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HOUSE OF COMMONS

Seventh Session—Twenty-first Parliament, 1952-3

SESSIONAL COMMITTEE

ON

RAILWAYS AND SHIPPING

Owned, Operated and Controlled by the Government
Chairman: HUGHES CLEAVER, ESQ.

MINUTES OF PROCEEDINGS AND EVIDENCE

MONDAY, MARCH 23, 1953
TUESDAY, MARCH 24, 1953
WEDNESDAY, MARCH 25, 1953
FRIDAY, MARCH 27, 1953

C.N.R. Annual Report (1952) and Budget (1953).
C.N. Steamships Limited (1952) and Budget (1953).
C.N.R. Securities Trust (1952).

Auditors’ Report to Parliament.

Estimates—Items 467, 471 and 476.

WITNESSES

Mr. Donald Gordon, Chairman and President;
Mr. S. F. Dingle, Vice-President;

Mr. T. J. Gracey, Comptroller;

Mr. F. P. Turville (G. A. Touche & Company).

EDMOND CLOUTIER, C.M.G., O.A., D.S.P.
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY
OTTAWA, 1953
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ORDERS OF REFERENCE

House or COMMONS,
THURSDAY, March 12, 1953.

Resolved,—That a Sessional Committee on Railways and Shipping owned,
operated and controlled by the Government, be appointed to consider the
accounts and estimates and bills relating thereto of the Canadian National
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada
Air Lines, saving always the powers of the Committee of Supply in relation
to the voting of public moneys; and that the said Committee be empowered
to send for persons, papers and records and to report from time to time, and
that notwithstanding Standing Order 65, in relation to the limitation of the
number of members, the said Committee consist of Messrs. Benidickson,
Bourget, Browne (St. John’s West), Carter, Cavers, Churchill, Cleaver, Dumas,
Follwell, Fraser, Fulton, George, Gillis, Healy, Helme, James, Knight, Mac-
donald (Edmonton East), Macdonnell (Greenwood), McCulloch, McLure, Mott,
Mutch, Picard, Pouliot, Thomas.

MonbpAY, March 16, 1953.

Ordered,—That the Annual Reports for 1952 of the Canadian National
Railways, the Canadian National (West Indies) Steamships, the Canadian
National Railways Securities Trust, and the Auditor’s Report to Parliament in
respect to the Canadian National Railways and Canadian National (West
Indies) Steamships, tabled this day, be referred to the Sessional Committee
on Railways and Shipping owned, operated and controlled by the Government,
together with the following items of estimates for 1953-54:

Vote 467—Prince Edward Island Car Ferry and Terminals—deficit;

Vote 471—North Sydney, N.S.—Port aux Basque Ferry and Terminals—
deficit;

Vote 476—Maritime Freight Rates Act—payment of twenty per cent reduc-
tion in tariff of tolls to Canadian National Railway and other railways operating
in territory fixed by the act.

And that the resolution passed by the House on January 28, 1953,
referring certain estimates to the Committee of Supply, be rescinded in so far
as the said resolution relates to Votes 467, 471 and 476.

TuEsSDAY, March 17, 1953.

Ordered,—That the Annual Report of Trans-Canada Air Lines for the
year ended December 31, 1952, the Auditor’s Report to Parliament for the
year ended December 31, 1952, in respect of Trans-Canada Air Lines, and also
the Operating Budget and Capital Budget for the calendar year 1953 in respect

of Trans-Canada Air Lines, all tabled earlier this day, be referred to the said
Committee.

72990—1%



4 SESSIONAL COMMITTEE

WEDNESDAY, March 18, 1953.

Ordered,—That the quorum of the said C_onimittee be reduced from -
fourteen to eight Members.

Ordered,—That the said Committee be granted permission to sit .whiie
the House is sitting. :

Ordered,—That the said Committee be empowered to print, from day
to day, 1,000 copies in English and 200 copies in French of its minutes of
proceedings and evidence, and that Standing Order 64 be suspended in relation
thereto. »

Monpay, March 19, 1953.

Ordered,—That the Capital Budget of the Canadian National Railways
for the year ending December 31, 1953, tabled this day, be referred to the said
Committee.

Ordered,—That the Capital Budget of the Canadian National (West Indies)
Steamships, Limited, for the year ending December 31, 1953, tabled this day,
be referred to the said Committee.

Fripay, March 20, 1953.

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

Attest.

LEON J. RAYMOND,
Clerk of the House.
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REPORT TO THE HOUSE
'WEDNESDAY, March 18, 1953.

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

FIRST REPORT
Your Committee recommends:
1. That its quorum be reduced from fourteen to eight members.
2. That it be granted per:mission to sit while the House is sitting.

3. That it be empowered to print, from day to day, 1,000 copies in English
and 200 copies in French of its minutes of proceedings and evidence, and that
Standing Order 64 be suspended in relation thereto.

All of which is respectfully submitted.

HUGHES CLEAVER,
Chairman.

Fripay, March 27, 1953.

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

SECOND REPORT

Pursuant to the Orders of Reference of the House of March 12, 16,
17 and 19, 1953, this Committee had before it for consideration the
following:

1. The Annual Report for 1952 of the Canadian National Railways System,
the Canadian National (West Indies) Steamships, Limited, and the Auditors’
report to Parliament in respect of the Canadian National Railways System
and the Canadian National (West Indies) Steamships, Limited.

2. The Annual Report of the Trans-Canada Airlines for the calendar
year 1952, and the Auditors’ report to Parliament for the calendar year 1952,
in respect of Trans-Canada Airlines.

3. The Annual Report of the Canadian National Railways Securities Trust
for 1952. ‘

4. The capital budget of the Canadian National Railways, the Canadian
National (West Indies) Steamships, Limited, for the year ending 1953 and
the operating budget and capital budget of the Trans-Canada Airlines for the
calendar year 1953.

5. Vote 467—Prince Edward Island Car Ferry and Terminals—deficit.

1o 6. Vote 471—North Sydney, N.S., Port au Basque Ferry and Terminals—
eficit.

5
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7. Vote 476—Maritime Freight Rates Act—payment of 209 reduction
in tariff of tolls to Canadian National Railway and other railways operating
in territory fixed by the Act.

Your Committee held ten meetings, during which the above-nafned
matters were considered and evidence adduced thereon.

The Annual Reports of the Canadian National Railways for 1952 disclose
a net income of $24,305,448.00, as compared with $31,783,119.00 in 1951.
However, interest charges amounted to $24,163,121.00 in 1952, as compared
with $46,815,115.00 in 1951 bringing about a surplus of $142,327.00 as compared
with a deficit of $15,031,996.00 in 1951. The said Annual Report was adopted.

The Annual Reports of the Canadian National (West Indies) Steamships,
Limited for 1952 disclose a net operating profit of $326,276.00 as compared
with a net operating deficit of $31,576.00 for 1951. After inclusion of Vessel
Replacement Fund earnings of $145,065.00 and payment of interest on bonds
held by the public and on Government advances, there was an income deficit
of $3,909.00 compared with an income deficit of $468,992.00 in 1951. The
balance in the Vessel Replacement Fund at the end of the 1952 was $5,018,229.00
as compared with $4,685,357.00 at the year end in 1951. The Insurance Fund
balance was $2,354,572.00 against a balance of $2,046,654.00 at the end of
1951. ' The said Annual Report was adopted.

The Annual Report of Trans-Canada Airlines for 1952 discloses a net
operating revenue of $2,757,879.00, and that after payment of interest amount-
ing to $750,000.00 on capital invested and making provision for income tax of
$1,200,000.00, there is a resulting surplus of $807,879,00 as compared with a
surplus of $3,890,957.00 in the year 1951, during which year no income tax
with respect to this company was payable. The said Annual Report was adopted.

The Auditors’ Report to Parliament with respect to the Canadian National
Railways System, the Canadian National (West Indies) Steamships, Limited,
and the Trans-Canada Airlines, also the Annual Report of the Canadian
National Railways Securities Trust for the calendar year 1952, were severally
considered and adopted.

The Financial Budgets of the Canadian National Railways System, the
Canadian National (West Indies) Steamships, Limited, and the Trans-Canada
Airlines, for the calendar year 1953 were examined and adopted.

The items of the Estimates for the year ending March 31, 1954,7 being
votes 467, 471 and 476, were considered and approved.

The task of your Committee was greatly facilitated by the valuable
assistance of Mr. Donald Gordon, C.M.G., L.L.D., Chairman of the Board of
Directors and President of the Canadian National Railways; Mr. S. F. Dingle,
Vice-President, and Mr. T. J. Gracey, Comptroller, both of the Canadian
National Railways; and Mr. G. R. McGregor, President of the Trans-Canada
Airlines, and Mr. W. S. Harvey, Comptroller.

A copy of the evidence adduced in respect of the matters referred is
appended hereto.

All of which is respectfully submitted.

HUGHES CLEAVER,
Chairrhan.

W P PR L -



MINUTES OF PROCEEDINGS

WEDNESDAY, March 18, 1953.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government, met at 10:30 o’clock a.m. this day.

Members present: Messrs. Benidickson, Bourget, Browne (St. John’s West),
Cavers, Churchill, Cleaver, Dumas, Follwell, Fraser, Fulton, George, Gillis,
Helme, James, Knight, Macdonald (Edmonton East), Macdonnell (Greenwood),
MecCulloch, McLure, Thomas.

A quorum having assembled, Mr. Macdonnell (Greenwood) addressing
himself to the Clerk, moved that Mr. Cleaver, be Chairman of the Committee.

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

Mr. Cleaver presiding:

On motion of Mr. Macdonald (Edmonton East):
Resolved,—That Mr. McCulloch be Vice-Chairman of the Committee.

On motion of Mr. McCulloch:

Resolved,—That the Committee recommend to the House that it be granted
permission to sit while the House is sitting.

On motion of Mr. Benidickson:

Resolved,—That the Committee recommend to the House that its quorum
be reduced from fourteen to eight members.

On motion of Mr. Macdonnell (Greenwood):

Resolved,—That the Committee recommend to the House that it be
empowered to print, from day to day, 1000 copies in English and 200 copies in
French of its minutes of proceedings and evidence.

At 1.45 o’clock p.m., on motion of Mr. Fulton, the Committee adjourned
to meet again at 11:00 o’clock a.m., Monday, March 23rd, 1953.

MonpAy, March 23, 1953.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government met at 11:00 o’clock a.m. this day. Mr. Cleaver,
Chairman, presided.

Members present: Messrs. Browne (St. John’s West), Carter, Cavers,
Chevrier, Churchill, Dumas, Follwell, Fulton, Gillis, Healy, Helme, James,
Knight, Macdonald (Edmonton East), Macdonnell (Greenwood), McLure, Mott,
Mutch, Pouliot, Thomas.

