the company’s control during the year ending December 3lst,
1928, $750,000. Capital requirements $8,000. That is practically all deficit.
I take it there is no question about that. That has all been previously explained.

The CuairmaN: Have you any further questions to ask in regard to these
estimates? :

Sir Eveene Fiser: Would it be possible next year to have a detailed state-
ment of these figures? J

Sir Henry THorRNTON: I noted what you said, General, and we will
endeavour to see if that cannot be presented in somewhat the form you suggest,
and we are very much obliged to you for the thought. »

Hon. Mr. Dux~ing: Here it is General. It is very bulky.

Sir Eveene Figer: I would not give all those details. A summary of the
different items that the members of the Committee could hold.

Sir Hexry THornToN: I see what the General wants. Although what
we did this year has been what we have been doing for the last five years, I
think we can do it better next year.

Mr. Harris: Following up that suggestion, Mr. Chairman, I make this
. observation; as a member of the Committee I must frankly admit that I
could not follow these figures. - /

N
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Hon. Mr. Dunxine: It will all be printed to-morrow morning.

The CuAmmMAN: Yes, you will have all these items to-morrow morning,
Mr. Harris, in the report.

Sir Hexry THoORNTON: I realize how hard it must be for members of the
Committee who perhaps may not be day by day as familiar with the operations
of the railway as the officers themselves, to follow figures of this sort. It is
our desire to try to present the figures in such a way as to give the Committee
all of the information they require but not so much information as to be con-

fusing. :

Sir EveenNE Fiser: I do not mean, Sir Henry that these details or that
summary of the details composing that, should not be included in the estimates
themselves. I think a separate sheet might be submitted to the Committee
which would be all that would be needed.

Hon. Mr. Dun~ing: I have a suggestion to make there; I quite see Mr.
Harris’ point. I think probably, Sir Henry in view of the practice of former
years, if we could agree as a Committee for the Chairman to draft a neport
for submission to us as a Committee, before it goes to the House, and meet
at some future time, by that time all of the details which have been given this
morning will be of record, and be in the printed proceedings of the Committee.
Members in the meantime could go over that, and we could have the under-
standing that when we meet to consider the report to be made to the House,
anything which arises out of the printed information, Mr. Harris, could. then
be submitted. I think that would be the best way to get at it this year, and
then possibly in future years we might have a summary for distribution.

Sir HeNry THoRNTON: I think we can do better. We are always learning.

Sir Eveene Fiser: For this year we have the explanation and we are
satisfied with it. S

Hon. Mr. Dun~inGg: You can follow it much better when you get it in
the printed record.

Sir Eveene Fiser: I would not like to delay the passing of the estimates
or the acceptance of the report.

Sir Henry TaornTON: Colonel Cantley asked a question in regard to
wooden cars. We have a statement in answer. May we file that, colonel, if
that meets your wishes? 2 3




RAILWAYS AND SHIPPING - 163

CANADIAN NATIONAL RAILWAYS
WoopeN CARs 1N SERVICE AT DECEMBER 31, 1927

Box

Stoex, | Refri- | Coal, Pulp- East-
Auto | Flat | Horse, | gerator | Coke, | Ballast| wood | Potato| man |Tank| Total .
Poultry| ~ Ore Heater

Cl‘lil equipped with

above........
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\

‘Mr. Chairman, this has no particular bearing on the work of the Committee,
but it will perhaps be of interest to the Committee to hear this statement which
has just come to me.

. For the first three months of this year, the net earnings of the National
Railway system are $10,524,000 as compared with $8,276,000 the previous year.
An increase of $2,248,000; or rather ore than 25 per cent for the first three
months of the year. As I say, that has no bearing on this year’s figures, but
I thought the Committee would like to know what was going on.

Mr. Power: It will put them in a good humour.

Sir Henry THORNTON: And you-ean go away feeling quite happy and
contented.

The CuamrMAN: " Is it the wish of the Committee that we have'a report
prepared and submitted to a future meeting of the Committee?

Sir EveeNe Fiser: No, I think each member will have a copy of the printed
evidencé, and there is no need to delay.

The CmArMAN: Last year we had a general report prepared and sub-
mitted to the Committee, and that general report was confirmed by the Com-
mittee after it was submitted to the House. Is it your wish to do the same
thing this year? ;

Mr. McLeaN (Melfort) Yes. I move that that be done, Mr. Chairman.

Mr. Harrrs: Make it very brief, Mr. Chairman. In other years we have
had a very lumbering report.

Mr. Cantiey: Would you indicate how much money you intend to spend
on branch railways this year, Sir Henry.

Mr. Henry: I will get the branch line estimates.

Mr. Harris: Before you put the question as to Mr. McLean’s motion;
at one of the early meetings T wanted to ask this question, but I did not want
to embarrass the railways. Is it possible that we are going to lose the services
of Mr. Henry to the railways?

Sir Henry THorNTON: The disaster is not imminent. Answering Colonel
Cantley, the amount estimated to be expended during the year 1928 is $10,725,000.

Mr. CantLey: Is it all in the west or on the western lines?

Sir Henry THorNTON: I cannot give you the details of the money but I
can tell you that it is divided between Quebee, Ontario, Saskatchewan and
Alberta. i

Mr. Cantrey: What about the Sunny Brae Road?

Sir Henry THorNTON: We do not contemplate that this year. The only
program we have, colonel, is the three-year program.

Mr. Cantrey: I understand that.

Sir Henry TrorNTON: And the figures I have given relate to that program.

Mr. CanTrey: I was in hopes that it would include that road this year.

Sir Hexry TaHOorNTON: We did not see that we could.

The CrARMAN: Gentlemen, you have heard Mr. McLean’s motion as to

the report. Anyone opposed?

(Carried.)

You have heard the estimates given in detail.. We would like to have a
motion approving of the estimates of the Canadian National Railways and of
the Canadian Government Merchant Marine.

Sir Eveene Fiser: I move that the Canadian National Railways and the
Merchant Marine estimates be approved now.

The CaamrMaN: All in favour of the motion?
(Garried.) w
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Sir Hexry THOrRNTON: Might I ask, Mr. Chairman, when you next meet
—we are glad to come and be at your disposal but if you can give us an idea
of the date the officers and myself may arrange our time accordingly.

Hon. Mr. Dun~ing: The motion as to the draft report having been carried,
I move that we meet again at the call of the Chair,-when he is ready with his
report.

Mr. Harris: Why not next Tuesday, Mr. Chairman?

Hon. Mr. DunNinNGg: If we can say definitely next Tuesday, there might
be some questions arising out of the printed report of the proceedings; if the
Committee thinks it can get along without the officers, so much the better, but
I hesitate to say that to Sir Henry.

Sir Henry THorNTON: Safety first. We will be here.

Sir EveeNE Fiser: We have heard all the explanations and the book will
be full of them; I do not think there is any need of the officers being here.

Hon. Mr. DunNing: 1 am obliged for your hint, but one of the reasons
for having this Special Committee is to relieve the House and to relieve the
Minister from making explanations which can be better made by the officers in
Special Committee. I do not know that we can presume that any different
practice will be followed in the Housé than has been in the past. Of course any
member can ask any questions when the estimates are before the House. These
are in no different position from any other estimates, but the fact that we have
conducted an examination here, and the proceedings being printed, has in the
past tended to minimize the discussion in the House. I think it is very desirable
that this should be so, Every member of the House is provided with a copy of
the proceedings and in nine cases out of ten it answers his questions. In the
tenth case I will have to do the best I.can.

Mr. StewarT (Leeds): Would it not be a good suggestion if we had this
report drafted and before the Committee and then if we need the officers we can
send for them?

Sir Henry THoOrRNTON: I think you had better make it Tuesday ancf have
everyone here, and I think that we will really save more time, in that way,
than in any other.

'~ Mr. Hagris: I suggest that Sir Henry use his Judgment as to who he will
bring here.

Sir Hexry TaorNTON: We will have enough artlllery.

Mr. Chairman, will you permit me on behalf of the officers and myself, to
thank the members of the Committee for the sympathetic consideration which
they have given the report and the facts that we have presented to them; and
‘also to thank them for the many helpful suggestions that they have given to us.
I can assure you that it has come to be a pleasure to appear before this Com—
mittee to discuss annually the aﬁalrs of the railway.

The CuaRMANy We will adjourn until Tuesday at 11 o’clock in this room.

The Committee adjourned.
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ORDERS OF REFERENCE

House or CoMMONS,
Tuespay, 6th March, 1928.

Resolved,—That Standing Order 63 of the House of Commons, relating to
appointment of the Select Standing Committees of the House, be amended by
adding to the Select Standing Committees of the House for the present session,
a Select Standing Committee on Railways and Shipping owned, operated and
controlled by the Government, to which will be referred the accounts and the
estimates of the Canadian National Railways and the Canadian Government
Merchant Marine for the present session, for consideration and for report to the
House, provided, however, that nothing in this resolution shall be construed to
curtail in any way the full right of discussion in Committee of Supply; and
that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, Chaplin,
Drayton, Duff, Dunning, Fiset, Goodison, Harris, Jelliff, Jenkins, MecLean
(Melfort), Milne, Power and Stevens. ,

Attest. ARTHUR BEAUCHESNE,

Clerk of the House.

Ordered,—That the said Committee be empowered to examine and inquire
into all such matters and things as may be referred to them by the House; and
to report from time to time their observations and opinions thereon, with power
to send for persons, papers and records.

Attest. ARTHUR BEAUCHESNE,

Clerk of the House.

WepNESDAY, March 21, 1928.

Ordered,—That the preliminary statement of the Accounts of the Canadian
National Railways for the year 1927, laid on the Table of the House on Tuesday,
March 6, 1928, be referred to the Select Standing Committee on Railway$ and
Shipping. ,

Attest. ARTHUR BEAUCHESNE,

Clerk of the House.

TrUrspAY, March 22, 1928.

Ordered,—That 500 copies of the minutes of proceedings and evidence taken
- before the sa1d Commitee be printed from day to day, or as required, for the
use of members of the Committee and the House, and that Standing Order 64
be suspended in relation thereto.
Attest. ARTHUR BEAUCHESNE,
Clerk of the House.

TaURSDAY, March 22 1928.

Ordered,—That the said Comm1ttee be given leave to sit while the House
is in session.
Attest. - ARTHUR BEAUCHESNE,
Clerk of the House.




Tuurspay, March 22, 1928.

Ordered,—That the Supplementary Estimates, 1927-28 (Railways and
Canadian Government Merchant Marine, Limited), be referred to the said
Committee. 1

Attest. ARTHUR BEAUCHESNE,

Clerk of the House.

THURsDAY, April 19, 1928.

Ordered,—That the name of Mr. Stewart (Leeds) be substituted for that of
Sir Henry Drayton on the said Committee.

Attest. ARTHUR BEAUCHESNE,
A Clerk of the House.




vl

REPORTS OF THE COMMITTEE

First REPORT
TrurspaY, March 22, 1928.

The Select Standing Committee on Railways and Shipping, owned, operated
and controlled by the Government, beg leave to present the following as their
First Report. Your Committee recommend to the House that 500 copies of
their minutes of proceedings and evidence be printed from day to day, or as
required, for the use of members of the Committee and the House, and that
Standing Order 64 be suspended in relation thereto.

All of which is respectfully submitted.

W. T. GOODISON,
Chairman.

SecoND REPORT
TrHURspAY, March 22, 1928.

The Select Standing Committee on Railways and Shipping, owned, operated
and controlled by the Government, beg leave to present the following as their
Second Report. Your Committee recommend that they be given leave to sit
while the House is in session.

All of which is respectfully submitted.

W. T. GOODISON,

Chairman.

THaIRD REPORT

| Tusspay, April 17, 1928.

The Select Sthnding Committee on Railways and Shipping, owned, operated
and controlled by the Government, beg leave to present the following as their
Third Report:— \

Your Committee, to whom was referred Bill No. 204, An Act respecting The
Toronto Teminals Railway Company, have taken the said Bill under considera-
tion and have agreed to report the same without amendment.

All of which is respectfully submitted.

W. T. GOODISON,
Chairman.

FOURTH AND FINAL REPORT

~ Monpay, May 7, 1928.

The Select Standing Committee on Railways and Shipping, owned, operated
and controlled by the Government, beg leave to present the following as their
Fourth and Final Report: .

Your Committee, to whom was referred for consideration and for report
to the House, the Estimates of the Canadian National Railways and the
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Canadian Government Merchant Marine, Limited, held seven meetings, in the
course of which they examined sundry witnesses, including:
Sir g%zrﬁr Thornton, K.B.E., Chairman of the Board and President,
Major Graham A. Bell, CM.G., Deputy Minister of Railways and Canals:
Gerard Ruel, K.C., Vice-President of Legal Affairs, C.N.R.
S. J. Hungerford, Vice-President, Operation and Construction Depart-
ments, C.N.R.
R. C. Vaughan, Vice-President, Purchases and Stores Departments, C. N. R.
A. T. Weldon, Vice-President, Traffic and Express Departments, C.N.R.
W. D. Robb, Vice-President, Insurance, Colonization and Telegraph Depart-
ments, C.N.R.
R. A. C. Henry, Director, Bureau of Economics, C.N.R.
T. H. Cooper, General Auditor, C.N.R.
C. B. Brown, Chief Engineer, Operation Department, C.N.R.
M. S. Blaiklock, Asst. Chief Engineer, Operation Department, C.N.R.
J. P. Doherty, Traffic Manager, Canadian Government Merchant Marine,
Limited. .

CANADIAN NATIONAL RAILWAYS

Your Committee have had under consideration Item 408 of the Estimates,
which provides for loans or guarantees of $39,000,000 to the Canadian National
Railway Company for the year ended December 31st, 1928, which is the first
full calendar year for which the Estimates of the railway company have been
placed upon the basis of the calendar year, instead of the Goovernment fiscal
year, which was previously the case. The Estimates considered by the Com-
mittee and presented to the House a year ago covered the nine months’ period
ended December 31st, 1927.