In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board
of Directors and President of the Canadian National Railway, assisted by Mr.
T. J. Gracey, Comptroller, and Mr. S. F. Dingle, Vice-President (Operations);
and Messrs. F. P. Turville, J. D. Morison, and D. T. G. Padley, Chartered
Accountants, of George A. Touche & Company, Accountants.
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The Committee commenced consideration of the Annual Report of the

Canadian National Railway (1952).

Mr. Gordon was called, read the letter of transmittal and the Annual
Report.

The Committee then commenced a detailed examination of the Report,
during which Mr. Gordon, assisted by Messrs. Gracey and Dingle, answered
questions directed to him.

At 12:50 o’clock p.m., the examination of Mr. Gordon still continuing, the
Committee adjourned to meet again at 3:30.o’clock p.m. this day.

AFTERNOON SESSION
The Committee resumed at 3:30 o’clock p.m. Mr. Cleaver, Chairman,
presiding. »

Members present: Messrs. Browne (St. John’s West), Carter, Cavers,
Chevrier, Churchill, Dumas, Follwell, Fulton, Gillis, Healy, Helme, James,
Knight, Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch,
McLure, Mott, Mutch, Pouliot, Thomas.

In attendance: Same as at morning session.
The Committee resumed the examination of Mr. Gordon.

At 5:35 o’clock p.m., the examination of Mr. Gordon still continuing, the
Committee adjourned to meet again at 8:30 o’clock p.m. this day.

EVENING SESSION
The Committee resumed at 8:30 o’clock p.m. Mr. Cleaver, Chairman,
presiding.

Members present: Messrs. Browne (St. John’s West), Carter, Chevrier,
Churchill, Dumas, Follwell, Fulton, Gillis, Healy, Helme, James, Knight,
Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch, McLure,
Mott, Mutch, Pouliot, Thomas.

In attendance: Same as at morning session.

The Committee resumed the examination of Mr. Gordon.

On Section 34 of the Annual Report, Hotel Operations, Mr. Macdonnell *

(Greenwood), moved “for a copy of all letters, telegrams, and other communica-
tions between senior officers and officials of the Canadian National Railways
and Robert Pitt, M.B.E., then Manager of the Fort Garry Hotel in Winnipeg
concerning complaints as to allotment of rooms to Federal Ministers of the
Crown in the said hotel, or as to the conduct of Robert Pitt in his discharge
of his duties, and of all replies to such letters, telegrams and communications
in any way referring to alleged complaints since the first day of September,
1952, and to date”.

At the same time, and with the consent of the Committee, Mr. Macdonnell
(Greenwood) also moved: “That Mr. Pitt and Mr. R. Sommerville, General
Manager of Hotels, be called before the Committee”.

After some discussion and the question being raised as to whether the
documents requested could be produced, the Chairman ruled that further
discussion should be directed to the point of order.
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@
. Thereupon, Mr. Gillis moved that, before proceeding further with the
motion for production of papers, Mr. Gordon be heard on the motion.

After further discussion, and with the unanimous consent of the Committee,
the Chairman called Mr. Gordon to make a statement on the production of
the documents and papers requested in the motion.

Thereupon the Chairman ruled that the production of the documents and
papers requested was contrary to well established principles and could not be
allowed.

And an appeal from the Chairman’s ruling being taken by Mr. Macdonnell.
Mr. Mutch moved that the Committee adjourn until 11:00 o’clock a.m. Tuesday,
March 24, 1953.

The debate still continuing the Chairman ruled that the motion to adjourn
was not debatable and the said motion havipg been put, was agreed to.

At 10:00 o’clock p.m. the Committee adjourned to meet again at 11:00
o’clock a.m., Tuesday, March 24, 1953.

TUESDAY, March 24, 1953.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government met at 11.00 o’clock a.m. this day. Mr. Cleaver,
Chairman, presided.

Members present: Messrs. Benidickson, Browne (St. John’s West), Carter,
Cavers, Chevrier, Churchill, Dumas, Fulton, George, Gillis, Healy, Helme, James,
Knight, Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch,
McLure, Mutch, Pouliot.

In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board
of Directors and President of the Canadian National Railway, assisted by
Mr. T. J. Gracey, Comptroller, and Mr. S. F. Dingle, Vice-President (Opera-
tions) : and Messrs. F. P. Turville, J. D. Morison, and T. D. G. Padley, chartered
accountants, of George A. Touche & Company, accountants.

The Committee resumed consideration of the Annual Report of the
Canadian National Railway.

The Chairman informed the Committee that the ruling he had made at the
previous meeting as to the production of certain documents was not debatable.

Thereupon, a.recorded vote being' requested, the Chairman’s ruling was
sustained on the following division:

Yeas: Messrs. Benidickson, Carter, Cavers, Chevrier, Dumas, George, Gillis,
Healy, Helme, James, Macdonald (Edmonton East), McCulloch, Mott, Mutch,
Pouliot. £15).

Nays: Messrs. Browne (St. John’sWest), Churchill, Fulton, Knight, Mac-
donnell (Greenwood), McLure. (6).

Debate then. took place on the motion of Mr. Macdonnell (Greenwood)
that “Mr. Pitt and Mr. R. Sommerville, General Manager of Hotels, be called
before the Committee”.

On speaking to the motion Mr. Macdonnell (Greenwood), informed the
Committee that he had certain letters in his possession and it was his intention
to read them into the record;

And a point of order being raised as to whether or not the said letters were

interdgpartmental documents and, if so, having regard to the decision of the
Committee on the matter- of producing interdepartmental correspondence,
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whether or not they could be placed on the record; the Chairman advised the
Committee that he would take the matter into consideration and give a decision
at the afternoon session.
At 12.55 o’clock p.m. the Commlttee adjourned to meet again at 3.30
o’clock p.m. this day.

AFTERNOON SESSION
The Committee resumed at 3.30 o’clock a.m. Mr. Cleaver, Chairman,
presided.

Members present: Messrs. Benidickson, Browne (St. John’s West), Carter,
Chevrier, Churchill, Dumas, Fraser, Fulton, George, Gillis, Healy, Helme, James,

Knight, Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch,

McLure, Mott, Mutch, Pouliot, Thomas."
In attendance: Same as at thesmorning session.

Debate was resumed on the point of order raised at the morning sitting
as to whether or not it was permissible for Mr. Macdonnell (Greenwood), to
place on the record certain letters in his possession.

After some discussion the Chairman ruled that the said letters were inter-
departmental documents and that, having regard to the previous decision of the
committee as to the production of such documents, they could not be incor-
porated into the record.

The Committee then resumed consideration of Mr. Macdonnell’s motion
that Mr. Pitt and Mr. Sommerville be called before the Committee.

After further discussion; the question having been put and a recorded
vote being requested the motion was negatived on the following division:

Nays: Messrs. Benidickson, Carter, Chevrier, Dumas, George, Gillis, Healy,
Helme, James, Macdonald (Edmonton East), McCulloch, Mott, Mutch, Pouliot,
Thomas. (15).

Yeas: Messrs. Browne (St. John’s West), Churchill, Fraser, Fulton, Mac-
donnell (Greenwood), McLure. (6).

The Committee resumed the detailed study of the Annual Report of the
Canadian National Railway and the examination of Mr. Gordon thereon.

At 6.05 o’clock p.m. the consideration of the Annual Report and the
examination of Mr. Gordon thereon having been completed, the Committee
adjourned to meet again at 8.30 o’clock p.m. this day.

EVENING SESSION

The Committee resumed at 8.30 o’clock p.m. Mr. Cleaver, Chalrman,
presiding.

Members present: Benidickson, Browne (St. John’s West), Carter, Chevrier,
Churchill, Dumas, Follwell, Fraser, Fulton, George, Gillis, Macdonald (Edmon-
ton East), Macdonnell (Greenwood), McLure, Mutch, Pouliot.

In attendance: Same as at the morning session.

The Committee having been advised of the passing of Her Majesty Ql{een
Mary observed a minute’s silence to mark its sorrow and regret at her passing.

The Committee commenced consideration of the Income Account gnd
Capital Budget—1953, of the Canadian National Railways; Mr. Gordon being
questioned thereon.

7T T Y
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At 10.00 o’clock p.m. the examination of Mr. Gordon continuing, the Com-
mittee adjourned to meet again at 3.30 o’clock p.m., Wednesday, March 25,
1953.

R. J. GRATRIX,
. Clerk of the Committee.

WEDNESDAY, March 25, 1953.

The Sessional Committee on Railways and Shipping owned, operated
and controlled by the Government, met at 3.30 o’clock p.m. this day. Mr.
Cleaver, Chairman, presided.

Members present: Messrs. Benidickson, Browne (St. John’s West), Carter,
Cavers, Chevrier, Churchill, Dumas, Follwell, Fraser, Fulton, George, Gillis,
Healy, Helme, James, Knight, Macdonald (Edmonton East), Macdonnell
(Greenwood), McCulloch, McLure, Mott, Mutch, Picard, Pouliot, Thomas.

In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman of the Board
of Directors and President of the Canadian National Railway, assisted by
Mr. T. J. Gracey, Comptroller, and Mr. S. F. Dingle, Vice-President (Opera-
tions) ; and Messrs. F. P. Turville, J. D. Morison, and T. D. G. Padley, chartered
accountants, J. George A. Touche & Company, accountants.

The Committee completed consideration of and adopted the Income
Account and Capital Budget, 1953, of the Canadian National Railways, Mr.
Gordon being further examined thereon.

The Committee then considered and approved the Annual Report and the
Income Account and Capital Budget, 1953 of the Canadian National (West
Indies) Steamships, Limited, Mr. Gordon being examined thereon.

The Annual Report of the Canadian -National Railways Securities Trust,
1952, was considered and adopted.

On motion of Mr. Gillis:
Resolved,—That in the future the Annual Reports of The Canadian
National Railways Securities Trust be mimeographed rather than printed.

The Chairman placed before the Committee for consideration the Auditors’
Report to Parliament, 1952, on the Canadian National Railway System and the
Canadian National (West Indies) Steamships, Limited.

On motion of Mr. Fraser:
Resolved,—That the reading of the said reports be dispensed with.

The Auditors’ Report to Parliament, 1952, in respect of the Canadian
National Railway System and the Canadian National (West Indies) Steamships,
Limited, was approved.

The Committee then considered and approved the following items of the
estimates referred to the Committee.

Vote 467—Prince Edward Island Car Ferry and Terminals—deficit;

Vote 471—North Sydney, N.S.—Port aux Basque Ferry and Terminals—
deficit;

Vote 476—Maritime Freight Rates Act—payment of twenty per cent
reduction in tariff of tolls to Canadian Natmnal Railway and other railways
operating in territory fixed by the act.
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the proceedings and deferred for additional information, were given by
Mr. Gordon. -

The Committee having completed its inquiry into matters referred in
" respect of the Canadian National Railway System and the Canadian National
(West Indies) Steamships, Limited, the Chairman expressed the appreciation
of the Committee to Mr. Gordon and his officials.

At 5.25 o’clock p.m. the Cbmmittee adjourned to meet again at 11 o’clock
a.m., Thursday, March 26th, 1953.

R. J. GRATRIX,
Clerk of the Committee.

MARCH 27, 1953.

The Sessional Committee on Railways and Shipping, owned, operated and
controlled by the Government met, in camera, at 10.30 o’clock a.m. this day.
Mr. Cleaver, Chairman, presided.

Members present: Messrs. Benidickson, Browne (St. John’s West), Chur-
chill, Dumas, Follwell, Fraser, Gillis, Helme, James, Knight, Macdonald
(Edmonton East), Macdonnell (Greenwood), McCulloch, Mott, Mutch.

The Chairman submitted a draft report on all matters referred to the
Committee.

After some discussién and several amendments being proposed the said
report was adopted without amendment, on divisien.

At 11.05 o’clock a.m. the Committee adjourned sine die.

R. J. GRATRIX,
Clerk of the Committee.

Note: In answer to a question asked by Mr. Browne (St. John’s West),
the following statement entitled: ‘“Average revenues per ton mile of Railways
in Various Countries”, was filed with the Clerk of the Committee and is
appended hereto as Appendix “A”.

Answers to questions asked by various members of the Committee during
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EVIDENCE

MARCH 23, 1953.
11.00 a.m.

The CHAIRMAN: Gentlemen, we have a quorum. The committee is pleased
to have Mr. Donald Gordon with us again. Mr. Gordon?

Mr. GorpoN: Mr. Chairman and members of the committee, may I first state
for the record that accompanying me today are Mr. S. F. Dingle, vice-president
in charge of operations, and Mr. T. J. Gracey, comptroller and others of my
staff, who are here with supporting data on matters of detail to ensure that as
far as possible in my appearance before you I may be able to deal with all
questions which may appropriately arise or be of interest to you.

Mr. Chairman, may I also ask your permission and the indulgence of the
committee to suggest that I may be permitted to read the report in its entirety
because it is intended to make a full disclosure of all pertinent information so
that members may obtain a grasp of the over-all operation of an organization
which if I may say so is of extraordinary complexity. Following the presenta-
tion of the annual report questions may be dealt with and I suggest members
might make notes as we go through the report.

Mr. MAacpoNNELL: I notice that a year ago we read the report section by
section. Now, if Mr. Gordon feels the other way is desirable I do not wish to
raise an objection.

Mr. GorboN: The reason for my suggestion is I thought last year there
arose as we went through the report quite a number of questions that were
answered in later parts, and I thought it would be better if you had the whole
report before you. I am in your hands. Where any member of the committee
feels there is any special point he would like to stop at, I am in your hands.

The CHAIRMAN: Gentlemen, do you agree with Mr. Gordon’s suggestion
that he should read the entire report, and I will after that call a section at a
time for questioning. e

Agreed.

Mr. McLuge: I wish to say that 1 have always admired the design and the
way in which the Canadian National Railways report is put out and this year
I notice in the press several articles against the very expensive report. I do
not agree. I would like to congratulate the designer of the set-up of it. I
think his name is Mr. Lash.

Mr. GorpoN: He is our director of public relations.

May I proceed first with the letter of transmittal on page 5 addressed to
the minister?

13
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MOoNTREAL, February 25, 1953.

DoNALD GORDON, . °
Chairman and President.

The Honourable LIONEL CHEVRIER, Q.C., M.P.,
Minister of Transport,
Ottawa.

Dear Sir:

On behalf of the Board of Directors, I submit herewith the Annual Report
of the Canadian National Railways for the year 1952.

For reasons which appear in the text, the onminal surplus resulting from
the year’s operations cannot be regarded as adequate, or satisfactory. Never-
theless, the passage of the Canadian National Railways Capital Revision Act has
dealt with the problem of excessive fixed interest charges which have hitherto
obscured the real contribution made by Canadian National to the economic life
of the country, and in consequence the more fundamental issues are thrown into

sharper relief.

The Management is pleased to record its appreciation of the loyal and
effective services rendered by officers and employees throughout the organ-

ization.
Yours truly,
D. Gordon.

REVIEW OF FINANCIAL RESULTS

1. The following statement is a summary of the Consolidated Income
Account which appears on page 24:

Per cent
1952 1951 Change
Operating Revenues ..:.... $675,219,415  $624,834,120 8-1
Operating Expenses ....... 634,852,915 580,150,221 9-4
Net Operating Revenue .... $ 40,366,500 $ 44,683,899 9-7
Taxes, equipment rents and .
other income accounts . 16,061,052 12,900,780
Available for interest and
dividendghinad, v sinds s $ 24,305,448 $ 31,783,119
Interest charges ....... 24,163,121 46,815,115
Income: :defieit . 5o nsi aii : $ 15,031,996
Surplus;: e Gek nic e s S $ 142,327

If I may be permitted, I suggest the review of financial results shown in
the figures be accepted as read?

Agreed.
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2. Increased operating expenses due principally to high wage rates more
than offset a gain of 8-1 per cent in operating revenues during 1952, and
despite the attainment of a new record in the volume of freight traffic, net
operating revenues declined by $4-3 million compared with 1951. After taking
account of the changes made by The Canadian National Railways Capital
Revision Act, 1952 (described on page 13), which had the effect of bringing
the ratio between fixed interest-bearing debt and equity capital to a basis
more nearly comparable with that of other large railways, there emerged in
the final outcome a very modest surplus to be paid as a dividend on Preferred
Stock.

3. Even this small surplus was only made possible- because of a non-
recurring credit to operating expenses of $3-1 million, and because of the fact
that 1952 accounts were not charged with a retroactive wage settlement of
$4-5 million, granted to trainmen and firemen as from April 1, 1952, on which
agreement was not reached until February, 1953, after the closing of 1952
accounts.

4. Allowing for these two factors, there would have been an income deficit
of nearly $7,500,000. Nevertheless, this deficit could also have been met had it
been possible to obtain, within the year 1952, consequential increases in freight
rates and other charges following a major wage settlement with non-operating
employees signed in December and retroactive to September, 1952. Despite an
emergency hearing and action by the Board of Transport Commissioners the
Railway was faced once again with the impossibility of recovering its revenues
on a retroactive basis to meet wage adjustments which reach back into the
past.

5. In order to obtain a perspective of the 1952 results it is useful to make
a comparison with 1928, the last year (apart from the war years 1941-45
inclusive) in which Canadian National reported an income surplus. Broadly
speaking, the cost of railway materials and labour has moved forward in step
with the general level of prices and wages during the intervening period, but
railway freight rates have not. Over the past twenty-five years the average
hourly earnings of Canadian railway employees have more than doubled, while
the general price level as represented by the index of wholesale prices has
shown an increase of over 80 per cent. In strong contrast to this pattern, the
price of Canadian National freight services, as measured by the average revenue
per ton mile, has risen by only 38 per cent. Freight revenues, it may be
observed, generally account for at least three-quarters of gross System
revenues.

6. In the face of this divergent trend of cost and rate levels, it is not
surprising to find that the System ratio of operating expenses to operating
revenue has worsened from 81:99 per cent in 1928 to 94:02 per cent in 1952.
Indeed, were it not for a remarkable increase in efficiency of the Railway
machine, having regard to the higher traffic levels, the financial results for
1952 would have been vastly different. The benefit of this over-all improvement
in productivity amounts to many millions of dollars; all of this and more has
been passed on to employees and the users of Railway services. It is repre-
sented on the one hand by increased compensation, and on the other by the

lowest average level of freight rates to be found in any country in the Western
world.

® Mr. MACDONNELL: Does that include all countries?

Mr. GorpoNn: It includes all the countries with our standard of living and
general outlook towards life.
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7. The spread between the prices of Railway freight and passenger services,
and the average prices of all other goods and services (which have a direct
impact on rail expenses) has been particularly marked in the years following
1939, and-for this reason the comparative price movements have been set out
in chart form on page 10.

I think it might be useful if the committee took a glance at page ten when
you will see on the lefthand side a chart showing how the gap between whole-
sale prices and the average price of freight service, the black line underneath,
has widened steadily. The white line is the curve or chart of the wholesale
prices and the black line shows the extent to which the revenue per ton mile
has risen since 1939.

You will notice it starts at 1939 and it shows a 43 per cent increase.

Volume of Freight Traffic

8. The volume of freight traffic handled in 1952, as indicated by revenue
net ton miles, exceeded by 5:5 per cent the record established in 1951. This
measure of outputs is the product of the tonnage carried multiplied by the
average distance over which the traffic moved. Revenue tonnage amounted
to 90-1 million tons, an increase of negligible proportions, but with an increase
in average haul from 407 to 427 miles the total output of ton miles rose to
38-4 billions.

9. Changes in the character of tonnage handled during 1952 had an adverse
effect on the revenue yield of the record volume of traffic. Practically all of
the commodities showing major increases were in the low-rated category, the
heavy export grain movement being subject to the statutory Crowsnest Pass
rates. Conversely, the majority of commodities moving in decreased volume,
with the exception of pulpwood and bituminous coal, were in the higher-rated
category.

10. Specifically, the increase in grain traffic amounted to nearly three
million tons, or 25 per cent, this being due to the record harvest as well as
unusually heavy movements throughout the year resulting from the large
carry-over of stocks from the 1951 crop. Substantial increases were also
recorded in gravel, sand, stone, and cement, reflecting a high level of activity
in the construction industry. Heavier movements of crude and fuel oil, gaso-
line, machinery, and ores and concentrates, resulted from the steady rise in
activity in the petroleum and mining industries.

11. The greatest decrease in tonnage occurred in pulpwood shipments,
which declined by more than one million tons, or 15-2 per cent, as paper mills
drew on stock piles accumulated throughout 1951 and early 1952. Other
important decreases were shown in bituminous coal, lumber, wood pulp and
paper products other than newsprint, as a consequence of market conditions.
Restrictions imposed by the United States Government following the outbreak
of foot and mouth disease in Saskatchewan were the major influence in a
decline of 9-8 per cent in animal products. Steel shortages, leading to curtailed
production, resulted in lower traffic in automobiles and parts on the subsidiary
Grand Trunk Western lines. Other miscellaneous and manufactured com-
modities, together with less-carload tonnage, also showed decreases compared
with 1951.

Freight Rates

12. The following are the more important freight rate changes authorized
by the Board of Transport Commissioners during 1952:
1. Effective February 11, 1952, a 4-46 per cent increase brought about
by substituting 17 per cent in place of the 12 per cent increase granted
on July 4, 1951.
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2. Effective May 1, 1952, the railways were required to apply, on
traffic moving over the so-called “bridge” territory between Eastern and
Western Canada, general reductions of 2-53 per cent on the basic rate and
5-8¢ per hundred pounds with certain exceptions. This Order was issued
pursuant to legislation arising from recommendations of the Royal Com-
mission on Transportation, as referred to in the last Annual Report. The
railways are permitted to seek a compensatory subsidy from Government
up to an aggregate amount of $7 million per year for both major railways.