Your Committee have in the course of their deliberations examined in
considerable detail the operating statements and the capital expenditures of
the company for the year ended December 31st, 1927, and desire to point out
that the statements presented this year are in a modified form in that the
accounts of the Central Vermont Railway, now in receivership, have been
excluded for the entire year, and the accounts of the Eastern Lines, under the
provisions of the Maritime Freight Rates Act passed last session, have been
shown separately from those of the balance of the Canadian National System,
for the six months ended December 31st, 1927.

Your Committee note that the operating results for the year 1927 were
not quite as favourable as those for the previous year. The evidence adduced
from the officers_of the railway disclosed the fact that the chief reasons for the
less favourable showing were an increase in expenses due to a general increase
in wages, and because of somewhat larger expenditures on maintenance of
way and structures to improve the physical condition of the property; and a
decrease in earnings due to a reduction in freight rates and to a later harvesting
of the grain crop, which delayed the grain movement in 1927 as compared
with the movement in 1926. When these factors are taken into account, your
Committee is of the opinion that the results of the operations have been very
satisfactory indeed.

Your Committee have examined in detail the capital expenditures made
during the year, which totalled a very considerable sum, and are satisfied from
evidence given that the railway properties have received a benefit in keeping
with the capital outlay made. ‘

Your Committee are also satisfied from the evidence given that the accounts
for the year 1927 as presented are in accordance with prescribed practices in
railroad accounting, and when taken together with the separate statement
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respecting the Eastern Lines, reflect accurately the revenues received and the
expenditures made, as well as the additions to the capital account during the
year 1927. :

Your Committee are gratified to observe the continued improvement in
the earnings of the company’s hotels, and to learn from the officers of the
company of the indirect benefit resulting from the operation of the hotel system.

Your Committee have already in their Third Report referred to their
consideration of Bill 204, “an, Act respecting the Toronto Terminals Railway
Company.”

Your Committee note-that the requirements for the present year, exclusive
of the Eastern Lines, amount to $39,000,000, as compared with the require-
ments asked for last year of $22,500,000 for the nine months ended December
31st, 1927, including the Eastern Lines. The chief reasons for the increase are
the twelve months’ period as compared with the nine months’ period of last
year, increased interest and a larger program of additions and betterments
which was examined by your Committee and found to be reasonable.

From the evidence given your Committee are of the opinion that the
amount of $39,000,000 is necessary for the purposes of the company during
the year 1928 and should be passed by the House.

CANADIAN GOVERNMENT MERCHANT MARINE, LiMITED

Your Committee have had under consideration Item 409 of the Estimates,
which provides for a loan of $758,000 to the Canadian Government Merchant
Marine, Limited, and have, in the courke of their deliberations, examined the
operations for the year ended December 31st, 1927. Your Committee note that
the results of the operations have not been quite as favourable as those for the
previous year, due to a highly competitive situation, which resulted in a reduc-
tion of freight rates in certain directions, with a resultant reduction in the gross
revenue of the company.

Your Committee note that the amount asked for, viz: $758,000, is to be
used to the extent of $750,000 for contemplated deficits and $8,000 for better-
ments, and are of the opinion that this amount is necessary and should be granted
by the House. ‘

All of which is respectfully submitted.

W. T. GOODISON,

! Chairman.
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MINUTES OF PROCEEDINGS

/

'Room 429, House or COMMONS,
TraurspAY, May 3, 1928.

L J
The Select Standing Committee on Railways and Shipping, owned, oper-
ated and controlled by the Government, met at 11 o’clock a.m. on above date,
Mr. Goodison, the Chairman, presiding. The following members of the Com-
mittee were present:— '

Messieurs: Cantley, Duff, Dunning (Hon. C. A.), Fiset( Sir E.), Goodi-
son, Harris, Jelliff, Jenkins, McLean (Melfort), Milne, Power, Stevens (Hon.
H. H.), and Stewart (Leeds)—13.

Sir Henry Thornton, President, C.N.R., Major G. A. Bell, C.M.G., Deputy
Minister of Railways and Canals, S. J. Hungerford, Vice-President O. and C.
Departments, C.N.R., R. A. C. Henry, Director, Bureau of Economics, T. H.
Cooper, General Auditor, and several other officers of the railways were present
at the meeting.

The Chairman stated that, if any members of the Committee present
desired to ask any further questions before proceeding to the consideration of
the Fourth and Final Report, he would be glad to have them do so; if not, they
would take up the matter of the report and deal with that.

The Report was then read by the Chairman, followed by considerable
discussion respecting the method of accounting followed by the railway, referred
to in the repott as, “the recognized practice in railroad accounting,” Sir Henry
Thornton and the officers of the railway answering questions in detail, as
requested, by members of the Committee.

The Central Vermont Railway, now in receivership, came up for further
discussion; also, the Eastern Lines for a lengthy discussion. Mr. Stevens
maintained that all accounts, with special reference to the Eastern Lines,
should appear in the Annual Report (red book) of the C.N.R., under a certain
specified heading, in addition to the present practice of presenting the accounts
in separate volumes.

A long discussion followed on this point.

The Chairman announced that it was one o’clock and the report had not
yet been_ fully dealt with, and he desired to know the wish of the Committee.

Mr. Harris moved, “That the Committee do now adjourn, and meet again
ac 4 o’clock p.m., to-day.”

Motion lost on division. A .

After further consideration of the report, in which some minor amend-
ments, as to certain wording and the construction of certain paragraphs, had
been made, but without any material change in the statements contained in
the report as a whole, Mr. Jenkins moved, seconded by Mr. Cantley:—

That the Fourth and Final Report, as amended, be adopted.

Motion carried.

The Chairman was thereupon instructed to present the said Report to the
House. |
The Committee adjourned to the call of the chair.

> E. L. MORRIS,
;i Clerk of the Committee.
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MINUTES OF EVIDENCE

ComMITTEE Room 429,
House or ComMMONS,
TaurspAy, May 3, 1928.

The Select Standing Committee on Railways and Shipping met at 11 o’clock
AM.,, the Chairman, Mr. W. T. Goodison, presiding.

The CuamrMAN: Gentlemen, we have a quorum. At our last meeting there
was some complaint made that the members of the Committee could not follow
the figures as they were explained, and at that time it was stated that those full
figures would be printed in the report. This was done. Are there any ques-
tions which any member wishes to ask if so, we will be glad to have them now
before we start consideration of our final repoﬁ If not, we will take up the
final report at this time.

Mr. Power: General Fiset and Mr. Harris brought that up and I think
they are absent to-day.

The Caammman: We have prepared the report, and a copy has been handed
to each member of the Committee. If it is the wish of the Committee I will
read the report now. This is the fourth and final report of the Select Standing
Commxttee on Railways and Shipping:

FourtH anp FINAL REPORT

7 The Select Standing Committee on Railways and Shipping owned,
operated and controlled by the Government begs leave to present the
following as its Fourth and Final Report.

Your Committee to which was referred for consideration and for
report to the House the Estimates of the Canadian National Railways
and the Canadian Government,Merchant Marine, Limited, held seven
meetings, in the course of which it examined sundry’ mtnesses, includ-

ing: !
Sir Henry Thornton, K.B.E., Chairman of the Board and President,
C.N.R.
Major Graham A. Bell, C.M.G., Deputy Minister of Railways and
Canals.

’

Gerard Ruel, K.C., Vice-president of Legal Affairs, C.N.R.
S. J. Hungerford, Vice-president, Operation and Construction Depart-

ments, C.N.R.

$E ey Vaughan Vice-president, Purchases and Stores Departments,
C.N.R.

A. T. Weldon, Vice-president, Traffic and Express Departments,
C.N.R.

W. D. Robb, Vice-president, Insurance, Colonization & Telegraph
Departments C.N.R.

R. A. C. Henry, Director, Bureau of Economics, C.N.R.

T. H. Cooper, General Audltor, C.N.R. -

C. B. Brown, Chief Engineer, Operation Department C.N.R.

M. S. 1\IBIl{all\lock Asst. Chief Engineer, Operation Department,

C.2

J. P. Doherty, Traffic Manager, Canadian Government Merchant
'Marine, Limited.

»
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CANADIAN NATIONAL RATLWAYS

Your Committee has had under consideration item 408 of the Esti-
mates, which provides for loans or guarantees of $39,000,000 to the Can-
adian National Railway Company for the year ending December 31st,
1928, which is the first full calendar year for which the estimates of the
railWay company have been placed upon the basis of the calendar year,
instead of the Government fiscal year, which was previously the case.
The estimates considered by the Committee and presented to the House a
year ago covered the nine months’ period ending December 31st, 1927.

Your Committee has, in the course of its deliberations, examined in
considerable detail the operating statements and the capital expendi-
tures of the company for the year ending December 31st, 1927, and
desires to point out that the statements presented this year are in a
modified form in that the accounts of the Central Vermont Railway, now
in receivership, have been excluded for the entire year, and the accounts
of the Eastern Lines, under the Provisions of the Maritime Freight Rates
Act passed last session, have been shown separately from those of the
balance of the Canadian National System, for the six months ending
December 31st, 1927. '

Your Committee notes that the operating results for the year 1927
were not quite as favourable as those for the previous year. The
evidence adduced from the officers of the railway disclosed the fact that
the chief reasons for the less favourable showing were a reduction in
freight rates and an increase in expense due to an increase in wages and

\ because of somewhat larger expenditures in maintenance of way and
structures to improve the physical condition of the property. When these
factors are taken into account, your Committee 1s of the opinion that
the results of the operations have been very satisfactory indeed.

Mr. JeLuirr: Mr. Chairman, right there: would it not be well to point out,
unless it appears later in the report, that the lateness of the crop conditions in
the west affected more unfavourably than this would show the railways for the
year. Of course that will be reflected in this year’s business, but is that not one
factor in the less favourable showing?

‘% Sir Hexry THORNTON: There is no doubt at all but what the late movement
of the crop, a portion of which was not moved lat year, has had that effect. It
was mentioned in the annual report of the company. The statement was made:

The increase in freight rates was not in proportion to the increase in
operating expenses, partly on account of the reduced freight rates and
partly on account of the early harvest in 1926 and the late harvest in
1927. -

Mr. Jeruirr: I would not care to interfere with the report as it is.
The CuArMAN: It is in the printed report.
Mr. Durr: It is better there to be general than to be specific.

The CHAIRMAN (Reading) :

Your Committee has examined in detail the capital expenditures
made during the year which totalled a very considerable sum, and are
satisfied that the railway properties have received a benefit in keeping
with the capital outlay made.

Your Committee is satisfied from the evidence given that the accounts
ag presented are in'accordance with recognized practice in railroad account-

ing, and reflect accurately the revenues received and the expenditures

made during the year, as well as the additions to the Capital account.
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Mr. Harris: In reading the clause on the top of page 3—is it necessary to
put that in? What does the Committee know about railway accounting?

The CHAIRMAN: From the evidence of those who are familiar with it.

Mr. Harris: We do not know anything about it.

Mr. McLeaxn (Melfort) : We think we do. :

Mr. Harris: I am speaking for myself. Perhaps the rest know more about it. '

The CuAmRMAN: We have to base our ideas upon the evidence of those who
are familiar with it. That question was asked particularly and it was stated
that this was in accordance with the recognized practice of railroading throughout
the United States and Canada.

Mr. Hargris: We did not put that statement in last year’s report. Why
should we put it in this?

Hon. Mr. Dun~NiNG: In view of the fact that the record of the proceedings
of the Committee will indicate that considerable evidence was adduced with
respect to the accounting system. That was one of the matters which was dis-
cussed and inquired into possibly more extensively than any other phase of
the company’s business, and is there not an implication, that if we are not satisfied
that recognized accounting methods are followed, we would say so, and it seems
to me that the implication is that if we are satisfied we should say something of
a positive character.

Mr. Power: You can say that the evidence goes to show that the accounts
as presented are in accordance with recognized practice. You need not say you
are satisfied.

Hon. Mr. DuNNiNG: Some members of the Committee are satisfied.

Mr. McLeax (Melfort): If we are not satisfied with the accounting we
should order an outside investigation immediately into the matter.

The Cuamman: If we are not satisfied with the manner of accounting we
are in duty bound to present it in this report.

Mr. McLean (Melfort): We must either be satisfied or take bsome other
" method of finding out. |

Mr. Cantrey: Why not say “It would appear from the evidence given”?
Mr. Harris: We could say “It is a recognized practice in railroad accounting.”

Mr. Power: Your objection is that you are not satisfied from the evidence
that the accounts as presented here are in accordance with recognized practice?

Mr. Harris: I am not in a position to pass judgment on the recognized
practice of railroad accounting.

Sir Henry TuHorNTON: In this and in similar investigations which are
made by individuals who may not be experts in the technique of any particular
thing, they call as witnes_ses individuals who are bel_ieved to have some com-
plete knowledge of whatever is being dealt with and in whom they have confi- -
dence. They question them and then form their own conclusions based
on the evidence of those experts. That is the situation which con-
fronts this Committee. It has called certain witnesses in whom the Committee
is believed to have confidence both with respect to their ability and honesty,
and after having heard their evidence they then apply' their own judgment and
come to the conclusion that the situation is as stated in that paragraph. That
is the common practice in all investigating bodies.

Mr. Harris: Why was this put in this year and not in other years?

Mr. Power: Because we went further into the evidence with regard to the
accounting system this yvear than we did in other years. We studied the question
of accounting and I think whoever wrote that report was justified in saying that
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we were $atisfied with it, because we did not want any further evidence on it.
We should not simply have a copper-plate report or a printed form to fill in; we
slhould‘ vary it from year to year. It shows we have some initiative, if nothing
else.