3. Effective May 2, 1952, an increase of 15 per cent on international
and related traffic in lieu of an earlier increase ranging from 6 to 9 per
cent which had been made effective on August 28, 1951. These Orders
followed parallel action by the Interstate Commerce Commission in the
United States.

4. Adjustments were authorized in Schedule “A” class rates in Eastern
Canada, in export and import class rates between Eastern Canada and
Atlantic seaboard ports, and in domestic grain rates applying within
Western Canada.

5. Effective January 1, 1953, a general increase of 9 per cent with
graduated increases of from 10 to 20¢ per ton on coal and coke. This
award followed an application by the Railway Association of Canada for
a 9 per cent increase calculated to recoup, in respect of employees engaged
in freight and passenger services only, the additional cost arising from the
wage settlement with the non-operating group effective September 1st.
It was stated that the applicants would give further consideration to such
increases in rates and tolls for other services as might be practicable with
a view to recovering the balance of the additional wage expense.

13. In all of the foregoing awards no charge was made in the statutory
Crowsnest Pass rates on grain and grain products.

14. The net result of the foregoing changes in rates effected in 1952, and
changes in the composition of freight traffic as described in the preceding section,
was a modest increase in the average revenue per ton mile for the System. In
1952 the unit revenue amounted to 1.397¢ compared with 1.369¢ in 1951.

15. At the time of writing this Report there was pending a decision by
the Board on an application by the Railway Association of Canada for a general
increase of 7% with graduated increases of 10 to 20¢ per ton on coal and coke.

16. Studies under the General Freight Rates Investigation, directed by
Order-in-Council P.C. 1487 of April 7, 1948, were continued during the year
with a particular emphasis on rate equalization. On December 12th the Board
issued a Judgment specifying a uniform scale of mileage class rates for applica-
tion between points west of Levis, Diamond and Boundary, Que., and tentatively
set January 1, 1954, as the effective date. The Board’s stated purpose in
specifying this scale was to provide something concrete to be examined during
public hearings which will be held in various parts of Canada during 1953 on
the general subject of equalization, which involves, among other things,
consideration of the revisions to be made in the Canadian Freight Classification.

Passenger Traffic

17. Various fare adjustments and increased patronage combined to raise
passenger revenues by. 2-19, to $48,466,128. Heavier military travel more
' than offset the decline in immigrant traffic which occurred in the latter half
of the year. The total number of passengers increased by 8:7% to 18,832,815,
but since the average journey declined markedly, the total passenger miles
rose by less than 29%.

72990—2
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18. Moderate increases in certain minimum and competitive fares, together
with higher minimum charges for sleeping and parlor car accommodation,
were put into effect during the year. ~

Express Traffic

19. Increased rates accompanied by a record-breaking number of express
shipments accounted for an increase of nearly 17% in express revenues com-
pared with 1951.

20. The increased charges were applied principally to special commodity
tariffs and to the standard rates on small shipments of less than one hundred
pounds. The number of express shipments handled during the year amounted
to 24,548,248, showing an increase of nearly 6% above the previous record
established in 1951.

Communications Traffic

21. Communications revenues rose by 15-39% to a new peak during 1952,
as the result of higher message rates and a substantial increase in the volume
of private leased wire business. Increased rentals for teletypes and associated
equipment contributed in lesser degree to the higher level of earnings.

22. Following the wage settlement with the non-operating group, in
which Communications Department employees were included, tarifs were filed
with the Board of Transport Commissioners increasing message rates by an
average of 10-99. These tariffs were approved to take effect on February 1,
1953. -

Operating Expenses

23. Increased wage rates constituted the major factor in raising the 1952
level of operating expenses to an all-time high. Higher prices' for materials,
increased pension cost, and other expenses related to the additional traffic
volume also contributed to a total increase in expenses of 9:49% over the
previous year.

24. A non-recurring credit to maintenance expenses of $3-1 million resulted
from the closing out of a reserve for amortization of defence projects which
had been accrued during the war years in the expectation that certain capital
projects initiated to meet defence requirements would be a burden on the
System during normal peacetime conditions. Post-war events have so altered
the circumstances that the reserve is no longer necessary.

Employee Compensation

25. Compared to 1951 the additional pay roll costs arising from higher
wage rates amounted to $22-3 million. Of this amount $8-4 million was
attributable to the impact throughout a full year of the forty-hour week,
with maintenance of take-home pay, introduced on June 1, 1951, as part of an
earlier settlement with non-operating employees.

26. The major wage settlement made during 1952 emerged from negotiations
conducted with a committee appointed by seventeen railway unions repre-
sentative of the non-operating employees, whose two-year contracts expired
on September 1st. Based on the award of a Conciliation Board under the
chairmanship of Mr. Justice R. L. Kellock, the final agreement, dated Decem-
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ber 19th, provided for an increase of 7% and 7¢ per hour (averaging 12-4%
overall) retroactive to September 1st, and an arrangement for the check-off
of union dues. The cost of this settlement for 1952 amounted to $9,657,000.
On an annual basis the estimated cost will be $29 million.

27. New agreements were signed with locomotive engineers and conductors,
awarding wage increases ranging from 11% to 1139%. Other settlements made
during 1952 affected smaller groups of employees covered by eight agreements.

28. As the year ended, two disputes, arising out of negotiations begun in
February, 1952, with representatives of the trainmen and firemen, were under
consideration by two .separate Boards of Conciliation and Investigation.

29. On January 5, 1953, the Board dealing with the trainmen’s case issued a
majority report, which was accepted by the railways, recommending a 129%
wage increase with certain changes in working rules. The rejection by the
trainmen’s organization of this report was coupled with a notice to the railways
of intention to strike on February 2nd failing a settlement of the dispute.
Negotiations were conducted in Montreal between January 19th and January
28th, and resumed in Ottawa at the direct request of the Prime Minister. On
January 29th agreement in principle was reached, to be followed by further
negotiations, on the basis of a 129 increase (later made retroactive to April 1,
1952) and a forty-hour week for yard service employees effective October 1,
1953.

30. A settlement with the firemen’s organization was reached on February
10, 1953, providing for a 129 increase retroactive to April 1, 1952 and a
further increase of 19 for yard service employees effective February 16, 1953.

31. On May 23rd the United States Government returned to ownership
control all railways in the United States, including subsidiary lines of the
Canadian National, which had been taken over under an Executive Order
dated August 25, 1950, because of a threatened strike at that time by operating
trades employees. Agreements subsequently made between the Carriers’ Con-
ference Committees and employee representatives brought the dispute to a
final conclusion in May, 1952.

Prices

32. It is estimated that increased prices for railway materials added
$11-9 million to operating expenses in 1952. During the year the prices of a
wide range of miscellaneous items declined, but the prices of such major
items as ties and steel products continued to rise.

Taxes, Rents and other Income Accounts

33. The net debit arising from this group of accounts, as set forth on
page 24, showed an increase of $3-2 million compared to the previous year.
This change is largely explained by the inclusion of $4-5 million of non-
recurring credits in the 1951 accounts; by a gain of $1-8 million in United
States and Sterling currency transactions due to a further appreciation of
the Canadian dollar; and by an increase of nearly $800,000 in municipal and
other taxes.

Hotel Operations

.34. Both gross revenues and expenses from the operation of nine Canadian
Natlonal hotels and three summer resort lodges increased to record heights
in 1952, producing a net result slightly less than in the preceding year.

72990—2%
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35. Gross revenues amounted to $9,291,444, reflecting an improvement in
revenues at year-round hotels due to increased room and meal prices. Reve-
nues from Jasper Park Lodge decreased by $178,000 as a consequence of
the destruction of the main building by a fire of undetermined origin on July
15th. Despite this disaster the Lodge was kept in operation by various expedi-
ents for the balance of the season, and with such success that total patronage
for the year showed a decrease of only 25% compared with 1951. The number
of guests accommodated at the year-round hotels declined slightly to 607,436.

36. Total operating expenses increased by 1:19% to $8,755,935, due prin-
cipally to selective wage increases effected locally at each hotel and summer
resort.

37. Retirement accounting, in which the book values of assets are charged
out to operating expense at the time the assets are taken out of service, is the
procedure followed in respect of the Canadian National Hotel Department.

38. The net operating income from Hotel Department operations for the
year amounted to $535,509, compared to $588,485 in the preceding year. The
former amount would be reduced by $279,270 if, in lieu of retirement account-
ing, straight line depreciation were applied on a current basis using a rate
of 29,. Whether or not depreciation accounting should be introduced will
be determined as part of a policy review of those accounting procedures which
are most likely to give a realistic picture of operating results.

39. The net operating income cited above makes no allowance for the
capital invested in hotel properties, which at January 1, 1952, stood at $31-3
million. To recover 3:61% on this investment, as a minimum rate of return
representing the average interest cost to the System during 1952 of borrowed
capital, would require a net operating income of $1,130,000.

Property Investment Account

40. As shown on page 30, expenditures during the year on additions and
betterments, less the book value of property retired or transferred, amounted
to $124,956,219, of which $81,428,578 represented net expenditures on equipment.

41. Major improvements to road property are dealt with under appropriate
headings in the next section of this Report.

42. New construction and improvements in System hotels made good pro-
gress during 1952. At the year-end approximately 909 of the work was
completed on the new wing of the Macdonald Hotel, Edmonton. At the
Newfoundland Hotel, in St. John’s, the ballroom, the main dining room, the
new laundry wing, and two of the three bedroom sections were completed
and in operation. Work was well in hand on a new fireproof central building
for Jasper Park Lodge, planning having started immediately after the old
building was destroyed, with the objective of having the Lodge in full operation
for the start of the 1953 season.

46. As a consequence of these adjustments the proportion of total capital-
ization represented by equity capital in Shareholder’s Account was raised
from 34.59% to 67.29% at the beginning of 1952, and the proportlon of borrowed
capital was correspondingly reduced.

47. The provisions made for annual purchase of Preferred Stock by
Government for a period of nine years up to and including 1960, and for the
waiver during the ten-year period of interest on $100 million of debt, con-
template that a review will be made at the appropriate time of the practical
effects of the capital revision plan embodied in this Act.
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Corporate Reorganization

48. During the year a plan was devised for the rationalization of the
Canadian National corporate structure, which presently consists of 79 in-
dividual companies. The ultimate objective is the consolidation of as many
as possible of these companies into perhaps ten major corporate entities:
Financing in 1952

49. Proceeds from the sale of preferred stock to Government in 1952
amounted to $18,486,540. As shown on page 34, the net increase in borrowed
capital, after debt retirements of $9,702,206, amounted to $97,164,590.

REVIEW OF OPERATIONS

Operating Performance

1. The most notable feature of the 1952 operations was the continued
improvement in freight train performance resulting from the increased use of
diesel locomotives, which accounted for nearly 239 of the gross ton miles
produced during the year. Freight trains handled more tonnage per train
than in any previous year at an average speed equal to the previously recorded
peak, establishing a new high of 30,002 gross ton miles per freight train hour.