Hon. Mr. DunNinG: One of the most important matters before this Com-
mittee is the manner in which the accounts are presented, because if they are
not presented in accordance with the recognized system of accounting, our work
from year to year would be made ten times more difficult. I frankly confess
that it is to me, as Minister, a matter of some importance that recognized railway
accounting prineciples should be followed. I regard that as a vital matter for
this Committee, and if there is any doubt at all now after the inquiry which has
been made, that there is or has been any departure from recognized railway
accounting principles I think this question is important enough to keep the
Committee here for a week to get to the bottom of it. To me it is a matter of
supreme importance. We cannot appreciate what our property is doing unless
we feel sure that the foundation for the structure of our accounting is sound, and
if there is any doubt about it we should go fully into the matter, call further
evidence and do everything possible to assure ourselves that the practice followed
is sound because from that accounting we get the information upon which to base
our judgment, and if that information is wrong, our whole work is wrong. I

. would like to encourage a thorough examination up to the point where the
Committee says that it is satisfied with the system as it is, or that it is not
satisfied and that certain changes should be made. As I see it, it is a matter of
the most vital importance. -

Mr. CanTLEY: I am almost in complete accord with what the Minister has
said, but I would like to point out that most of the members of the Committee
are not possessed of sufficient knowledge to make an authoritative statement as
to whether the accounting system is correct or not.

Hon. Mr. Duxn~ing: That is not the point— '

Mr. Cantigy: That is part of the point. T was going to make the suggestion
—1I do not know whether it will meet with the approval of the Committee or of
the Minister—that we turn back to the preceding page and continue that so as
to read: ‘“Your Committee has examined in detail the capital expenditures made
during the year, which totalled a very considerable sum, and they are satisfied
that the railway properties have received a benefit in keeping with the capital
outlay made,” and then follow on with the words “And'from the evidence given
it would appear that the accounts as presented are in accordance with the
recognized practice of accounting and reflect accurately”—and so on. It is nnt
as specific as the statement which is made, which members might use with a
certain amount of hesitation. i

Hon. Mr. Dun~inag: I think we are in a measure talking of different matters,
Colonel Cantley. 1 am dealing with the words “the recognized practice in
railway accounting.” We do not require to be expert accountants ourselves in
order to be able to determine from the evidence whether the practice followed
is in aceordance with recognized railway accounting or not. We can hedr the
witnesses as to what the standards of accounting are in the Interstate Commerce
Commission, which we did; we took evidence on that point. We are capable
from hearing the evidence given by the expert accountants of knowing whether
the system is in accordance with recognized practice in railway accounting.

Mr. Power: That is all we have here.

Mr. CanTLEY: No. This says: “Your Committee has examined in detail the
capital expenditures made during the year, which totalled a very considerable

sum, and are satisfied that the railway properties have received a benefit in
keeping with the capital outlay made”.
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Mr. Power: That is another phase of it.

Hon. Mr. Dun~ing: With regard to the other phase I think Colonel Cant-
ley is right. That is a matter for the auditors, and we have adopted the auditors’
report. But with regard to the first, it is a matter of great importance in regard
to the practice in railway accounting as to whether or not what we are follow-
ing is recognized practice or not. With regard to the accounts themselves, we
cannot determine that for ourselves; we can only rely on the internal audit, and
the audit by the independent firm of chartered accountants.

Mr. CantrEY: 1 am satisfied with the method of accounting, but turning
back to page 2, the last line, you say “are satisfied that the railway properties
have received a benefit in keeping with the capital outlay made”. How can the
Committee make that assertion? That can only be made by an examination of
this property from one end of the country to the other, and I do not think we
should permit ourselves to make a statement of that kind which is so very sweep-
ing and so very broad. ; ‘

Mr. McLeaN (Melfort): If the Committee is not satisfied that the Railway
properties are benefited in accordance with the capital outlay, they must say
one thing or the other, and they should go farther and investigate now.

Mr. CantrEy: I was raising a' point upon which there may be some diffi-
culty. :

Mr. McLean (Melfort): We are asking for a further sum of money to be
spent in the same manner, and if T am not satisfied that the physical condition
of the property is better, I could not feel justified in voting for further moneys
to be spent in the same way. As a matter of fact, from the evidence given, and
my own observations, I think the money voted in the past has been spent to
good advantage, so I feel free to ask that more be given in the same manner.

Mr. Power: The only way in which we can be expected to satisfy our-
selves on that point is by the evidence given. Evidence has been given with
regard to the capital outlay. We have been told by experts of the road that the
capital outlay is such that the road has received benefit to the measure of the
amount expended. We cannot contradict that, even if we did make an inspection
trip over the road.

Hon. Mr. Dunx~inG: The point is that if we are at all doubtful as to the
propriety of this we should examine upon any point upon which we are doubtful.

Mr. Durr: We cannot open that up now; we have approved of it.

Mr. Power: That is purely technical. I do not think that the Minister or
Sir Henry Thornton want us to have any doubt about it. .

Sir Henry THORNTON: Certainly not. You might say this, if I may be
allowed to make this observation, “We are satisfied from the evidence given that
the railway properties have received—" and so on.

Hon. Mr. DunxinG: I have no objection to that. We can only satisfy our--
selves, as Colonel Cantley says, from the evidence given. :

Mr. Stewarr (Leeds): You use the werds at the top of page 3 “from the
evidence given that the accounts as presented are in accordance with recognized
practice in railroad accounting—" and so on. Why mot in the other?

Hon. Mr. Dun~inGg: I see no objection to that.

Mr. Power: In other words, the evidence given before this Committee would
show that the railway properties have received a benefit in keeping with the
capital outlay.

Hon. Mr. DunnNinGg: Insert after the word “satisfied” the words “from the
evidence given”. : :

Mr. Cantuey: That is the only thing upon which you can base your opinion.

\v
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The CraRMAN: That is; at the bottom of page 2, the last paragraph would
then read:
Your Committee has examined in detail the capital expenditures made
X during the year, which totalled a very considerable sum, and are satisfied
from the evidence given that the railway proporties have received a
benefit in keeping with the capital outlay made.

Hon. Mr. Duxn~ing: I think with regard to Colonel Cantley’s remarks
regarding the paragraph at the top of page 3, this could be made to read, “from
the auditors’ report”.

. Mr. Hagrris: If you do that I am satisfied, because the very point in my
mind is in the auditors’ report, by a reservation put in by the auditors on page
13, and of necessity will have to put in for all time to come until such time as,
“the investments in road and equipment appearing in the books of the Com-
panies as at the 1st January, 1923, were accepted by us”,—that is, until such
time as the capital investment is put down on a business basis. That is the
reservation of the auditors. If you put in a qualifying and covering statement
here of the auditors, I am satisfied with the clause. I am certainly not going
to be in the position in regard to this Committee unless the auditors go into the
same position.

Hon. Mr. Dun~ing: On what page is that?

Sir Henry THorNTON: On page 13. The auditors’ certificate:

We have examined the books and records of the Companies com-
prising the Canadian National Railway System for the twelve months
ended the 31st December, 1927. The investments in Road and Equip-
ment, appearing in the books of the Companies as at the 1st January,
1923, were accepted by us.

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, 1927 and we further
certify that, in our opinion, the attached Income and Profit and Loss
Accounts for the year ended the 31st December, 1927, as correctly
stated.

There is nothing else they can do or we can do.

Mr. Harris: 1 appreciate that, but I think it would be rather absurd for
this Committee to put out a general statement as conveyed in this paragraph
which might lead the publie to believe that it is the whole proposition.

Hon. Mr. Dun~inNG: It only relates to a year.

Mr. Harris: “As well as additions to capital account.”

Hon. Mr. Dux~ing: It only relates to the year.

Sir Hexry THORNTON: During the year.

Hon. Mr. Dux~ing: This auditors’ statement makes the qualification as
at the 1st of January, 1923, which is when the properties were put together.
It does not relate to the current year at all.

. Mr. Hagris: - In that these askets are taken on the bodks on Jahuary
1, 1923, at a certain figure, and that figure is embodied in this report, and this
Committee is passing the report.. ,

Hon. Mr. Dun~ing: There would have to be a starting point at this
eonsolidation from a bookkeeping point of view. That was done apparently
as at the 1st of January, 1923, and everything which has occurred since thatt
time in the way of capital additions has come under the purview of this
Committee from year to year.” We certainly do not want to say anything
which endorses the position as created on the 1lst of January, 1923. 1 agree
with Mr. Harris there, that we cannot either prove or disprove—

/
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Mr. Hagris: That is reflected in the statement.

Hon. Mr. Dux~ing: But I do not take it that the language in the report
has that effect.

Sir Hexry THorRNTON: Suppose we say, “and the expenditures made
during the year as well as the additions of capital account for the same period”?
That limits it entirely to the last twelve months.

Hon. Mr. Dun~inG: Y am afraid that would not quite do, Sir Henry.

Sir Henry THorNTON: Or you could say this: “ and reflects accurately
the revenue, receipts and expenditures made as well as additions to capital
account. during the year.” Move the phrase “ during the year ” to the end of
the paragraph, and that will qualify everything which precedes it.

Hon. Mr. DunNiNG: Or put the words “during the year” again after
thedwords “ capital account”, and it will have the same effect. It will then
read: \

' The Committee is satisfied from the eyidence given that the
accounts as presented are in accordance with recognized practice in
railroad accounting and reflect accurately the revenues received and the
expenditures made during the year, as well as the additions to the capital
account during the year.

Mr. McLean (Melfort): Sir Henry Thornton’s phrase was, I think,
the better one:

Mr. CanTLEY: Put the words “ during the year” at the end of the
paragraph. :

Sir Hexry THoOrNTON: That qualifies everything that precedes it, if
I remember my school-books. '

Mr. Harris: Before you go on with that, would this suggestion help:

Your Committee is satisfied from the evidence given that the
accounts as presented are in accordance with recognized - practice in
railroad accounting and reflect accurately the revenues received and
the expenditures made during the year, as well as the additions to the
capital account. - ¢ :

and then add the words “ for the year ”?

Mr. Power: Leave out “during the year”?

Hen. Mr. Dun~inag: Your suggestion, Mr. Harris, would be that after the
word “ account ” we add the words “ for the year ”? That would include the
principles of accounting and everything during the year. After all, that is all -
this Committee has to do. :

Mr. CantreY: Would you include the words “ from the evidence given ” or
“the auditors’ report”?

Hon. Mr. Dun~inG: It is all part of the evidence—part of the record.

. Mr. Harris: After the words “accordance with” insert the word “a”’—“are
in accordance with a recognized practice—” and so forth. ‘5 .

Mr. JeLiarr; The account covers the total year of 19277

Mr. Durr: Why not insert after the word “is” in the first line the word
“qls0” or the words “further satisfied”, because you -use the word “satisfied”. in
the preceding paragraph. Would that not read better?

Hon. Mr. Dux~ing: I do not think it makes any difference. Mr. Harris
has now made a suggestion which is quite debateable.
Mr. Power: Why not say “the evidence shows there is a recognized prae-
tice”? / /
Sir Hexry TrorxTox: There is one and only one recognized practice.
02665—2 .

-
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Hon. Mr. Dunx~ing: Inserting the words “a” implies that there is more
than one.

Mr. Hagris: One of the officers of the company, Mr. Cooper, suggested that
there were several ways of tréating the same point.

Hon. Mr. Dun~ing: All within the same recognized practice. We could
examine Mr. Cooper again on that. |

T. H. Coorer recalled.

Mr. Harris: I think Mr. Cooper will recall that some railroads found it
good practice to set up depreciation to take care of the exhaustion of different
elements, while other railroads did not. Some of the class “ A ” roads did and
some did not.

Mr. Coorer: You are speaking of road property now?

By Mr. Harris:

Q. Yes—A. Speaking of roads in the United States, they all accrue: depre-
ciation on equipment, but it is optional in so far as it concerns road property—
fixed property.

Q. We do not accrue any depreciation on our road?—A. No, we do not,
with one exception which was explained to the Committee,

Q. That makes it a little different in practice from that of the elass “A”
roads in the United States?—A. Yes. ¢

By Mr. McLean (Melfort):

Q. What about the practice of the other roads in Canada?—A. The C.P.R.
does not accrue depreciation on equipment. I do not know what their practice
is, but I know they do not accrue depreciation on equipment. =

By Hon. Mr. Dunning:

Q. They do not?—A. They do not.

| Q. And we do not?—A. And we do not.

Q. And all class “A” roads in the U.S. do?—A. They all do, on equipment.
It is mandatory so far as the 1.C.C. regulations are concerned to accrue depre-
ciation on equlpment but the regulations do not preseribe any rate, so that I
think the madatory provisions of the regulations are somewhat vmded

Q. They have very low rates?—A. Some of the roads have.

Mr. Harris: The Committee must realize it is almost impossible to strike a
rate when the investment in road and equipment is almost $2,000,000,000. It
seems to me, as I review the evidence, there are two classes of railroad accounting,
probably both good.

Hon. Mr. Duxning: My question related to the mandatory provision of
the I.C.C. Of course, back of it was the idea that the 1.C.C. definitely recognized
a statement of accoantmg in connection with which there is apparently, accord-
ing to Mr. Cooper’s evidence, a mandatory provision with respect to depre-
ciation of equipment, but none with respect to depreciation rate paid. Mr.
Cooper’s further: evidence is that although it is mandatory to provide depre-
ciation on equipment there is no mandatory rate to the effect, and the man-
datory provision is very largely vitiated by the freedom of the companies to
charge as low a rate as they like.