2. Other aspects of the year’s performance are worthy of mention. The
average on-time record of principal passenger trains was better than in any
year since 1941. Utilization of diesel power was maintained at a high level.
Utilization of steam power showed some decline, but no more than was
anticipated because of its gradual displacement by diesel power and the
relegation of steam engines to lighter traffic runs. Freight and passenger car
utilization was maintained at a higher level than in 1951, despite the ad-
ditional equipment acquired and the greater number of cars on line. In fact
freight car utilization was better than in any year since 1945 when wartime
carloading regulations were in effect and the longer average haul permitted
better mileage per car to be obtained.

3. In order to present a consistent basis for comparison the foregoing
figures exclude the Newfoundland District.

Equipment and Research
Motive Power

4. Plans for the selective introduction of diesel power were progressed
during 1952 by placing in service 115 diesel locomotive units. As shown on

page 38, this brought to 395 the total number of units on hand at the year
end.

5. Regarded from the standpoint of service assignment, the five-year
dieselization programme as projected through 1956 is made up of four com-
ponent parts, covering the use of diesels in through freight, switching, way
freight, and passenger operations. By the end of 1952 the programme for
switchers was 209 complete, and the programme for road diesels (used in
through freight service) was 349, complete. This pattern was based on the
underlying principle that the type of diesel power acquired and its assign-
ment in service, should be scheduled so as to yield the optimum return on
investment. Studies have shown that, generally speaking, the greatest eco-
nomies are derived from the initial stages of dieselizing through freight and
switching operations, and for this reason the programme in respect of way
freight and passenger service was not started in 1952.
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6. Other technological developments in the motive power field continued
to be watched during the year. Visits were made in the United States and
Europe by technical officers of the Company to the scene of operations and
research concerned with the gas turbine and the use of locomotives employing
mechanical drive. While the results observed to date do not call for modifica-
tion of present plans, the Management’s long range policies do allow for the
factor of obsolescence and leave scope for promising new developments in the
field.

7. The conversion of 35 steam locomotives from coal to oil-burning was
completed in 1952, thereby advancing a programme aimed at achieving the
economies obtainable from usmg crude oil close to sources of supply in
Western Canada.

Freight Equipment

8. The use of roller bearings on freight car equipment was introduced for
the first time late in 1952 with the appearance in service of six 50-ton flat
cars adapted for the rail movement of highway semi-trailers between Mont-
real and Toronto. This type of operation involves high speed movement under
competitive conditions which place particular emphasis on regularity of serv-
ice, and the schedules are such that it is possible to obtain a high degree of
utilization of equipment. These are among the factors which combined to
make a special case for the experimental use of roller bearings, despite the
higher initial cost compared with standard journal bearings. Policy in respect
of a wider application to freight equipment will depend on the results of
analytical studies currently in hand.

Passenger Equipment

9. Both higher speeds and riding comfort are involved in considering the
use of roller bearings on passenger-carrying cars. The decision has been
taken to so equip all new passenger cars and all air-conditioned dining cars.
The same policy applies to cars selected for modernization in Canadian Na-
tional shops, thirty-six of which were completed in 1952.

10. A number of economy features were introduced into the specifica-
tions for new passenger equipment ordered in 1952. Four instead of six-
wheel trucks have been adopted as standard for all new passenger-carrying
cars; excellent riding qualities and the safety factor will be assured by the
use of truck assemblies of a new design embodying the latest type of shock-
absorbing gear. In addition, wherever practicable, specifications call for single
instead of double vestibule cars, thereby making more passenger accommoda-
tion available in each car. Generally, in respect of layout and materials used,
the new cars have been designed to provide for the most efficient use of space
consistent with modern standards of comfort and convenience for the pas-

senger.

11. Encouraging results have been obtained from the use in branch line
service of a reconditioned and modernized diesel railcar and two matching
trailers, and immediate plans are being made to rehabilitate five power units
for use singly or in combination with one or two trailers.

12. Six new light-weight electric cars and twelvé matching trailers for
suburban operations through the Mount Royal Tunnel were delivered and
placed in service during 1952.
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Signalling and Track Equipment

13. The installation of Centralized Traffic Control was complete& on the
Holly Subdivision, a 35-mile single track line between double track main
lines at Pontiac and Durand, Michigan.

14. On the Kashobowie Subdivision, which handles heavy traffic including
iron ore, two signalling projects were begun during the year. Centralized
Traffic Control is being installed on the 106-mile single track section between
Atikokan and Conmee, Ont., and automatic block signals are being placed on
the double track between Conmee and Port Arthur, a distance of 36 miles.

15. Work was continued during 1952 on a ten-year programme (1948-1957
inclusive) for providing automatic block signals on the 512 miles of main
line from Jasper to Port Mann, the operating terminal for Vancouver. In-
stallation was well advanced on the 26 miles between Ashcroft and Spence’s
Bridge, B.C., and brought to completion in February, 1953, at which time there
was a total of 185 miles of automatic signals in service in this mountain
.territory.

16. Reflecting the accelerated trend towards mechanization of track main-
tenance following the introduction in June, 1951, of a forty-hour week, 303
power tools and machines were acquired during 1952. These units included
8 mobile multiple unit tie tampers, of which there are now 19 in service.

Communications

17. Despite continuing delays in the delivery of new equipment an in-
crease of nearly 429, in carrier channel mileage was achieved during the
year. Further progress was made in mechanizing the handling of commercial
message traffic, and the modernization of equipment used in broadcasting
service was practically completed at the year-end.

Other Research

Research activities were expanded during the year in connection with
process and quality control of materials, and the development of Railway
equipment.

A rust inhibitor to control brine corrosion was successfully developed and
has been put into use in standard refrigerator cars.

Advances were made in the scientific control of laundering processes,
the use of textiles, and both ferrous and non-ferrous metals. Research has
also entered into the field of reclaiming materials, and substantial progress
has been made in the reconditioning of lubricants and the salvage and recon-
ditioning of car springs. .

Experiments have been continued in the field of mechanical refrigeration
in refrigerator car service, but as yet without conclusive results. The special
type of self-contained air-conditioning, lighting and heating unit for passenger
equipment developed in co-operation with an English engineering firm has
advanced to the point where the equipment is now ready for installation in
a passenger car. Tests will be conducted during 1953.

An experimental lightweight refrigerator car, using aluminum and ply-
wood for weight reduction and monel metal for resistance to corrosion from
brine, is under construction. This car will use a novel type of lightweight
aluminum foil insulation and will be equipped with a circulating brine system
designed to give uniform, controlled temperature throughout the car.
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Another interesting research project has been the development of a
specialized type of less-carload container for the transportation of fresh chilled
fish and other similar products. This container operates on a novel principle,
for which patents are being sought.

The serviceability of passenger and freight car equipment was well main-
tained during 1952. )

The basic inventory position in respect of freight car equipment was im-
proved by the net addition of 4,785 units, as detailed on page 38. Shortages
continue to be experienced, however, in certain types of equipment, such as
refrigerators, which are used intensively in seasonal traffic movements.

As explained in the previous Annual Report, steel shortages and defence
priorities have stood in the way of substantial additions to ‘passenger car
inventory during recent years. In 1952 the total number of cars on hand actu-
ally declined because of the retirement of old equipment, including 39 wooden
coaches, of which there are still 481 in service. However, large orders for"
new equipment were successfully placed during the year, and engineering
details are well in hand so that production can be undertaken in 1953.

The condition of the roadbed, track and structure was improved as the
result of work accomplished under the 1952 maintenance programme. In
certain instances, however, the designed programme was not fulfilled because
of supply conditions. This was particularly true of the rail-laying programme
which contemplated the installation of 805 track miles of new rail; due to
a persistent steel shortage and late deliveries, actual installation amounted to
only 574 track miles. This is regarded as serious, and every effort will be
made to remedy the situation as new rail becomes available in 1953.

Terminal Facilities

Further steps were taken during 1952 to alleviate the problem of con-
gestion in yard and terminal facilities.

Studies of the traffic flow through strategic terminals were followed by
revisions in the procedure of marshalling trains which have proved effective
in expediting car movements.

At Mimico Yards in Toronto Terminals all major track extensions were
completed, and work was begun on a yard inter-communication system.

Planning for the new hump yard to be constructed in the Cote de Liesse
area in Montreal was advanced during the year, and a start was made on the
acquisition of the necessary land. Concurrently, work proceeded in Turcot
Yards on the rearrangement and extension of trackage required to handle the
current volume of traffic. .

At Bonaventure Freight Terminals the four-storey office building, an
extension to the inbound shed, and the shed office building were completed,
and a contract was awarded late in the year for the foundations of a new
bonded shed. Work was progressed on a programme of extension and re-
arrangement of the tracks serving Bonaventure freight sheds.

The through extension of four stub tracks in Central Station, Montreal,
was completed, and work on the extension of the sub-track area for express
operations was continued.

The adjustment of locomotive repair shop facilities was proceeded with
during the year in order to meet changing requirements which stem from
the dieselization programme. At Moncton and Point St. Charles (Montreal)
portions of the shop space formerly devoted to steam locomotive repairs were
converted to provide for heavy maintenance work on diesel units. For lighter
diesel maintenance an extension to the electric locomotive shop in Point St.
Charles and a new diesel shop building at Fort Erie were started during the
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year. Modifications were also begun to roundhouses at Transcona (Winnipeg),
Neebing (Fort William) and Campbellton for the accommodation of diesel
locomotives.

Important additions to the facilities for maintenance of rolling stock were
made with the completion in 1952 of a new paint shop at Point St. Charles,
and a new wheel shop at Edmonton which will supply Western Region require-
ments.

In order to provide for a planned increase in iron ore shipments from
the Steep Rock area, work was begun late in 1952 on the construction of a
600-foot extension to the iron ore dock at Port Arthur. The new structure,
estimated to cost $3.2 million, will double the handling capacity of the present
facilities, and is expected to be completed in 1954.

Coastal Steamship Services

Two new vessels of the “Bar Haven” type, each of 1,138 gross tons, were
ordered during the year for the Newfoundland coastal services. One vessel
will replace the S.S. Glencoe, now fifty-two years old, and the other will be
assigned to the east coast run to improve the service currently being provided
by two small motor ships. Delivery of the new vessels is scheduled for the
summer and autumn of 1955.

Preparatory studies were undertaken during the year with a view to
determining the most suitable type of vessel to replace the forty-two year-old
S.S. Prince Rupert now operating in the Pacific coastal service between Van-
couver, Prince Rupert and Alaskan ports.

GENERAL

Participation in Economic Development

The continuing expansion of the Canadian economy in 1952 provided
further opportunities for demonstrating the vital role played by Canadian
National in the industrial life of the nation. .

At various centres across Canada 282 industrial spur tracks, totalling 68.1
miles in length, were constructed by the Railway during the year.