-
\

By Hon. Mr. Dunning :

iy Q. Have you any ideas of the rates charged by the U.S. elass “A” companies,
which would give-us an idea of what is donein regard to equipment?
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Mr. Harris: The rate on the C.N.R. is zero,
Hon. Mr. DunNinGg: Yes.

; The Wirness: Some of the roads adopt a rate of 13 per cent and some 1%
per cent. They run all the way up to 6 per cent, which seems to be the highest
rate. 14 per cent seems to be the lowest rate, so far as the list of roads which

I have here is concerned. (

By Hon. Mr. Dunning:

Q. Tell me, Mr. Cooper, what in your accounting practice \takes the place
of that depreciation item?—A. On the Canadian National we have adopted the
practice of writing out from the property account By a charge to opérating
expenses the ledger costs of all equipment retired from service. As equipment
passes out of service, we retire the equipment from the property account by a
charge to operating expenses, and we think that over a period of -time we get
precisely the same results as if we were to adopt a depreciation account.

Q. In order to make that comparison, tell me now what do the American
class “A” roads do with regard to retirement, that is, those which have a
depreciation account? How do they deal with retirements?—A. They also write
the equipment out of the property account and into operating expenses, but they
charge it to reserve. The accrual depreciation more evenly expresses the
retirement of equipment over a period of time.

Q. They charge the retirement against a depreciation account previously
accumulated 7—A. Accumulated by a charge to operating expenses so that over
a period of years we must arrived at the same result. There is one further
observation which I might make and that is that the Canadian authority, which
is the Board of Railway Commissioners, did not adopt the Interstate Commerce
Commission’s regulations in their entirety. For a period they objected to"
acerual of depreciation. In fact, we had a case—the St. Clair Tunnel Company—
which was one half in the States and one half in Canada and to comply with

. the regulations in the States we did accrue depreciation on equipment, and the
Dominion Bureau of Statistics insisted that we cancel those depreciation charges,
and there is to-day no regulation, so far as the Canadian regulations go, which
compel us to adopt depreciation on equipment. ] ,

By Mr. Jelliff :

Q. Would not the result of that make our net earnings show fless, which
would be an advantage before the public?—A. You mean by the non-accrual of
depreciation? '

Q. Yes. If you take the item there of operating expenses, it makes your net -
earnings less which makes really a more sound showing, it seems to me, for the
Canadian people——A. By taking care of equipment retirements as and when
those retirements take place, you arve dealing with actual facts. If you are
dealing with accruals of depreciation you are making  estimates and guesses
based on expectation of life, and quite a number of factors enter into that. Our
conclusion was that our method was sound, and that over a period of years would
produce the correct results, so far as operating éxpenses are concerned.

By Mr. McLean (Melfort):

Q. Some of your road is in the United States and some in Canada. Do you
follow the two practices—that of the Interstate Commerce Commission in
the ghited States?—A. On the Canadian National lines in the United States
we are compelled to adopt the same regulations.

62665—2%
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Q. Do the other Canadian railroads, in connection with their Canadian
equipment, follow the same practice as you do?—A. I cannot say what they do,

but I do say that they do accrue depreciation—speaking of the Canadian Pacific
in particular. !

By Mr. Harris:

Q. What is the $60,000,000 which the C.P.R. show in their annual report
as “Depreciation”?—A. In the Canadian Pacific Report they have an item of
“Equipment and Replacement Reserve” amounting to $1,157,000. The Canadian
National balance sheet shows acerued depreciation against equipment of $6,500,-
000. In the case of the Canadian National that is only in respect to lines in
the United States, so that we have six times as much equipment depreciation
accrued on our American lines as the Canadian Pacific has on its entire system,
and I think I am safe in saying that the Canadian Pacific do not acerue deprecia-
tion on equipment.

Q. I understood you to make the statement in your previous examination

that they wrote it off each year—A. I did not testify at all as to what the
Canadian Pacific did.

Hon. Mr. Stevens:

Q. I have just come in, and perhaps I should apologize for asking a question,
but this touches a point we discussed previously, namely, the methods you follow
in writing off the full amount when a piece of equipment is discarded, and the
other method of writing off a percentage each year. I know nothing about the
Canadian Pacific, but I am presuming we are discussing the, National methed

which is followed in writing off the full amount when the’equipment is dis-

carded.—A. Yes.
Q. But does not write off anything in the interim. I raised that question
—=Sir Henry Thornton was not here—when we discussed that principle. In
fact, I rather agree with the principle which you follow as being a sound one,
given a proper starting point, if I may use that expression. So as to familiarize
you, Sir Henry (Thornton), with that point I will say that the question I
-raised was that in the history of the operations under your control the pro-
cedure upon which apparently no definite information can be given, namely,
that it was not known when you took it over whether a reasonable depreciation
had been provided for or not, and you did ‘not even know what method was
followed, whether written off annually or by the process now adopted; conse-
quently when you, took over there was a given amount of equipment and we
have no method of finding out whether it was written in the books at a fair
valuation or whether it had an enhanced valuation, or whether it was the
extreme reverse, more written off than was warranted—
Sir Henry TrornTON: What happened was this—

Hon. Mr. Stevens: Just let me complete this one point. —therefore, we
are unable to say whether the process now followed is a just one. I am inclined
to agree that it is fair enough to write off the full amount when the piece is
discarded, if when you start you know just where you are at, and have a fair
valuation of the equipment in hand.

Sir Hexry THOorRNTON: Whatever may or may not have been done prior
to Janugry 1, 1923, what happens now is that when any particular part of our
equipment disappears from service, it is all written off, so we are. taking up
whatever may have been the misdeeds of the past in our policy with respect
to the present and the future. : .

Before you came in Mr. Cooper pointed out that there were two gchools
of thought in connection with that and we decided, after a great many yéars of
discussion and argument, that the practice we.are following now, spread over

y
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a period of years, is more accurate and reaches substantially the same result
as setting up an annual charge to depreciation; that is, if you take it through
a period of years, we are charging at a basis of exact figures rather than a-
setting up of a percentage of depreciation which is based on the expectancy of
life of equipment. Therefore, over a period of years we get precise results.
The policy we are following is not only, we think, a sound policy but it
is about the only policy which we can follow, having regard to the fact
that we do not know what happened prior to 1923.

Hon. Mr. Stevens: That frankly brings us to one point about which
I feel very much perturbed; that is in this clause which I understand is
now before the Committee, it says:

Your Committee is)satisfied from the evidence given that the accounts
as presented are in accordance with recognized practice in railroad
accounting and reflect accurately the revenues received and the expendi-
tures made during the year, as well as the additions to the capital account.

Now, I am not inclined to call that into question in so far as the method is
concerned, but in those accounts vou have one ibem which I mentioned the
other day, one billion, nine hundred million and some odd dollars, “Road and
Equipment”, which includes the very point we are now discussing, namely,
the value of all your equipment and we have no way through your accounts of
understanding whether that $1,900,000,000 is reflected in anything like the
accurate or reasonable value of the actual assets. We cannot determine that. -
Therefore, how can we say that the accounts accurately reflect the situation?

Sir Henry TaHorNTON: T think before you came in there was some modifi-
cation made in that paragraph which perhaps may clear up the question in
the minds of the Committee. This Committee is dealing with this year, and
it was proposed to so change the paragraph as to indicate that the Committee
were satisfied with respect to what happened this year. Perhaps if the Chair-
man would read it as proposed, it might meet your point.

The CuamrMAN: That clause reads now: “Your Committee is also satisfied
from the evidence given that the accounts for the year 1927 as presented are
in accordance with recognized practice in railroad accounting, and reflect
accurately the revenues received and the expenditures made during the year as
well as the additions to the capital account during that period.”

Hon. Mr. Stevens: Yes. The only thing is—I think it will be recognized
by my language, that I am not reflecting on the present management, that is,
on the management say of the last eight or ten years—we have no starting
poing in these accounts other than, of course, to go right back to the beginning
of tée different systems.

ir Henry THOrNTON: We were obliged to accept the accounts as of
January 1, 1923. When I say, “we” in that sentence, I mean you and I and
all of us. -Now, whether they are right or whether they are wrong, whether
they are right or wrong, we cannot correctly determine, and we accept fihat as
il is, and then we proceed to see that year by year, so far as the operations of
each year are concerned, that they are accurate, and in accordance with
recognized accounting practice. Now, whatever mistakes may have been made
prior to 1923 in regard to equipment, we catch phat up year by year in charging
off the value of each piece of equipment, as it disappears from service. We may
be accepting an excessive burden, I do not know.

Hon. Mr. Stevens: Except in this regard, Sir Henry; we will say there
were fifty years of operation preceding your advent to office. If during that
\fifty years there was a substantial quantity of equipment bought, used, and dis-
carded, and not written off, it would still be carried in the account known as
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“Road and Equipment.” Its value would remain in there as an asset when it
has disappeared long ago.

Hon. Mr. DuxNing: What can we do to remedy that?

Sir Hexry THOrNTON: I do not know what we ¢an do with that.

Hon. Mr. Stevens: I think this is the erux of the whole matter, the correcf
representation of the picture.

Hon. Mr. Dun~Ning: It comes back to the value of what the Canadian
people pay for what they got.

Hon. Mr. Stevexs: Just the,reverse. It comes back to what the people
got for what they paid. : : }

Hon. Mr. Du~x~ing: That means the same thing.

Hon. Mr. Stevens: No, I think not. We are the buyers.

Sir Hexry THorNTON: I may say, Mr. Stevens, that since 1914, the Inter-
state Commerce Commission in the United States has been trying to solve that
problem. That is twelve years ago, and they have not yet solved it.

Hon. Mr. Srevens: Yes, -1 know that. They have taken some steps
though. They have made some revaluations and appraisals and so on. How-
ever, I do not want to get myself into the position of seeming to reflect on the
management. What I am reflecting on is the accuracy of the picture to the
people of Canada, which includes of course, necexaarllv, modern accounts as
well as old accounts.

Hon. Mr. Dunning: There was only one way originally, whereby that
could have been done, and that was by taking over these properties [through'
recelveralnp instead of assuming the entire liability.

Hon. Mr. Stevexs: 1 agree with that, but that is an old story.

Hon. Mr. Dun~ing: I had some strong opinions on it at the time, but to
start now and try to bring about the same result as would have been secured
through receivership originally, is awfully difficult.

Hon. Mr. Stevexs: I kpow, but if T may put it in this way; we are dealing
here as shareholders of an enterprise. We are more or less a small body of
representative shareholders. We are giving out to the great body of share-
holders of this enterprise, a picture.

Sir HENnrYy TraorNTON: You are a committee of shareholders.

Hon. Mr. Steveyns: And we are giving out a picture of this enterprise. If
we give our stamp of approval on this statement, we are saying to them, “thls
statement which is pubhekﬁed in the press, reflects accurately the whole plcture
I will agree that by your amendments you are limiting it, but it will not have
that effect on the public. The effect on the publie will be that that is an
accurate presentation. In that presentation is included the sum total of old
accounts for fifty yeark prior to the present management, and that 1 submit
with all deference—I think Sir Henry will agree with me at once in all prob-
ability,—is far in excess of its actual value.

Mr. McLeax (Melfort): I think, Mr. Chairman, that the pu*blilc will take
it that we are presenting a picture of the road in 1927, the condition of the
accounts and property as compared with 1923, when we established these valua-
tions, and as in 1926, when the accounts were in a certain condition. This is
only a comparative picture as of these years. '

Hon. Mr. Stevens: We have never established any Valuatlon Mr. McLean;
that is the unfortunate part of it.

Hon. Mr. Dunxing: Not a valuation, whieh could only have been estab-
lished through a receivership in the first place. There is one accurate way of
determining the value of a property which is bankrupt, as these companies were;
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and that is, by going through a receivership, and ascertaining the value by
competition in the purchase price from the receiver. Had that been done,
originally, we would of course have had the value as of that date, the value
determined by what the people who were buying it thought it was worth; which
is, after all, the real index of value under those circumstances. The Chicago-
Milwaukee, I think, is an excellent parallel to that situation, and it has been
just recently cleared up, and there was, as Mr. Stevens says, a very drastic
writing down of values, but the writing down of values was accomplished, not
by any arbitrary appraisal of different classes of equipment, but onsthe basis of
what some one was willing to pay for it, which is, after all, the great index in
connection with a situation of that sort. I appreciate that all this discussion,
Mr. Chairman, is leading—and properly leading—to the questicn of the present
capitalization of the C.N.R.; and after all, it gets down to this, the Canadian
people have spent this money; whether it remains charged to Canadian National
account as it is to-day, or charged to the Minister of Finance, Dominion Account,
is not of much 1mp0rtan(e to the Canadian people; they are out the money
anyway. What is of importance is a correct picture of this utility, and on that
point, I think I can assure the Committee that both the Government and man-
agement are working on the question of capitalization, and have been now for a
very long time. I assure you, Mr. Stevens, it is a most complex thing, and
frankly, we have almost abandoned the idea of getting at it on any basis of
valuation. I think I-ean say that, Sir Henry, that any basis of valuation, would
appear to be the wildest guess with respect to a very large part of this property.
We are looking at it now, rather from the point of view of relations between.
the Dominion and the company financially

Hon. Mr. Stevens: Why, Mr. Minister, should it be a questlon of the
wildest guess. Frankly, I do not agree with you there.

Hon. Mr. DunxNixg: Have you looked at the comparative valuations of
- existing class A roads, even including the Canadian Pacific? The comparison is
so wide that T would think it justifies what I have said.

Hon. Mr. Stevens: But you are talking about book valuations, which is not
necessarily a correct estimate. _

Hon. Mr. Dux~NinGg: No, the aceepted valuations of the Interstate Com-
merce Commission of the particular roads. That is the difficulty.

Hon. Mr. Stevens: You mean, under their re-valuation scheme of ten or
fifteen years ago?

Hon. Mr. DUNNING: Yes. ]

Hon. Mr. Stevexs: What do they place it on? A replacement value basis,
I think?

Hon. Mr. Dun~ing: No.

Sir Henry TrornTON: Cost, and reproduction. There are three ways in
, which you can value a property: First, on the basis of what it cost; what it
would cost to reproduce it, or on the basis of what it earns.” And from those
three points, you can argue for years, and still reach no conelusion which will
satisfy every one.

Mr. McLeaN (Melfort) : Could you value it on the basis of what you think
some one would pay for it?

Sir Hexry THorxTON: That would be a pure speculation.

Mr. CanTrLey: Mr. Chairman, are we not only dealing with the account of
" the revenues received, and the amounts expended during the past year?

The CHAIRMAN: Yes, that is right.

Mr., CantrLeEy: Then it appears to me that all this discussion is not in
point.
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Mr. Harris: That is what we started on when I raised the point. If we
get back there, we might get somewhere.

Mr. CanTiEY: Am I right in the suggestion that the accounting is in
accordance with the rule laid down by the Railway Commission?

Sir HeEnry THORNTON: Yes, that is right.

Mr. CantLEY: Then why do we not say so instead of saying it is a recog-
nized practice in railway accounting? \

Sir Hexry THORNTON: You may put it that way if you like. I did not
draw the regort.

Hon. Mr. Dun~inG: Isit correct to say the Railway Commission laid down

rules on accounting, Mr. Cooper?
Mr. Coorer: Yes.

Hon. Mr. DunNing: Then, your accounting is in accordance with the rules
of the Railway Commission.

Mr. CanTLey: Why not pass it on to that Commission, then?

Mr. McLean,  (Melfort): I would judge this: if you want it absolutely
accurate in this statement, we would have to say that the accounting is in accord-
ance or the accounts as presented are in accordance with the recognized practice
in the respective countries in which the prdperties are situated. We have -one
system, under the Interstate Commerce Commission, of dealing with equipment,
and another in Canada; both probably equally fair and useful, but slightly
different. -

Hon. Mr. Dux~ing: That brings you back exactly to the language that is in
the report as covering the situation.

Mr. McLean: Quite so. It might be changed as T have suggested.

Sir Henry THorNTON: {You might say the “preseribed” instead of the
“recognized” practice. Prescribed, means of course, prescribed by law.

Mr. CantLEy: Why not fall back on the highest authority we have, the
Railway Commission.

Hon. Mr. Dun~Ning: Because they do not govern us with respect to the
United States. There, the Interstate Commerce Commission governs us.

Hon. Mr. Stevens: It does not cover your full accounting system.

Hon. Mr. Dunning: We could use the word “prescribed” instead .of
“recognized.” Then, there would be no question about it fulfilling the require-
ments of both countries.

" Mr. CANTLEY: That is better.

Mr. Harris: We certainly ought to say what railway accounting we refer
to. We should not use the bald statement “recognizgd railway accounting” when
this Committee knows it is not in accordance with the Interstate Commerce
Commission, whose railways are a great deal more in magnitude than those
under the Railway Commission.

Sir Henry THORNTON: If you say “prescribed” that necessarily must mean
the practice prescribed in each country. It cannot be anything else.

Hon. Mr. Stevens: The only thing is that in Canada the portion of the
practice that is prescribed is limited in comparison with the whole.

_ Sir Henry THorRNTON: “Preseribed” still covers it. When it is preseribed,
it is prescribed insofar as Canada is concerned, by our own laws and regulations.
It is similarily prescribed in the United States.

Mr. McLean: If you want to go further, you might say “as preseribed by
the governing authorities,” if more detail is wanted, which T think is not.

Sir Henry THORNTON: As prescribed by law or regulation.

|
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Mr. StewarTs (Leeds): I would like to ask Sir Henry if the method of
writing off equipment has been followed since the road was taken over?

Sir HENry THORNTON: Yes.

/

Hon. Mr. DunxNinG: That is not the date at which the roads were taken
over. That is from the date of the Consolidation when Sir Henry took charge.
What happened prior to that time, Mr. Cooper?

Mr. Coorer: Each company had its own method; the Grand Trunk one
method, the Canadian Government Railways another. I say, method, but gen-
erally speaking, they did not have any method at all; they did not have a
uniform method.

Hon. Mr. Dun~NinGg: The Canadian Northern had a different one still.

Mr. Cooper: I presume so. The Canadian Government Raflways did not
write anything off. The Grand Trunk had a practice of replacing a unit by
another one. If they bought one thousand box-cars, to the extent that they had
to make good a certain number of units, that was an operating charge. Any
additional amount was a capital charge; that was their practice.

Hon. Mr. Dun~ing: That would produce the condition Mr. Stevens speaks
of. Did you get that Mr. Stevens? He speaks of the old Grand Trunk practice.

Hon. Mr. Stevexs: You have the three systems, the Grand Trunk and so
one. None of them was the same, and nobody knows apparently whether there
was a fair depreciation or whether they wrote off anything at all.

Hon. Mr. Dun~NiNGg: Mr. Cooper has described the system on the Grand
Trunk. Will you repeat that, Mr. Cooper, with respect to your illustration of a
thousand box cars?

Mr. Coorer: They went by units. Their capital account was supposed to
represent so many locomotives and cars, and so on. Now, taking the actual
count necessary to replace the units in service, it would be treated in this way:
The replacement of those units was an operating charge; any additional purchase
was a capital charge. That had the effect of charging to operating expenses
the cost of substituting a modern unit for an equipment unit which was
purchased away back in early times.

Hon. Mr. Stevens: Which is a fair thing? If you discard one engine, and
replace it with another one hy the exigencies of the present demands, it should
be charged to operations. . | 4

Sir Hexry THorNTON: Well, no. Strictly speaking, Mr. Stevens, if you
replace a locomotive of a certain tractive power with a locomotive with twice
that tractive power you ought to charge to capital the half of the expense,
from an accounting point of view. You have the same thing in the renewal
of rail. If you renew a fifty pound with a huadred pound rail, you charge to
expense the cost of renewal in kind, and the additional cost to capital.

Hon. Mr. Dux~iNG: Have you any knowledge, Mr. Cooper, of how long
prior to the amalgamation the Grand Trunk followed that practice?

Mr. Coorer: I should say for twenty years. B

Hon. Mr. Dun~NiNG: That helps us in getting an approximate idea of the
bearing of it; nothing final, of course. ‘It does not look as if the equipment
was inflated very much when you got it, if they had been following that
practice for twenty years on the Grand Trunk. . ’

Mr. Coorer: The Grand Trunk itself was a consolidation of any number
of companies, and to go back beyond twenty years would be almost impossible.

"Hon. Mr. Dun~ing: If you take twenty years in the life of equipment,
there would not be much left prior to the twenty years, would there?

Mr. Coorn@: Yes. \
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Sir Henry TrHorNTON: Oh, yes, I should think so.

The Acring CHalRMAN (Mr. Power): Is the Committee satisfied? Then,
it is desired to alter the clause by ingerting the word “ prescribed” instead
of “recognized ” on the second line.

Mr. Harmis: I think it might be well to go a little further than saying
“ prescribed in the respective countries.” That would indicate that it was in
accordance with the prescribed practice.

Hon. Mr. Dun~iNGg: I am quite satisfied with either “recognized” or
“ prescribed 7. I think it covers the point either way.

The Acring CuamrMmAN: Is the Committee satisfied that the accounts as
presented are in accordance with the prescribed practice in railroad accounting?
We will take it then that the word “ prescribed ” is inserted instead of “ recog-
nized 7. :

Hon. Mr. Stevens: There is only one other point in approving of that
clause, which, after all, T would look upon as perhaps one of the most important
clauses in this whole report. It is this: You have segregated the Central

Vermont Railway and the evidence is, I think, elear on this, that we have
.. invested in the Central Vermont Railway a very much larger sum than its

value; and furthermore, we are spending what is it—$5,000,000, acting as
receivers?

Sir HeENrY THORNTON: The receivers are spending that, not the Canadian
National. We have not guaranteed that.

Hon. Mr. Stevexs: You are acting as receivers, are you not?

Sir Henry THORNTON: No. The receivers are appointed by the court, and
theyv are the officers of the court. ,

Hon. Mr. Stevens: It is a first charge before all your charges, so you will
have to assume it, whether you like it or not, or lose your thirty millions. I
mean, that you have to assume that, Sir Henry?

Sir Hexry THorRNTON: When it comes to the reorganization, that question
will have to be considered.

Hon. Mr. Stevexs: It is a figst charge. Tt will take precedence over all
other charges.

Sir Henry THorNTON: Oh, yes, the receivers’ certificates, of course, are
prior charges.

Hon. Mr. Stevens: So you will have to-remove that before you can receive
your own. Whether you take possession of the road, or otherwise, you would
have to assume that cost. What I was coming at was this: No matter what
method you use, the point is that that five million dollars is a replacement of
what was the result of a disaster due to flood and normally should go into
“ Operation ”,

Sir HeNrRY THORNTON: Yes.

Hon. Mr. Srevens: Certainly it should go into operation, but, by taking
the Central Vermont out of the picture entirely, by the process of putting it into
liquidation, you are removing from the operation and expense accounts the
replacement of that road?

Sir Henry THORNTON: May I ask that no report be made now with respect
to the discussion of the Central Vermont? That is, no stenographis report.

The Acting CHAIRMAN: s the Committee agreeable to that?

Carried.

Discussion followed.
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The AcriNng CHAIRMAN (Mr. Power) (To the shorthand reporter): (You
may continue now.)

Hon. Mr. STevens: Assuming that the Eastern lines lost money before the
Maritime rates came into force, a year before; then, the Maritime Freight Rates
came into force making a code or tariff of rates of so much. That code is
assumed by the country, but you do not show in that, do you, the losses you have
previously made or the losses made independently of that code? Is it included
in the main statement? '

Sir HeNrRY THORNTON: Yes.

Hon. Mr. Dun~inG: In this statement?

Hon. Mr. SteveNs: No, in the main statement.

Hon. Mr. Dun~NiNGg: No, it-is not there.

Hon. Mr. Stevens: It should be there.

Hon. Mr. DUNI_\TING! It i1s a payment from the former Government under
the terms, to the railway. That portion is a payment from the Government to
the railway. .

Hon. Mr. Stevexs: I have not made myself clear. That portion which is
not included in the 20 per cent reduction? -

Hon. Mr. DunNiNG: Is a payment from the Crown to the railway. That
was the principle adopted. <

Hon. Mr. Stevens: It should be shown in this statement.

Sir Henry THoRNTON: What Mr. Stevens means is that prior to the exist-
ence of the so-called Eastern lines, the lines in that territory were operated at a
. loss. Now, under present conditions, he says that loss, plus the loss due to a
reduction in freight rates, is all put in one sum, and is separated from the
accounts of the National Railway as a whole.

Hon. Mr. Stavens: Exactly.

Major BeLu (Deputy Minister): That rappears in the Departmental esti-
mates, divided; showing the totals of the separate amounts. :

Sir Hexry THorRNTON: Without discussing whether that is correct or not,
right or wrong, in preparing our reports we are simply following the legislation
which has been passed, and therefore, any argument with respect to that, is an
argument as between this Committee and Parliament, and not between the Com-
mittee and the Railway. We are simply carrying out the law as it has been
passed. ~ '

Hon. Mr. Stevexs: As I understand the law, and I am speaking from
memory, it said that you must set up a separate account. That was for the
purpose of ascertaining what the amount to be paid under the Maritime Freight
Rates Statute should be. 1 appreciate that, but that does not mean that it
should not be placed ‘in the composite statement. My opinion is that there
should be shown in the main statement the total loss, and the contribution should
be shown as an item of special revenue. Then the net amount would be reflected
in the main statement.

Sir Hexry TrorNTON: The policy we are following now and the reason it
is being followed is in order to avoid very complicated and difficult accounting.

Hon. Mr. Stevens: Frankly, Sir Henry, with all due deference, I cannot
see the difficulty; not in the preparation of your statement. I can quite see the
necessity of keeping your hooks of account separate, but in reflecting in your
statement you take into consideration the full result of all your books.

Sir Hexry THORNTON: We would have to estimate each year what the loss
would have been had a reduction in freight rates not been made. '
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Hon. Mr. Dux~Ning: I think I see Mr. Stevens’ point now, and I do not
know why it should not be done if it would make it any better. Tt would mean
that you would show as revenue, in your general statement, the amount received
from the Government, under the provision of the Maritime Freight-Rates’ Act,
but the net result would be exactly the same as it is now.

Hon. Mr. SteveENns: No.

Hon. Mr. DunxNiNGg: There would be no difference, because we come out
of the Eastern lines absolutely clear.

Hon. Mr. SteveNs: But, Mr. Minister,—it may be my failure to make the
thing elear,—but here is the point. You have two classes of losses, we will say,
in the Maritime provinces.

Hon. Mr. Dun~iNe: If you are coming back to the justification under the
law, yes. ;

Hon Mr. SteveNs: One is the normal loss, and the other is a statutory
loss. Parliament has voted money for the statutory loss. That would be one
off-setting the other. Parliament has provided for the off-setting of the statu-
tory loss; one would cancel the other on your revenue and expenditure; but your
normal loss is not ineluded as it would in previous years have been mcluded in
your main statement.

Hon. Mr. Dun~ing: That is quite right.
Hon. Mr. Stevens: And it should be included in there.

Sir Hexry TaHorNTON: It might clear things if I read the law. “For
accounting purposes, but without affecting the management and operation of
any of the Fastern lines, the revenue and expenses of the Eastern lines including
the reductions herein authorized, which shall be borne by the Eastern lines shall
be kept separately from all other accounts respecting the construction, operation
and management of the Canadian National Railways. In the event of amy
deficit occurring in any railway fiscal year in respect of the Eastern lines, the
amount of such deficit shall be included in a separate item in the estinfates sub-
mitted to Parliament, for or on behalf of the Canadian National Rallways, at
the first session of P‘\rhament following the close of each fiscal year.”