The technical advice of the Company’s industrial development officers was
sought during the year by a number of firms planning expansion of their
operations. Inquiries were received from American British and European
interests as well as from Canadian firms.

At Prince Rupert, work was commenced late in 1952 on the construction
of a marine slip for handling rail carioads to and from barges being operated
by the Alaska-British Columbia Transportation Company between Prince
Rupert and Ketchikan, Alaska. As a preliminary phase of this project a
temporary slip was completed in February, 1953, to permit the handling of
through traffic required for the construction of a wood pulp plant being built
at Wards Cove, near Ketchikan.

The conclusion of an agreement late in 1952 with the Burrard Inlet Tunnel
and Bridge Company, providing for operations over the Second Narrows
Bridge, and the completion of an arrangement for the taking over by Canadian
National of National Harbours Board trackage on both sides of Burrard Inlet,

has opened the way for the development of a new and large industrial area
in North Vancouver.



26 SESSIONAL COMMITTEE

New Branch Lines

By the end of the year 98 per cent of the right-of-way had been cleared

for the 150-mile branch line which is being built from Sherridon to Lynn
Lake, Man. Rail was laid to Mile 54.2, just north of the Churchill River where
. the three channels have been spanned by steel bridges. It is expected that
the line will be ready for operation by the end of 1953.

Surveys were completed in 1952 for a new branch line of approx1mate1y
46 miles from Terrace to Kitimat, B.C., where a large scale aluminum reduction
plant is being built. Contracts were awarded for clearing and grading opera-
tions and for the sub-structure of a bridge required to carry the line over
the Skeena River. By the end of the year a start had been made on clearing
the right-of-way. Present schedules anticipate completion of the line in 1954.

Economic developments in the Chibougamau area of Northern Quebec, in
the Gaspe Peninsula, and in New Brunswick have been under observation
with an eye to the possibility that further growth may warrant the provision
of rail service.

St. Lawrence Seaway Project

Preparatory studies were continued during the year for the co-ordination
of Canadian National facilities with the planned power development and
navigation works of the St. Lawrence Seaway project. .

Highway Competition

Two innovations in freight handling methods were made in 1952 with a
view to providing better service on merchandise traffic, which is highly com-
petitive as between road and rail carriers.

The “Highball Merchandise Service”, inaugurated on Canadian lines in
November, 1952, provides for the placarding of all less-carload merchandise
cars with a distinctively coloured label which readily identifies this traffic
for special attention. This method has resulted in a marked improvement in
service and will continue to be used.

An experimental service using railway-owned truck trailers loaded on
specially equipped flat cars was introduced on December 1st in merchandise
freight service between Montreal and Toronto. In this operation the trailers
can be loaded at the shipper’s door, hauled by truck-tractors to special ramps
for loading on rail flat cars, and on arrival at destination be delivered directly
to the consignee. Improved service and reduced handling costs are the
advantages offered by this technique, although its use will be limited to situa-
tions where the traffic movement in each direction is reasonably balanced.
The results obtained during the trial period have been encouraging and further
expansion is contemplated.

Co-operation Under the Canadian National-Canadian Pacific Act, 1933

Joint studies aimed at the achievement of co-operative economies, and
concerned with subjects mentioned in the preceding Annual Report were
continued during 1952.

Studies aimed at effecting a greater degree of standardization between
Canadian National and Canadian Pacific in respect of rolling stock were
advanced during the year, and a joint committee was formed to deal specifically
with this matter which, although it does not come within the scope of the above
mentioned Act, is concerned with co-operative economies.

[ R S ——
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Employee Relations

During the past few years it has become increasingly clear that, despite
a generally harmonious background and tradition of good-will, the wage
bargaining aspect of relations between the railways and representatives of the
organized employees leaves something to be desired.

The Management believes that a condition of recurring crises is detrimental
to the best interests of employer and employee alike, and highly undesirable
from the standpoint of the general public. Accordingly we have commenced
a broad survey and review of the attitudes, practices and procedures which
have grown up on either side over the years. Our aim is to examine objectively
and in the light of modern conditions the whole context of labour management
relations, having particular regard to the mutual responsibilities which devolve
‘upon officers of the Railway and of the unions.

During 1952 further attention was given to the development of systematic -
procedures for the selection, training and promotion of employees.

A more extensive programme of on-the-job training for employees in all
departments is under preparation. Steady progress has been made during
the year in training employees in the operation and maintenance of diesel
locomotives, personnel displaced by the diminishing requirements of steam
locomotive maintenance being given every reasonable opportunity to adapt
themselves to the new skills required.

As in most other firms, the effect of depressed conditions in the 1930’s,
when promotional opportunities were rare, has become evident in the lack of
a broad background and experience among those who would normally be
considered eligible for promotion to senior positions. The problem is acute
because of the vacancies created by the unusually large number of retirements
that have occurred in the recent past and are anticipated in the next few
years. To provide a means for the development of administrative and executive
capacity, a six-week Staff Training Course has been planned for the summer
of 1953. This initial undertaking will break new ground, and the results will
be carefully watched with a view to determining future policy.



CONSOLIDATED BALANCE SHEET AT 31sr DECEMBER, 1952

ASSETS
Investments—
Road and equipment property..$2,367,435,701
Improvements on leased property 1,170, 841
Miscellaneous physical property 68,231, 230
—_—  $2,436,837,772

Capital and other reserve funds:

System securities at par...... $ 748, 500
Other assets at cost.......... 3,834,160
4,582, 660
Investments in affiliated com-

N T U g e i S L e 51,256,597
Other investments:

System securities at par. . ... $ 205, 000

Other assets at cost.......... 591,428

796,428
Current Assets—
BB o ok s e e A T e ey $ 15,361,916
R T I R A ey S e 65 4,627,313
Net balance receivable from agents and con-

S R S Ul S 27,324,194
Miscellaneous accounts receivable............ 20,854,458
Material and supplies............o............ 102, 509, 769
Interest and dividends receivable............ 54,562
Accrued accounts receivable.................. 5,810,854
LT T Rk Sl M e R S 781,688

Deferred Assets—
Working fund advances....................... $ 509, 855
Insurance fund:
System securities at par...... $ 5,792, 294

Other assets at cost.......... 7,050, 756
—_— 12,843, 050

Pension fund:
System securities at par...... $ 9,010, 500
Other assets at cost.......... 63,939, 500
_ 72,950, 000

Other deferred assets 2,216, 508

$2,493,473,457

177,324,754

88,519,413

LiABILITIES
Stocks—
Capital stocks of subsidiary companies owned
| o110 b Lo Ry B S e s e

Funded Debt—
Ownod by PUBLIGS i e v oy #he et et
Beold inapoaial TUnda o i o0 0 R s e daty

$ 589,738,535
15,756,294

Government of Canada Loans and Debentures..

Current, Liabilities—

Traffic and car-service balances.............. $ 8,325,518
Audited accounts and wages payable. .. 34,229,213
Miscellaneous accounts payable s 6,828, 764
Government of Canada.............. o 13,956, 542
Interest matured unpaid—Public............. 4,273,390
Unmatured interest accrued.................. 4,784,010
Accrued accounts payable,..........ci.o0inae 18,342,167
T axes acortnd. it Sloind v r ol oo et , 388,041
Other current liabilities...................... 2,019,428
Deferred Liabilities— :
Pengion Liability s - 56 7% v m s it e 72,950, 000
Other deferred liabilities..................... ,890, 349
Reserves and Unadjusted Credits—
InSUranee FesBrVe Kl . oo i sie sai % s e $ 12,843,050
Accrued depreciation—Canadian Lines— ¢
Equipiaent-only.riui: & of oo ittt 171,768, 146
Accrued depreciation—U.S. Lines—Road and
OQUIPIIORL L. .5 55 b i sl i s RN, S 29,474,861
- Ungdjusted croduts. - i Vs s veser s n i e deh 9,802,273
Government of Canada—Shareholder’s Account
—(See note)—
6, 000, 000 sha.res of no par value capital stock
of Canadian National Railway
CIORAPENY v <1 5 vons v e s e % & $§ 396,518,135
754,871,945 shares of 49, preferred stock of
Canadian National Railway Com- y
............................. 754,871,945

pan
. Capital investment of Government of Cam.

in the Canadian Government Railways..... § 379,682,244

$ 4,516,490

605,494, 829
238,055,165

95,147,073

79,840, 349

223, 888, 330

1,531,072, 324

8¢
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Unadjusted Debits— Contingent Liabilities—

g T R W SR | SRR ) ey B ~ T8 928, 168 Major contingent liabilities, as shown on
Discount on funded debt 3,045,818 - page 32.
Other unadjusted debts...................... 4,722,950
R e g 8,696, 936
$2,768, 014, 560 ; $2,768,014, 560
Sterling and United States currencies converted at par of exchange. Nore:—The capital stock of the Canadian National Railway Company (other

than the four percent preferred stock) and the capital investment of Her Majesty e
in the Canadian Government Railways are included in the net debt of Canada Y
and are disclosed in the historical record of government assistance to railways 3
as shown in the Public Accounts of Canada. :

T. J. GRACEY,
Comptroller.

L

CERTIFICATE OF AUDITORS

We have examined the books and records of the companies comprising the Canadian National Railway System for the year
ended the 31st December, 1952.

In our opinion, proper books of account have been kept by the System, and the consolidated balance sheet at the 31st December,
1952, and the relative consolidated income account for the year ended that date have been prepared on a basis consistent with that
of the preceding year and are in agreement with the books of the System. The capital structure of the Canadian National Railways
has been revised in accordance with the provisions of The Canadian National Railways Capital Revision Act, 1952.

_ The total amount of the investments in fixed properties and equipment as brought into the System accounts at the 1st January,
1923, from the books of the several corporations and the Canadian Government Railways was accepted by us.

On the Canadian Lines, depreciation accounting for equipment has been applied from the 1st January, 1940, retirement accounting
continuing in effect for fixed properties.

Subsequent to the year end, settlement has been reached with the Brotherhood of Railroad Firemen and agreement in principle
has been reached with the Brotherhood of Railroad Trainmen, resulting in wage increases retroactive to the'lst April, 1952, which
have not been given effect to in the accounts under review.

In our opinion, subject to the foregoing, the above considered balance sheet and the relative consolidated income account are
properly drawn up so as to give a true and fair view of the state of the System’s affairs at the 31st December, 1952, and of the
consolidated income and expense for the year.

The transactions of the System that have come under our notice have, in our opinion, been within the powers of the System.
We are reporting to Parliament in respect of our annual audit.