Hon Mr. Stevens: I do not object to that at all. By all means, keep your
accounts separate in accordance with that Statute; but after all, this set of
accounts which you have in this red book (mdlcatmg) is supposed to reflect to
the country the effect of the Canadian National Railway operatlons whether in
the United States or Canada, or wherever it is. My point then is that in this
account should be included, separate of course, and kept in a specified item, not
only theistatutory loss, but the normal loss of the Eastern lines.

Hon. Mr. DunxiNa: - But you did not listen to that Statute, Mr. Stevens?
Hon. Mr. Stevens: T did listen to it.

Hon. Mr. Dux~inGg: No, that Statute authorizes the deficit on the Eastern
lines to be treated in that way.

Hon. Mr. SteveNns: I know, in the estimates, in a separate item, and if you
put it in your statement, as a separate item, you are absolutely complying with
the law. You might say, for instance, that the British Columbia Northern, the
Canadian Northern lines should be kept separately. I just mention that as a
shot in the dark, and they should not be included in here. There is no dlfﬁculty,
from an accountlng standpoint, of including that in the statement.

Hon. Mr. DuxNiNGg: The only difference between us is that from my point
of view, the accounting result would be the same. If the law is complied with,
the contribution from the country would be included as revenue, the contribu-
tion being composed of two items in accordance with the law; one the item due
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to the 20 per cent reduction on Eastern lines, and the other, the remaining por-
‘tion of the deficit on the Eastern lines. That is what the law says.

Hon. Mr. SteveNs: No, only that portion would be included as revenue
which was statutory.

Hon. Mr. Dun~ing: It is all statutory.

Mr. CanTiey: Mr. Stevens wants a consolidated account, which he says
this is not. Is not that it?.

Hon. Mr. Dux~ina: If that is what he wants, there is no difficulty in
providing it {

The Acting CHAIRMAN: As I understand it, Mr. Stevens’ interpretation
of the Statute is not quite the same as the Minister's. That is the difficulty
there. ;i

Hon. Mr. Stevens: There is a difficulty in our interpretation.

Sir HeNry TrHorNTON: Shall I read the law again? (Reading).

For accounting purposes, but without affecting the management and
operation of any of the Eastern lines, the revenues and expenses of the
Eastern lines including the reductions herein authorized, which shall be
borne by the Eastern lines, shall be kept separately from all other
accounts respecting the construction, operation and management of the
Canadian National Railways. In the event of any deficit occurring in
any railway fiscal Year, in respect of the Eastern lines, the amount of
such deficit shall be included in a separate item in the estimates submitted
to Parliament for or on behalf of the Canadian National Railways, at the
first session of Parliament following the close of each fiseal year.

It provides for separate accounts, and that is separate.
Hon. Mr. Stevens: That is so, and there is no objection to that.
v Hon. Mr. Dun~inag: That is the general deficit.

-Hon. Mr. Stevens: No, you are mixing two things. You are mixing the
form of keeping your accounts, and the form of making an annual statement to
your shareholders. There is a vast difference between the two. The statement
presented to the shareholders should reflect all the operations and the combined
operations of your company or companies. It does not make a particle of dif-
- ference whether they are kept in one or forty sets of books. :

Hon. Mr. Du~n~NinNG: Agreed so far.

Hon. Mr. Stevexs: Now, my point is this: In presenting to Parliament,
and therefore to the country, two reports, one representing the Eastern lines, and
one representing the system as a whole, you are giving to the country a fair and
true picture of the whole story. : '

Bon. Mr. Dun~ing: You agree that, if the returns were put together, it
would be? ! ~

Hon. Mr. Stevexs: Yes, I say that the result of yellow book, and the result
of the Central Vermont ought to be included in the main statement presented to
the Committee. Those are my contentions in a nutshell. &

Mr. Cantrey: And call it a consolidated annual report?

Hon. Mr. Stevens: Exactly.

§ The Acting Cmamrman: Leaving that aside, what would they do with
respect to the definite instruction in the Statute to keep them separate?

Hon. Mr. Stevens: All that does is to tell them to keep their accounts
separate, not to present it to Parliament separately.

The Acting Cuamrman: I was of your opinion first, because I did not
understand the Statute. But, it covers the normal deficit, as you call it, and the
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deficit due to the reduction in rates. It covers both. Then, it does not.make
any difference. It does not.make the slightest difference then.

Hon. Mr. Stevens: All that provision means is to keep your books and
accounts separate so that you can arrive at a clear picture of the operation of the
railway under this question. Then, the Statute says any deficit that arises,
whether statutory or normal shall be shown in these estimates in a separate item,
instead of being included in some other item as some of these are grouped.

- Hon. Mr. Dunn~inGg: There is necessarily a difference. You would not for
a moment approve of a deficit being included in an item of this character because
this represents borrowed money. The deficit on the Eastern lines is included in
the estimates of the Department of Railways and Canals, and is a payment from
the Department to the railways.

Hon. Mr. Stevens: That is all right. You have an estimate specifying to-
Parliament what it is. But, it does not say it shall not be included in a com-
posite statement of the company.

Hon. Mr. Dunn~ing: No, I have no objection to that. The only difference
between us is as to what the result would be. I say the result would be exactly
the same. The final summation in the red book would not be the same as in
the yellow book. I am speaking of net/income, of course.

Mr. Cooprer: It would undoubtedly change the operating accounts?

Hon. Mr. Stevens: Certainly, it would.

Hon. Mr. DunniNG: In what way?

Mr. Coorer: The deficit of the Eastern lines including the statutory redue-
tion, would be included in the net operating revenue of the National system.

Hon. Mr. Du~n~NiNg: Then the item from the Government would come in
as income to off-set it.

Mr. Coorer: Yes, the part other than the statutory. The statutory you
argue, should be a revenue?

Hon. Mr. Stevens: Exactly

Mr. Coorer: But, the balance of the contribution would be an income
credit, excluded as a credlt from operating.

Hon. Mr. Dun~ine: But included as a credit to income.

Mr. CooPer: Yes.

Hon. Mr. Dun~inGg: That is an accounting mystery to me. ~All I know is
that the net result is that the Government pays for the whole deficit on the
Eastern lines, as a contribution to the Canadian National. That is the principle -
of the law.

The Acting CuamrmaNn: There is no way of getting it back. It is not a
loss, it is a straight contribution.

Hon. Mr. Stevens: I am not talking about getting it back, or paying for
it. That is done by the Government. But, it shows a different picture, that is
my point.

Mr. McLeaN (Melfort): Only in the event of there being a surplus on the
Eastern lines, with the actual earnings, and the contribution of the Government,
and the 20 per cent reduction. Would it make any difference if included in
the red book? If there should be a deficit in addition to the 20 per cent, then
there is nothing to carry it forward to the red book. -

Hon. Mr. Dux~Ning: Do you see any objection, Mr. Cooper, from an
accounting point of view, in another year, to 1nclud1ng the red book the sum-
mation of results on the Eastern lines?

The Acting CHATRMAN: You would include two items: Amount of normal
deficit, so much; amount of deficit under the Statute, so much; and then an-
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other item, amount received from the Dominion Government to recoup, so
much,

Sir HENrRYy THorNTON: Then what would happen is that you would find
certain individuals and certain interests that may be unfriendly, say; “ Look
at the awful performance that the Canadian National has made.” They will
include all the deficits of the Eastern lines, and charge that up to us.

Hon. Mr. Stevens: As long as you gave your revenue account credit for
the statutory amount, that you receive under the Statute, all you would reflect
then in your operating statement would be your normal loss on the Eastern
lines, which should be reflected there in any case.

Sir Hengy THORNTON: But the Statute specifically reads to the contrary.
I am not arguing whether it is wise or not, but the Statute specifically says all
the deficits on the Eastern lines are to be kept separately, and brought in as a
separate estimate. ‘

Hon. Mr. Stevens: That does not mean that it shc;uld be excluded from
the statements of this company. / - .

; Sir Hexry TuHornTON: It is not. Both books come before,the share-
holders.

Hon. Mr. Dux~ine: There is not a question of principle, but just one of
accounting. \

The Acting CramrMan: What do you say about the meaning of this, “ kept
separately from all other accounts respecting construction, operation or manage-
ment of the Canadian National Railways?”

Hon. Mr. Stevens: That refers to the accounting, and’' 1 agree with it to
the letter. ;

Sir Henry THORNTON: You cannot return them the amount.

The Acting CHAmMAN: You are right in that.

Hon. Mr. SteveENs: It is there for accounting purposes.

The Acting CuamRMAN:/ We have wandered for afield-from the Section.

Hon. Mr. Du~nwinG: The important point here, and if we are wrong, I
think the Canadian National officers will take the view of this Committee as to
the manner of presenting the statement for another year; I am personally satis-
fid that under the law, the presentation of the accounts to us could be in either
of the forms suggested, but I do submit that the principle of the law, the Mari-
time Freight Rates’ Aet, was, that this Dominion recognized that the State,
apart’ altogether from its general railway matters, had a definite obligation
towards that part of Canada with respect to transportation; in faet, it has
always been since the Government lines were turned over to the National for
operation—it has always been a very grave question as to whether the National
Railways were not entitled to receive each year by way of a separate vote,
the amount of the deficit on the Government lines which were handed over
to them to operate. After all, they are not a part of the Canadian National
system as yet, although they may be. Now, that was not done until this year.
" Then the year after the Maritime Rates’ Act, we said we had a Dominioni
National obligation towards this part of the country; we do not expect the
Canadian National to be burdened with deficits with respect to it, we will deal
with that part of the system as a national charge, and we will pay it to the
Canadian National so that the Canadian National as a railway organization,
will not be burdened with something, which, because of the nature of construc-
tion, and all that attended it, and the obligations of Confederation, and so on,
is not strictly speaking a railway matter, and should not be handled in the
same manner as the rest of the system. Now, that was thoroughly gone into
in Parliament last year, and we have adopted that principle, that we will have

N
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the Canadian National operating this as part of the system, but to the extent
that it loses money in doing so the State will contribute to the revenue of the
Canadian National to offset that loss. A

Hon. Mr. Stevens: That is for the statutory reason.

Hon. Mr. Dunx~ing: No, for the whole thing. There was no question of
that in the House last year

Sir EveeNe Fiser: I think I will go further, Mr. Chairman. Even if we
accept Mr. Stevens’ suggestion, you will still be compelled to prepare a special
report as far as the Eastern lines are concerned, in order to comply with the
provisions of the law.

Mr. Cantrey; Mr. Chairman, the exposition of the Act of last year as
outlined by the Minister, I think, is quite correct, but I may say this: I did
not recognize that at the time the Act was passed. I thought i1t only dealt with
the deficit thap would arise through the five per cent.

The Acting CaArMAN: I thought so too.

Hon. Mr. Dun~ixng: If you will refer to Hansard, you will see that I
specially stressed that as a prineiple.

Mr. Cantiey: That may be. Now, allow me to go back to page 2 and
the second paragraph. :

Mr. Stewart (Leeds): My idea as to Mr. Stevens’ proposition is that
__when you come to present to Parliament a report you should include the whole
operation; a summary, as it were; an annex, an appendix, something that sets
out the whole situation with regard to the Eastern lines, so that we know the
net result of the operation. |

Sir Hexry THornTON: I should object seriously to that, because it creates
an unfair operating result as far as the Canadian National is concerned.
Certain reductions in freight rates were made with respect to the Maritimes
and a certain Statute was passed which preseribed how the account shall be
kept. If we are obliged to include in our operating account the losses which
are placed upon us through the operation of the Eastern lines, it makes a still
worse picture; it does not accurately reflect the situation and will certainly
very seriously affect the feelings that a great many of us have with respect
to what we are trying to accomplish. I think it is unjust and unfair to the
National Railway system. !

Hon. Mr. Stevens: Sir Henry, up until July last, you included in your
statement, the full picture of the Eastern lines?

Sir Henry THOrNTON: Yes.

Hon. Mr. Stevexs: From July last—

Hon. Mr. Dun~ing: Always under protest.

Hon. Mr. Stevexs: Mr, Minister, will you please permit me to complete
my statement?

Hon. Mr. Dun~ing: But always under protest. I should say that in
fairness. {

Hon. Mr. Stevens: Frankly, I cannot understand—I have made my
statemernit and I cannot understand the contention at all. I do not agree with
this clause under these circumstances. I have tried to make myself clear, and
this is the first time T have had occasion to sharply differ from Sir Henry, but
I do. I shall say no more. I have tried to make myself clear, and it is impos-
sible. \

Sir Henry THORNTON: Please do not understand that I in any way resent
any difference of opinion. We may have our differences of opinion, and they
may be honest differences, but I want to assure Mr. Stevens that I have heard
all that he has to say with the utmost courtesy, and everything of that sort.

O LT
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Hon. Mr. Stevexs: I was referring to the Minister’s interjection.

Hon. Mr. Dux~NiNG: I am sorry if in any way I have offended Mr. Stevens.

Hon. Mr. Stevens: You are not offending, but Good Heavens why cannot
you let a person put a question to the President of the Railway without cutting
across it s¢’ that it is an unintelligible question when it gets on the record.

Mr. McLeax (Melfort): I do not think that is a fair statement at all.

Hon. Mr. Dun~ing: Then I apologize to Mr. Stevens abjectly, and I ask
him to be kindly guided by his own advice. Now, I apologize abjectly, and will
not say another word.

The Acting CHAIRMAN: Mr. Stevens was about to discuss this matter with
Sir Henry Thornton, and I will be very much obliged if he will continue, and
I will see that he is not interrupted.

Hon. Mr. Stevens: The question I was trying to ask Sir Henry Thornton
was this: Previous to July, 1927, the Eastern Lines’ accounts, operating and
such like, were reflected in a composite statement presented to Parliament. In
July, 1927, the Maritime Freight Rates’ Act came into operation. From that
date, separate accounts were kept?

Sir Henry THornTON: Right.

Hon. Mr. Stevens: In the period previous to 1927, such deficits as occurred
appeared in a composite view of the main statement. Now then, I ask this:
From July, 1927, to the end of the year, the Maritime Freight Rates’ Act, the
statutory rates applied, causing a certain reduction in rates, provided for by an
equal amount to meet the loss in the way of a contribution from the Crown.
Had you included in a composite statement the statutory loss, with. a corres-
ponding item of statutory revenue, or a revenue equal to the statutory loss, and
the normal loss, your present statement would have shown an added loss to what
it does at the present time. That is true, is it not?

Sir Hexry TuorNTON: Undoubtedly.

Hon. Mr. Stevens: Therefore, my contention is that, the present composite
" statement does not reflect the correct view of the operation of the Canadian
National Railways in the same manner as it did before July, 1927, and prior
to the operation of the Maritime Freight Rates’ Statute?

Sir Hexry TaorNTON: That is true, with respect to that point, but may 1
just say this on the other side. In putting in our accounts as they have been
presented this year, we are following the instructions of Parliament. I do not
question whether that is right or wrong, but I do say that in the presentation
of our accounts we are proceeding\ss instructed by law.

Hon. Mr. SteveNs: I am making a statement now, Mr. Chairman, rather
than putting a question. It is this: that the injunctions imposed upon you in
the Statute apply to the accounting, and do not apply to the presentation of the
annual statement.

Sir Henry THORNTON: I do not know that I could discriminate between the
two, Mr. Stevens. We must present the report in accordance with the instruc-
tions we receive. We cannot present one kind of report and then another kind of
accounts. ‘This law has been read two or three times. I do not think I need
read it again.

Mr. CantLEY: It is a question of interpretation of the law. -

Hon. Mr. Stevens: I think we can get closer if T say that I agree with
you wholly that it imposes upon you a duty to keep the accounts separate, for
the purpose of ascertaining what the statutory loss is,

Sir Henry THorNTON: Then maybe I can make a shorteut that will get us
all straight. Would you feel satisfied if these two sets of figures in the red
and yellow books were included in the same binding?
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Hon. Mr. Stevens: No, it would not make a bit of difference. That would
be only one plaything instead jof twe. If the figures appearing in the yellow
binding, of the Eastern lines, are included in whatever form the accountants
may desire in the total figures of the main statement before the final balance is
struck, tHat is what I ask, and what I contend should be done.

Sir Hexry TuaornTON: Well, I expect we could argue that indefinitely,
without coming to any conclusion. The whole thing turns upon whether you
say this Statute instructs with respect to the preparation of the accounts and
does or does not instruct with respect to the presentation of the report. That
is the only difference, as I see ity between us, is it not?

Hon. Mr. Stevens: No, I am sorry I cannot agree with you, Sir Henry.
I think that only refers to the keeping of accounts separate as far as account
 books are concerned, for what purpose? To ascertain how much the Govern-
ment of Canada is to pay in relation to the losses set up by the enactment of
that Statute. That is, of the accounting injunction.

Sir Hexry THORNTON: Then, who do you think should determine how the
report should be presented? ‘

Hon. Mr. Stevens: I think the President, and Board of Directors of the
Railway will determine that. Tt is then a question of whether we will accept it.

Sir Hexry TrHOrRNTON: Then that cuts it down to a definite point. The
directors and myself concluded that that was the best way to do it. If this
Committee differs, that is for the Committee to say.

Hon. Mr. Stevens: Then we come to this: I, from my standpoint, could
not agree to the clause now under consideration en page 3. That is the point
in my discussion, !

Sir Eveene Fiser: Mr. Stevens, is not your object to ascertain if the rail-
way is complying with the clause contained in the Statute?

Hon. Mr. Stevens: No, I am concerned in whether the composite account
reflects the Railway returns of this whole system.

Sir Eveene Fisgr: Therefore, you do not take into consideration that in
the estimates submitted by the Minister to this Committee, he takes into
account not only the deficit on account of freight rates as far as the Canadian
National is concerned, bul also the other railways? :

Hon. Mr. Stevens: No.

Sir Hexry THorNTON: Mr. Stevens realy I think is quite right in saying
this, that we are relieving ourselves of a certain deficit with respect to the
Eastern lines which, prior to the passage of the Maritime Freight Rates Act,
we bore. That is correct?

Hon. Mr. Stevens: Quite.

Sir Hexry THOorRNTON: But I know of no reason why we should not accept
our good luck along with our bad luck: We always have to stand the bad luck,

and I do not see any reason, if Parliament passes an Act which relieves us of

that deficit, why we should not accept that relief.

Hon. Mr. Stevens: Sir Henry, what is to hinder the management of the
road npw, or in the future, from treating some other operation in the same way
that you have treated the operations of the Eastern lines and the Central Ver-
mont? After all, what is the object of this Committee, and what is the object
of Parliament scrutinizing these accounts? One object only, or two objects,
shall we say; one is to get an idea of how we are going along with our huge
investment. Secondly, to bring pressure to bear upon the President, the directors
and the management to get out of them the best that is in them.

Sir HeEnry THORNTON: True.
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Hon. Mr. Stevens: That T think, might be stated as to another: If we are
to have by one method or the other, bad luck or bad territory deleted, and have
presented to usha view which after all goes out as the whole view, whether it is
accurately so or not, to the people, deleting from it these other two elements,
then the people are not going to get a correct idea of how their big investment
is working out. Now, I wish to say at once, I am not saying this with the
idea of reflecting on the management. After all, the management surely are
going to be in a better position if they can keep the people posted on exactly the

correct result of their operation.

Sir HeNry T'HORNTON: One of the reasons why this was presented separ-
ately—and I certainly thought, speaking personally, that it would present a
more forceful picture if presented separately than if they were presented
together—is that the public would see exactly from this yellow report (indi-
cating) what the Maritime Freight Rates’ Act is costing, and what the opera-
tion of the Eastern lines represents, and it would be a more eloquent expression
of the situation, than if it were generally buried in the composite.

Hon. Mr. Stevens: I would not say generally buried in it by any means.
I would put it in the main account, in a distinet form. My friend Mr. Cooper
could put it in, I know. He knows exactly how it should be put in; kept
separate in its details, but put in the main result, indicating where that loss is,
and what that loss is, and including it in the main statement. I also have the
same observation to make regarding the Central Vermont, because, although the
Central Vermont is now in the hands of a receiver, I still believe that we, ag
shareholders in this company, with §33,000,000 invested in the Central Vermont,
are entitled to have shown in our returns just whether we have got a loss or
a profit, or what our prospects are instead of deleting that as well.

Sir Hexry THorNTON: By the time the next report is made, the Central
Vermont will be included as usual in the Annual Report of the Canadian National
Railways, because by that time the receivership will almost certainly have been
lifted.

Mr. McLEaN: To my mind, the whole Trouble seems to be that Mr. Stevens
is not going far enough in his argument regarding the legislation passed last
year. Parliament and the country said “we are not only willing to pay the
deficit due to the 20 per cent reduction in the Maritime Rates, but also on
account of certain conditions in those lines and in the country, we are going
further, and we will recoup to the National Railways the total deficit from that
line.” Now, as I understand Mr. Stevens’ argument, it could be met to some

extent if the deficits were kept in two separate accounts in the yellow book.

That is, the deficit due to the 20 per cent reduction, and the deficit due to con-
ditions outside of that entirely.

Sir Hexry THorNTON: They are so kept now.

Mr. McLeax: That shows to the country the loss on the Eastern lines,
Then there is nothing further to carry over to the red book because Parliament
has distinetly said they are going to take that off the shoulders of the National
Railways, and off the territory served by the Eastern lines, on account, not of
some sentimental or charitable feeling towards that territory, but on account
of conditions that have existed for a number of years, and have been protested
against for a number of years. If Parliament has taken that attitude, I do not
think it is for us to question it in this Committee. It was not questioned last
year. :

Hon. Mr. Stevens: It was not in existence last year. It all came into
existence in July, 1927.

62665—33 g /
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Mr. McLean: No, the legislation was passed last year, and Parliament did
not object at the time. In fact, Parliament passed it.. Consequently, there
1s nothing to carry forward from the yellow book to the general account, because
Parliament has made it a distinet property, and paid for it in another/manner
absolutely. Until there comes a time when there is a surplus to carry forward,
there is nothing to show. And, there is no reason why the other portions of the
line should be confused by carrying forward something that Parliament is dealing
. with as a separate property.

Sir Hexry TaHORNTON: May I say this, Mr. Chairman. I think this
discussion has been illuminating, and a good many points have been brought
out, which perhaps were not fully appreciated before. Certainly, as far as the
railway is concerned, I am very grateful to Mr. Stevens for the points to which
he has called attention. I think we can discuss this more or less indefinitely
here, without reaching any very exact conclusion, but I think we can meet the
situation by this statement: That so far as the railway is concerned, I will
take into full consideration all that Mr. Stevens and other members of the
Committee have said. I would like to think about this, and see if we cannot
devise some way which will give to the people of Canada the complete exposition
which Mr. Stevens wants, without prejudicing the standing and the financial
performance of the railway. But, it is a pretty difficult thing to decide right
here what we shbuld do. I would like first to think about it, and in consultation
with him, and Mr. Harris, and yourself (meaning the Chairman) and others,
see if we cannot hit Wpon some way of meeting what everybody wants. Cer-
tainly, we have no desire to conceal anything. We want to get as fair a picture
as we can. It is a hard thing to settle in a few minutes’ conversation, but I do
feel that there is much merit in what has been said, and we want to meet the
views of those who have <o expressed themselves.

Hon. Mr. DunNinG: Mr. Chairman, there is just a word or two I want
to say with regard to this matter. As I have gathered the ‘feeling of the
Committee, in previous years, it has always been that we should, as far as
possible, put this property on & fair basis in relation to those who are working
the property for us. In order that ¢hey might have the incentive of having a
fair load, and not an unfair load. It was becduse of that attitude on the part
of the Committee in the comparatively small number of years that I have been
associated with it, that in proposing the Maritime Rates legislation of last year,
the Government decided to take the whole load of Maritime Province deficits
off the shoulders of the railway operations. In effect, what we are doing is,
precisely what this Committee has been striving for in conmection with other
matters, notably with respect to the size of the capital account of the road; we
are trying to give to those who are operating it a fair chance, and nobody dreams
that the operation of the Maritime lines can be put upon a profitable basis of
operation, apart altogether from the quesion of the twenty per cent. Now, if
Sir Henry for he management withdraws from the previous position of desiring
to have the officers and employees given a fair chance—as you know, it was
representations of that kind which were the basis of the Maritime Rates Act,
the position of course; but vou would be going back to the previous position
which was, I think, properly complained about for several years prior to this
at least in relation t0 the deficit portion of it, the Government might reconsider
adjustment which we are now discussing.

Sir Henry TaorRNTON: I would not think, Mr. Dunning, of changing the
character of the accounting, or anything of that sort, but I just had in my mind,
whether on further and more mature reflection, it would not be possible to find
some way of presenting these figures which would be satisfactory to every one,
Jincluding of course, ourselves. .

3
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Hon. Mr. Dun~ing: With respect to the payments by the Government as
designed by the Maritime Freight Rates’ Act, they were designed to give the
Canadian National Railways a chance to make a fair showing, having regard
to the conditions from one end of the country to the other, and taking into
account the special conditions applicable to this section of the country. Now,
naturally, as Minister, and speaking for the Minister of Finance, he would be
quite relieved if this Committee desired that the speecial provision under the
Maritime Freight Rates’ Act, with respect to deficits on Eastern lines, were
eliminated, and did not involve a direct charge on the revenue of the country
every year, but I still think the principle of the Maritime Rates’ Act is sound,
and I still think that it presents a more accurate picture of what the Maritime
lines represent than could be presented to the shareholders throughout Canada in
any other way. Each year, by virtue of that Statute, there is presented to Par-
liament, separate estimates, two separate amounts for the Eastern lines, one .
amount showing the deficit attributable to the 20 per cent reduction, the other
amount showing the balance of the deficit on Eastern lines, both of which com-
bined represent, under that law, a definite contribution by the Government, to the
revenues of the Canadian National Railway, in order that that part of the
system which has such a peculiar problem of its own may be viewed entirely
separately from the balance of the system, and should not represent a handicap
upon the natural aspirations of the men running the system to make a good
showing on the basis of standard railway operation.

Hon. Mr. Stevexs: Well, all T have got to say is, I do not want the Minis-
ter to leave the impression that what I am seeking to do is to embarrass the
officers of the company, simply by asking this question. I am not going to argue
the point any further, but I do resent that suggestion.

Hon. Mr. Dun~ing: Mr. Chairman, I made no such suggestion. I dealt
with the subject on the basis of principle. .

Hon. Mr. Stevexs:, It was the whole burden of your remarks, Mr. Minister.

Hon. Mr. Dun~ineg: 1 wonder if Mr. Stevens would now apply his own
rule, and let me finish without interruption. :

Hon. Mr. Stevens: Go ahead. (B

Hon. Mr. Dun~NiNG: The whole point that I make is that the purpose of
this legislation originally, and the application we have of it before us to-day is
to relieve the system as a whole of an unfair burden, a burden, which, from the
point of view of the Confederation Compact was a burden of Canada, and apart
from railway operation by a company or a corporation, and we were there as I

- told Parliament last year, proposing to recognize the operation in that regard.