ODNIddIHS ANV SAVMTIVY

GEORGE A. TOUCHE & CO.
2nd March, 1953. Chartered Accountants.

o
©
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CONSOLIDATED INCOME ACCOUNT
: 1952 1951
Railway Operating Revenues— .
PRTolh. oy RS e S i s os p RN SRR S ST R $536,723,241 $498,800, 344
D ASRRNROP o 0t Jvalariie Vo 1oha8 L EA R s & - R N e o o AT S ER Y 48,466,128 47,475,661
§ ) e e Ry S P I i o e N o T o 7,907,232 ,311,445
Expressidenartmnent. . & oo sois o o et ik i S0 2 R R 35,820, 500 30,670,031
Commamications department. /7. 5ot oo s S s T sy 13,870,000 12,032,631
ATEobher: s i e e e R s T Yol Pl v 32,432,314 28,544,008
Total operating revenues.............. ST Sl R $675,219,415 $624,834,120
Railway Operating Expenses—
Maintenance of way and Structures. ........ ... ooviiiiinninnroinsenns $121, 363,896 $111, 560,852
Maintenance of eqQuipIEnt:. . 1. il e b s s e e s A 145,533, 632 135,319,782
Gyt e O A R e r 0 o el el 11,192,183 10,429,825
Eransportation: w07 I 5l b, m3l oot ol s e S e SO EA N S st 316,482,722 291,366, 944
Miscellaneous Gperations; .. b i e S0 Bl s s s o ML e 6,422,539 6,262,293
e PH L R e IS e et L S I T e Sl R e 33,857,943 25,210, 525
Total OPETALINE GXPENBER.  \ .« sessssasansissasssansssnsnssnin $634,852,915 - $580,150,221
Net Operating Revente. ........ [ T R $ 40,366,500  $ 44,683,899
Taxes and Rents— :
Railway tax aeortalgis o il AL e, Lsotes e 500 o U e $ 13,921,243 $ 11,573,914
Equipment rents—INet debiti. ... .aieohiie s s e mvas oo aneos cvoiamos 6,529,937 7,172,396
Joint facility rents—Net debit........ s e BN s L SRS A el 420,996 40,140
Total taxes A Fon bl e e L s e A e 5 $ 20,872,176 $ 19,086,450
Net Railway Operating Income..........co..ooiiiinnnnennnn. $ 19,494,324 $ 25,597,449
Other Income—
Income faom Tensc ol Toatl s J8 Lr b e e 50 s B g e i $ 46,808 $ 51,499
Miscellancous rent ADB0IRe. .., v iuiisant s s s ke o 0o 5w i hins o CaS b vy T 1,220,473 1,109,768
Income from non-transportation property...........c..ovvviiiiiveennnn 727,591 476,693
Results of separately operated properties.....................couvnnn. 721,748 1,079,385
Hotel operating meomne.s it st 2 U onil ol o S s i S ey 535,509 ,485
Dividend ineothe s R Caalsh el S el anon, S s S5 e do s AU U0 S 401,611 414,411
Interost INoOMe . Ciil: & oot Tl R e e et 2 I Sttt o5 B Ul s S8 S P 3 1,785,817 2,242,019
Miscellancous BNSBINE sk S o v Lo s fn o o r a8 5 s oo a4 o e g o B a0 i 1,829,618 1,324,414
Total ot her A ONRe s o R Macerpio s Mo P et AT A $ 7,269,175 $ 7,286,674
Deductions from Income—
Rent for leased oA 5 e aras i o N st gt AL i L i $ 478,483 $ 551,554
Miscellaneous renbBtl i Dol 5 S Rl o Sl = o o N Ve e 676,200 672,809
Interest on unfimdedidebte: & 5 L & S A e R i s s i siele 269,805 236, 287
Amortization of discount on funded debt. S 503,780 573,602
Miscellaneous income charges.............. Ve 384,639 488,825
Profit and loss—Net debit or credif.........voveeiiviirisineininennsns 145,144 1,422,078
Total deductions from INCOMAEG .. 5ee s = ois'vinsvane s vive s basn $ 2,458,051 $ 1,101,004
Net Income Available for Interest. ........o.oovvvieeeninnnn.. $ 24,305,448 $ 31,783,119
Interest Charges—
Interest on funded debt—=Publieis. s B USRI I Jeos Jodihanad 21,848,906 23,467,703
Interest on GoVorNERE FOMEE. i, . . (o Trliu aivis s s 3 slsg vin s B 2 s w8 2,314,215 23,347,412

Income deficit —
Surplus—Payable as a Dividend on 4 per cent preferred stock. $ 142,327

$ 15,031,996

Note:—No income tax payable on 1952 surplus.‘
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OPERATING REVENUES
1952 1951
Operating Revenues—
J e T e R S ST P S A P e AR $528, 128, 689 $490, 290, 463
Payments under Ma.rltlme Freight Rates Act s il d il oh il 4l 50,4 8,594, 552 8,509,881
i et R S e e S e i e e e T P 48,466,128 47,475,661
Beggage:, 005 RS T AR L 157,198 156,839
S R R A O A R S T R O 4,597,819 3,928,087
Parlor and chair car. 403,390 367,699
] e ey e e 7,907,232 7,311,445
Express department...... 35,820, 500 30,670,031
Railway Express Agency.. 758,739 501,836
Other passenger-train. ................ooieoe "] 15,214 14,616
BT EREIIIR T BE e B b el e e ) s T A e B 492,096 500, 883
watchmg ............................................................ 6,184,985 5,564,378
TR e RS N et b i SRSt NSRS | S A D 1,967,514 1,789,914
Dining and buffet 3,666,873 3,350, 653
B S S b et N S R S U SRR o ST, SE L S e T O Ll 357,888 327,897
Station, train and boat pnvxleges ..................................... 454,682 425,966
e B I e e e R L st AR o 75,194 71,299
g R R S o S R O OO S A T 395,825 414,115
Storage—Baggage............... a9 = ) ST o Rl Mo e 1A R L 61,750 57,293
Ve IR RS R S S TR O SR R AR 0 S 2,486,457 2,895,635
Conimunications department. .. it i vt et Siishe e e s s g iy e 13,870,000 12,032, 631
Tetegraph cornmissions (U8 ) o105 St ia st e caibr st an S omiaan e s 11,348 9,800
T S R v e A LR U el e M S KRN R RS e 848,230 743,901
Rents of buildings and other property............. oo 1,075,822 949, 665
T T e e A U vl SRR Y L S ey St (S R 7,612,099 5,664,923
e E R A R R e RS s P SRR S 938,115 934,178
A L i o s e e e A 2 PR S A T G PSR 128,92/ 125,569
$675,219,415  $624,834,120
OPERATING EXPENSES
1952 1951
Maintenance of Way and Structures—

T T o e 1) R S e B A T SR SN $ 8,717,622 $ 7,338,085
A ey TR GIRBEIO0E 1 o 5 otales 2 she s e Fetarid s S0 £ b st e s s a4 12,787,967 12,634,015
SR T @ e e R R B B A R g G 216,100 168,119
Bridges, trestles and culverts.................c. oo 5,149,770 4,468, 840
N I e e L e R 11,592,753 9,850,138
5,858,134 6,834,178
Other track material.................. e 7,345,313 5,717,921
I R T e e S W ok 20 0 e i Y AN g s s 2,303,047 2,092, 985
S RIC I aVing antl BIRTRBINE 5, 117 ¢y ik sokiy i s s s o s sloles oo e X iae 0.0 h 31,874,310 27,983, 529
T T R T G e T e S e Y R PO AP N 1,491,007 1,189,421
AT T Qe T T T AR SRR e B O S TR RS B S 5,584,485 5,079,732
T e G b At N e PR A I SR R RS e 769,475 689,424
T T TR e e L B e T LD S N e S WA 957,370 977,005
TR T e R TR A K SeSt P  CHS SR PR ) 501,188 462,412
TR O T G T T e SRR LR S At AT SRS R RS 4,086,943 3,409,385
N T T A R R S AT L o R AL SR e e 84,543 0, 008
TR T s S R R el Bt | SE S B AU SN I o U 1,734 3,508
b TN T R A T e ST el s S PR s C 297, 636 274,819
R RN OREIOAD O BRI, & . 51 015 o Wi lyns oo s s obiE pia s osmm v b ota ohgtne 6,886, 864 6,074,769
SinnnieandInEerlocRBras i b L e T e e s S e 1,971,025 1,896,862
N I i e (N T e 25, 556 29,125
R OW - G ANB I BB N BYBUOIIN. & s (o iy v soiais i s oo s ahio s sroas & hsis b iy ara s a8 407,851 433,868

L T T T 8 L TN N el 27,780 7,5
Road property—Depreciation—U.S. Lines.............ccovviveiinnns 986,791 963,614
Road property—Retirements................. AT ST e SR S 3,480,979 2,202,655
T TR T T e S R SRR R 01 S e 1,823,227 1,504,292
Dismantling retired road property.... 397,958 317,388
Amortization of defence projects—Cr. i S 001, BT ITlE iy v s s
Sl to0ls @A BUDDIIOR: Sii L5 s 5t e vis s s s doiomesheis e 1,999,679 1,948, 665
Removing snow, iceand sand......................... 5,273, 551 5,519,522
e P T L e B R SO S S SR S I S 812,221 778,943
R e B I e e L L e 7 e w1 Wi e e 958, 437 889, 531
N e e T i R P A i W A GO PN AT 228, 586 268, 557
ORIy SO DRI (00 (02 b p v o stss s rssssie s e Sas sin's s Sraeles oats 157,056 159, 304
T T R e S I R A S R SR TR 61,222 9,509
R L e A e R R T e 96,702 84,670
Ma}ntammg O A I e R B o s Lok s i d 3% o v 8 TS o e 51k 3e SR 1,593,678 1,569,370
Maintaining joint facilities—Cr...........oovvriviniirinienavieinennns 2,893,388 2,830,88)
$121, 363,896 $111, 560,852
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OPERATING EXPENSES—Continued
DU S ? 1952 1951

Maintenance of Equipment
Superintendenge. s St el VBRI T WA e PR '$ 3,171,373 $ 2,013,766
Bhon machinery = REPAIIS:. « Lo o i bt s o oo b o e e Sy | 4,422,577 4,150,423
Power-plant machinery—Repairs. . ..........ccoeeeiiniiiinnnnn.. ol 316, 686 . 238,399
Maohinery—TRetiTeMBITS . . i s e bais o i b s e s & e 4 163, 380 162,897
Machinery—Depreciation—U.S. Lines. . . . <t 2 77,304 76,431
Dismantling retired machinery. ...........c..viviienivneeninnn 13,812 5,862
Steam 10coMTotiVeR—TRODAITE, ;. o va s b shraine b o e e i i e 38,953,152 37,714,654
Other locomotives—Repairs........... R e S e ,835,699 2,253,476
Freight-train cars—Repairs............. EPRENS St eSS EE LE 45,442, 568 40,774,805
Padsenger-train Cars—IRODRITS. . .« i s oot opianis touts shnd piad o dals st o 17,460,733 17,482,277
Floating equIPIent—TReDaITS . . . y. «..ussn oo nd ioos sensision s aioossns 1. 1,659,419 1,746,731
Work equipment—Repairs........................ S o R 8 e TR T 4,173,588 4,085,473
Express department equipment—Repairs............................. 439,349 367,387
Miscellaneous equipment—Repairs. .........oovveeevreeeeneinnnennn.. 288,160 255,375
Miscellaneous equipment—Retirements..............ovvivneineeenn... 12,444 21,421
Pismantling retired équipment. | 0. & S u i a b e Bl S s 330,009 259,987
Bquipment~=Depreciation. . ... 1 it sl Qo aat cad o o s s A St 23,215,889 21,288,394
Express department equipment—Depreeiation........................ 210,036 181,872
Injuries o DEFRORA. 55\ 2 a L e e e s £ L At S 767,755 785,076
HARIEENCE. i i Thee S sl N A S M SRR TR ST S T e L 335,459 354,277
Stationery, and:printitl.. 0 e S ERleE e e R SR AR e S 123,182 117,896
Oihior OXpEnSoB.. T hih i s et e RSl e s NPt S LT o S 124,827 40,263
Joint maintenance of equxpment—D'r .................................. 405,759 362,187
Joint maintenance of equipment—Cr............oviiiiiiiiiiiiiiii . 409,528 819,536