I did not intend to reflect at all on Mr. Stevens’ motives.

Hon. Mr. Stevens: The point T am getting at in the record is this; I take
it from the Minister’s remarks, that the suggestions I have made will be taken .
as indicating a desire to hamper the authorities in carrying out—

Hon. Mr. Dux~inG: No, no.

Hon. Mr. StevENS:—or giving them a fair chance—-to use his own language.
—of making a success of the road.

Sir Henry TaorNTON: 1 did not interpret them in that way.

Hon. Mr. Stevens: Long before the Minister came here, the National
Railways had not one more anxious to see them succeed than I was and am, and

 there is not one from the President down but will agree with that statement.

On the other hand T am not receding from the position I have taken, that the
accounts as presented do not reflect accurately and f_airly to the pegple of tl}e
country who are the owners of the road, the accurate situation. That is the posi-
tion I take, and under these circumstances, I certainly will not agree with the
clause which is before the Committee. : ‘

!
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Sir EveeNne Fiser: Mr. Chairman, even if the Canadian National Rail-
ways comply with Mr. Stevens’ wishes and the Departmental point of view, and
in view of the fact that the Railway Department has to provide in the Annual
Estimates for what is necessary to comply with it, you will have then to give a
separate statement of the operation of the Eastern section? I ask for informa-
tion, and I think you will have to prepare both reports if that is decided upon.

Sir Henry THorNTON: I thought we had to prepare two separate reports.
However, that is another matter. But, let me hasten to say to Mr. Stevens that
as far as the Railway is concerned, certainly we have always regarded him as a
friend of the property, and I have not the slightest feeling about anything that
he has said this morning; not the slightest. I want to make that quite clear.

Mr. McLean: Mr. Stevens, in view of the very frank discussion we have
had on adopting a report, at a session not including evidence, would you be in
favour of deleting from the record the discussion of this clause?

Hon. Mr. Stevens: Why?

Mr. McLeanN: You seem to think that p0331b1v reflections were intended
during the discussion.

Hon. Mr. STevENS: « I do not see why it should be deleted from the record.

Mr. McLeax: It does not include matters of evidence. Other committees,
in discussing the adoption of a report, frankly, as we have done this morning,
do not keep a record. I sat on a committee preparing a report, and we sat in
camera, and kept no report. I do not see that there is much value in it.

Hon. Mr. Stevexs: I do not care what you do.

Mr. McLeaN: Would you support me in the request that the discussion be
deleted?

Hon. Mr. Stevexs: No, I would not. That does not hinder you from ask-
ing, though. :
Mr. McLean: I would not like to ask that unless I had your support.
Mr. CanTLEY: In regard to the second paragraph on page 2, the word
“ending ” at the end of the third line, and again at the beginning of the last line.
I suggest that word should be ended ”; past tense instead of future tense.
Sir HeNrY THORNTON: That is right.

Mr. Cantiey: Take the word “ modify,” two lines before that. Should
not that word be “ incomplete form ” instead of ““ modified form ”? Would it
not be more correct to say incomplete form than modified form?

Mr. HENrY: Last year, of course, the Central Vermont was included for
the full year. It is just a question whether that was strictly proper or not, as we
only own 67 per cent of the stock.

Mr. CanTLey: But still the accounts are incomplete.

Mr. Henry: It was shown separately last year.

Mr. CanTLEY: I may be wrong.

Mr. HenrY: And it is modified to the extent of not being shown this year
in the accounts, on account of the receivership.

Mr. CantLeEY: Take the next paragraph. “The evidence adduced from the
officers of the railway disclosed the fact that the chief reasons for the less
favourable showing were a reduction in freight rates and.an increase in expense
due to increase in wages and because of somewhat larger expenditures on main- .
tenance of way and structures.” T had the idea that the greatest element was
the increase in wages, rather than the reduction in rates.

Sir HENRY THORNTON: There were really two major things, the increase
in wages and delayed crop movement.

/
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Mr. CaxTLEY: But the increase in wages was the larger element?
Sir HeNry THoORNTON: Yes. \
Mr. Cantiey: Then I would emphasize that by putting it first.

Sir Henry THornTON: I think that is a good suggestion. Just reverse
the order.

The CuamrMAN: The next paragraph is, “Your Committee is gratified to
observe the continued improvement in the earnings of the Company’s hotels—

Mr. Jerntrr: Could we not act on that first clause on page 37 There is
only a question of policy, as to the presentation of the general account. The
other question that Mr. Stevens brought up was a question of policy.

Sir HENrY THORNTON: As a matter of fact, I think what Mr. Stevens was
talking about related more to next year than to this year, because this year’s
dccounts are in and closed. They have been presented in a certain form and they
cannot be changed.

Mr. McLeax (Melfort): And, further, they have to be dealt with accord-
irfli,tiz to the statute, which may be interpreted according to the opinion of the
otficers. ;

Hon. Mr. Dux~inG: There is no question of the interpretation of the
statute at all.

Sir Henry THORNTON: 1 do not think so.

Mr. McLrax (Melfort): The interpretation of the statute should certainly
not come from this Committee.

Hon. Mr. Dun~ing: I would suggest, if the Committee desires, to draw
attention to the fact that there is a separate statement for the Eastern Lines.

Sir HeENrRY THORNTON: You had a suggestion to make, Mr. Henry?

Mr. Henry: (Reads): .

Your Committee is also satisfied, from the evidence given, that the
accounts for the year 1927, which show the operations of the Eastern
Lines separately for the last six months thereafter, as presented are in
accordance with the prescribed practice of railway accounting, and reflect
accurately the revenues and expenditures made during the year, as well as
the additions to the capital account during that period.

Hon. Mr. Dun~ing: Would that not come in better farther down than
where vou have it? After the word “and” in the third line put in, “and together
with the separate statements respecting Eastern Lines reflect accurately.”

Mr. HEnry: I think perhaps that would be better.

Sir Eveene Fiser: Would it not be better to say, ¢ and taking into consid-
eration”? It seems to me that you are reflecting Mr. Stevens’ argument.

Hon. Mr. Dun~inGg: 1 am not concerned with reflecting his argument. I
want to get at the facts in the report, whatever they are.

Mr. McLeax (Melfort): I think the Minister’'s words are the simplest
and most concise.

Hon. Mr. Dux~iNG: Read it all. ;

Mr. Hexry (Reads): |

Your Committee is also satisfied, from the evidence given, that the
accounts for the year 1927, as presented, are in accordance with the pre-
seribed practice in railway accounting, and, together with the separate
statement respecting the Eastern Lines, reflect accurately the revenues
réceived and the expenditures made during the year, as well as additions
to the capital during the year.

\
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The CuamMaAN: (Reads).

Your Committee is gratified to observe the contmued improvement
in the earnings of the Company’s hotels and to learn from the officers
of the Company of the indirect benefit resulting from the operation of
the hotel system.

“Your Committee has already, in its Third Report, referred to its con-
sideration of Bill 204, “ An Act respecting the Toronto Terminals Rail-
way Company.”

Your Committee notes that the requirements for the present year,
exclusive of the Eastern Lines, amount to $39,000,000, as compared with
the requirements asked for last year of $22,500,000 for the nine months
ending December 31, 1927, including the Eastern Line. The -chief
reasons for the increase are the twelve months’ period as compared with
the nine months’ of last year, increased interest, and a larger program
of additions and betterments, which was examined by your Committee
and found to be reasonable.

From the evidence given, your Committee is of the opinion that the
amount of $39,000,000 is necessary for the purposes of the Company
during the year 1928, and should be passed by the House.

That is all for the Canadian National Railways. The next the Canadién
Government Merchant Marine. (Reads):

Your Committee has had under consideration Item 409 of the esti-

mates which provides for a loan of $758,000 to the Canadian Government

/- Merchant Marine Limited, and has, in the course of its deliberations,
examined the operations for the year ending December 31, 1927. Your
Committee notes that the results of the operations have not been quite
as favourable as those for the previous year, due to a highly competitive
situation, which resulted in a reduction of freight rates in certain
directions, with a resultant reduction in the gross revenue of the Com-
pany.

Your Committee notes that the amount asked for viz: $758,000, is to
be used to the extent of $750,000 for contemplated deficits and 38000 for
betterments, and is of the opinion that this amount is necessary and

« should be granted by the House.

Mr. Cantrey: There is just one point in connection with that, as I referred
to earlier in the meetings of the Committee. I think it has been shown that
vessels under 8,000 tons capacity cannot be operated profitably, and I feel that
the Government should sell all those vessels under 8,000 tons.

_ Sir Henry THorNTON: If it meets the judgment of the Committee, T should
- say that that suggestion might be left to our judgment to review the situation,
and see how soon we could get rid of those boats, or what we ought to do in
connection with your suggestion. I think 1t would be unwise that that should
appear as a mandate to the officers of the Company. No doubt there is much
truth in what Colonel Cantley says, that you cannot operate a small vessel,
ander present marine conditions profitably, but I think it would be a mistake
to put the Merchant Marine officers under a mandate to do that immediately.
Hon. Mr. Dun~ing: Would you undertake to review the whole situation?
Sir Henxry TaHOrRNTON: I do not know just how it would work out.

Mr, CantrEY: I suppose we could change that and say that the Com-
mittee further recommends the consideration by the 'management?

Mr. Jengins: What tonnage are the boats operating from Montreal to
St. John, N.B.?

Mr. Henry: One steamer of 2,800 tons. '
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Mr. Caxtiey: That is a special service and I think it is worth while.
The other boats that are in the general trade cannot be operated profitably.
I have operated a fleet of 75,000 to 100,000 tons of shipping for twenty years,
and I have had boats in all ports of the world. You had five of them laid
up last winter at Halifax for various purposes, and they are eating their heads
of., Let us wipe that off and get clear of that obligation. Eight thousand and
10,000 ton boats do perform a service for the trade of this country, and, to a
certain extent, to the railway, but boats below 8,000 tons cannot and do not do
any good to us at all.

Mr. McLean (Melfort) : Would it be better to suggest that the manage-
ment. take under consideration the policy of getting rid of the least profitable
hoats in the service, with a view to retaining only those that are able to compete
in an up-to-date manner?

Mr. Jenkins: If we operated the railways in the same way, we would cut
off the whole eastern lines. f

Mr. CanTLEY: You cannot do that, as you have a contract with the
Maritime Provinces. {

Mr. JEnkiNs: Our boats are feeding the railway system to a certain extent,
and also developing trade, and I think it would be a great mistake to cut off
some of those smaller boats. .

Sir Henry TrHorNTON: I think Colonel Cantley means that we should
review the Canadian Government Merchant Marine and see if we cannot formu-
late some policy to bring in greater efficiency. That may mean the scrapping of
some of the smaller boats; it may mean building somenew boats, or it may mean
one of several things, but we ought to review the Canadian Government Mer-
chant Marine from the point of view of deciding what our policy would be with
respect to the whg{e thing.

Mr. Jenkins: We surely have confidence that the management, are doing
that now? :

Mr. CanTLey: I am content to let it go on the understanding that the man-
agement will take up that question, and I hope they will deal with it before we -
are called again next year. /

Hon. Mr. Dun~NinG: There is just the report on the third paragraph on page
2. The only thing that is required is just the question of turning it tail first.

X The CuarrMAN: The substance is the same. :
b4 , Mr. McLeax (Melfort): That has been recorded in the report of this
g meeting,.

Mr. CanTLEY: There is just one point further with regard to the discussion
that took place with the hon. member from Vancouver. I think there is
something in his contention, and I think that members of the Board here are
likely to accede to his point. I fancy when you present your accounts next year
there will be a closer approximation.

Sir Henry TaorNTON: I still maintain that, in accordance with the read-

§ U as they should be. I am the last person in the world to refuse to look at a sug-

4 gestion, and if there is any way in which, on mere mature thought, we can pre-
Q. serve the character of our accounts, and present a true picture, I am perfectly
¢ willing to do anything, provided, of course, that we do not sacrifice anything. It

is something that, would be exceedingly difficult to settle in an argument here in
this room this morning. You might talk for a couple of weeks on it _an(_i still not

. get-anywhere. Somebody has got to sit down and get their head thinking about
it a little.

ing of the statute as I understand it, the reports this year have been presented *
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Mr. Cantrey: When you prepare your next report, I think you will be able
to settle it, in the light of the discussion.

Sir HeEnry THorNTON: Rest assured that I am not giving away anything,
and I do not intend to.

Hon. Mr. Dux~inGg: In that regard, the whole question comes down to
this: does this Committee approve of the separate voting by Parliament of that
portion of the Eastern Lines’ deficit which is not caused by the 20 per cent rate
reduction? That is really what it comes down to. If this Committee cared to
make a recommendation that that portion of the deficit should not be voted,
then the whole question settles itself: It is not, a question of accounting, it is a
question of whether we are going to pay that to the railway or not.

Sir Henry THORNTON: I think Colonel Cantley has got the right end of
the stick. If you will leave it alone, we will get the thing straightened out some
way. j

Mr. JeLuirr: Could these two reports be put in the one cover, and then a
sort, of general recapitulation made?

Sir Henry THORNTON: We have always felt that the defieit on the so-
called Eastern Lines was a considerable burden on the company, which.ought to
be dealt with in some different way from what it has been in the past.

Hon. Mr. Dun~inag: You never did agree to accept the Hudson Bay line
on the same basis?

Sir HENnry TaHORNTON: No, and I would not. I would fight to the death
against accepting it. 5

The CuamrMAN: It is in order’ for somebody to move adoption of this
report.

Mr. Jenkins: I move the adoption.

Mr. CanTLEY? I second it.
Motion agreed to. - )

Hon. Mr. Dun~ing: I think we should adjourn to the call of the Chair in
case anything should arise that we cannot foresee now.

Witnesses retired.
The Committee adjourned.
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