$145, 533, 632 $135,319,782

Traffic— o
Superintendence........... B e e o I s 4 e o s SRt STE $ 3,546,503
Outside agencies 4,179,503
Admorbising . b Ja A s A R N g B b e St i ek 1,317,215
P T VTN G Lo - e e it g L MR s S D MRS s TR Sy S el 2 229,940 188,095
Stationery afidtprtang sty S T e e s L e e e 642,480 593,347
Industrial and’ developmenh. e sl oo LAt R LS AT NS S 3 374,185 341,289
Colonization and ae eRIbREE. c v el rh s iias e e s e e e G e v sl 292,838 263,873

SESSIONAL COMMITTEE

$ 11,192,183

$ 10,429,825

Transportation—
Buperintendancer s 5ok S i S i e R Dl W s ¢ $ 6,923,970
Dispatehing TeRERS i i s s e s o iy it o Calbid i diedsd s e 3,897,405
Station eraployees s il i B w TN O S L s L OB 42,961,957
Weighing, inspection and demurrage bureaus.......................... 174,118
Coal and Ore WDRENORT . & s et N Pl B ke i s o o e 96, 294
Station suppliesand EXpENSes. -« 1l 8 s oD Wl T S s o e s e 3,203,721
Yardmasters:and wHrdClerks . o & ity S hae s Wi s fende ci o v sleis e s 9,275,363
Yard conductors Sne Brakemen . . olc L int 1l Dbt e’ vo 3 vsls 546 0w o4 15,635,247
Yard switch and'signal tenders, J.) s i5u s ket suBee s id s batedaras o 1,589,480
Yard enginopaen. . ol U e (5 e LT Eh e s s 6ih L ARy 5 34 S e A 11,047,299
Yard switchingiuel s his: o ot T 8 5 5 Haliie 773 s S ok s I acasecs s 8,193,471
Yard switching pOWer DroQueed . sites & ot ss evasadios s ssiosons o s 33,720
Yard switching powerpuréhased. . .. e oo oo o i ey s dan'sis svaiin s 102, 501
Water for yard locomotives...... (K 213,171
Lubricants for yard locomotives. ............... s e e e 197,723
Other supplies for yard locomotives...........ccoiiiviriiieiiviiinnn. 142,065
Enginehouse expenses—Yard.. ... .i.. foeeccessessasimaionenes nessss 3,70?,789
Yard stpplios and OXpenses:i s v'is « 1oiit SIS st o oe s e« s's od s &g iqalaios 385,853
Train enginemuOm: iy . o i ks bihrs o cs Rat s 3 Bardd Kok bmio s e ' 3s s 4 00 d B S 26,637,714
rainfuel; . s A b et T o i RO SR S s 1o s 4Th 4 & mwr aiivia s G 54,036,313
Train power produeed. b, 15i5 ks sk sas Bab b e h D iisies i s iahe o b sis O8NS 54,815
Train POWer-DULSRASB 30 )5 s et BT oo RS 2 4« kof o 00 4 oo 162, 680
Water for train 10COmMOtIVeS, . 1 /il cs , cimtiiass sas i v and st s n oo bratiians 1,977,854
Lubricants for train 10ComMOtIVes . .« ... iueveneasseioaiiniiiesinesinn 1,172,206
Other supplies for train 1ocomotives........ooviriiviiiiiiiiiieenannn 721,138
* . Enginehouse expenses—"TTRID. i 7.5« o2 1 < v st Aatadis1ss s 4478 & visio/s's w15 4o 0 12,066,976
Trainmen , 15 v, daid s, s evisl fia sfs A s 2 4 V0 IR By e Kedbard. oo o) fany 9 Bios 31,142,582
Train supplies and eXPONBOE, . e s s i e A W ea e s d Wl s s # 54 433 a5 am 21,592, 551
Operating sleepINE CAPB. & i s id fe ot sy NI P are s (a1s & a wd 'y 4 3,854, 13_(_)
Signal and interlocker operation........¢.civiimmenirisicranciiianen, . 1,043, 087

$ 6,549,007
3,493,374
39,578,843
57,563

Carried forward $262,243,199

$244,422,855
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OPERATING EXPENSES—Continued
: Y 1952 1951
Transportation—Continu
e Brought forward §262,243,190  $244,422,855
Crossing protection....... IR S SR e M S ST S e 1,515,443 1,423,771
Drawbridge operation. ........... PR AL e AT IO ST ool T NRGE SEV 293, 255 262,241
Communication system Operation. .........iceeeveeeeiesaeesneacaaas 11, 524, 650 10,294,736
Operating floating equipment. . ... g is b (et g el N - 0 by 4 6,154,397 4,889,208
Express department Operation. ... ... ..vusessseseransnonaocosssssbois 2,238,894 19,789,936
Stationery and printing................ Sl SR ST S e 1,387,759 1,250,521
T e R Eee L G e R R R S i S S O 2,361,586 2,071,450
Insurance......... L B AR BT e N A O T Toates 249,907 287,882
TR SOOI R AT IT L e s S a0k asp i i i St 4 B Tl o et ARG T 1,059,478 1,014,577
DAINARS EO DEODBTEIIE 1o srie s Sibuein £5 3 iesln o s s Ao 573 5.8 e in Sl on 8w G 8 208,246 181, 640
Damage to live stock on right-of-way............ooooiiiniiiiiiiii 94,957 80,634
Juoss and damaager—Treight o, 8 v S hn s 5 N s 5 sl mie S e ta s o e 3,345,975 2,824,906 i
Loss and damage—Baggage 10,145 9,059
Injuries to persons............... 2,247,474 1,963,296 !
Operating joint yards and terminals—Dr 2,699,932 2,528,986 i
Operating joint yards and terminals—Cr... 2,850,912 2,749,796 ;

Operating joint tracks and facilities—Dr............. . 1,439,024 1,513,750
Operating joint tracks and facilities—Cr. 740,687 692,708 f

$316,482,722  $291,366,944

Miscellaneous Operations—

P RNInE AN DU B BEYW 100, o a e o i 0 S husbars sasote Wiis o o o W Siseioge vaatsdrae o $ 4,855,377 $ 4,816,640
B A AT O L Bl s e s I Bl v gl Vo I e v, arf i oRia e 341,740 335,
R L e R L A TR e o O S BT 365,053 307,783
Other miscellaneous operations 462,830 417,007
Operating joint miscellaneous facilities—Dr........c.ccooiiiinininnn.. 397,539 385,417
$ 6,422,539 $ 6,262,293
General— ]
Salaries and expenses of general officers............oviiiiiiiiiiiinn $ 762,118 S 801,809
Salaries and expenses of clerks and attendants. ....................... 10,806, 672 9,912,021
General office supplies and eXpenses. ... ....ouivirerinneiniieeanaeenn 741,378 . 697,483
o T R RO gt e A SR S e SR L e R e AR Y 614,191 548,465
Relief department expenses 42,500 42,500
L R A R L R AT s 5, T I SRV T O S 19,716,514 12,320,390
R IORER T anc DrIREITIE S r kU e L ot Sl A s bl o e $he e 553,005 465,903
NANAtION GXDONBES. PO Tt P 1St b o TN G aniele s bR 5 BRI b N b e 11,250 10,398
Al T R IR e s N S B PR o e 501,234 308,574
(PSR BTN SV 6 AR § R R R RS Sastee 124,837 118,165
e TR P A R o ) R SN IR O ER (O e T P 15,756 15,183

$ 33,857,943  $ 25,210,525

OPERATING EXPENSES AND TOTAL PAYROLL

. 1939 1951 1952
Operating Expenses—

Total expenses—thousands $182,965 $580,150 $634,853
92:85 94-02

Reroentt Of total TeVenMe LA et vve i i v ve vl Soisvssinnnn 89-77
Distribution of operating expense dollar:— 3 ¢ ¢ ¢
O S ST R R R S AR SR 61-48 60-44 59-75
Materials........c.... ol A s S s b e i B KR e S 29-58 29-91 29-87
L8 T T R MR T e R S A R o 8-94 9:65 10-38
100-00 100-00 100-00
Payroll— .
(Excluding hotel and subsidiary company employees)
Average number of emploOyees. .. .....cuiveeririeitsntarisaes 78,129 121,199 127,930
Total payroll—thousands..............covueunrn. eberal Xk T $122,354  $381,654  $405,541

Average earnings per employee 1,566 $ 3,149 $ 3,170

72990—3
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PROPERTY INVESTMENT ACCOUNT

ExPENDITURES YEAR 1952

Road—
INeWines DonREIUGtOd. . i S8 wriuiis s 2 L0k Yok VELE Bl 210 VTN BSatys $ 6,810,411
Montreal terminal development.............covvrvnrviniannnns 2,425,319
Abandoned lines—Credit............. e 1,415,470
Rails and fastenings. ... ... 2,118,149
Tie plates and TallARChOTEL | 5 i 15 bih i ines b id it ka sk s 533 s it onihh A 3,261,493
02 G T R IR o L U U N A GO i T R U S e R 607,
Liarge freighttorminals . oo 1 i iyt s et 1o bl L s ba s s S AN S b o Gl & 3,924,
Yard tracks ahd SIQIngs. (o5 o0 sv s s kas s aoh e s 5a B LS E IR o8 e 2,691,013
Roadway machines, ... ..oiisitvesstis sibs sietmntonis sttt avsts 1,540,742 -
Bridges, trestles and culverts 1,581,672
Pitnels. o s GET Ca Edea SAR B b e h i SRR e 1 182,846
Crossing protection s v, .5 i T e AR AT SR s A Y das 4 0 473,981
Station s and station facHItIen. . is e is7n s essn s at bbnan sbs s v s vrsed 2,740,704
Water aupplies:. -t o o s b aviins s S e e o s ke 120,405
Shops, enginehouses and machinery.......... 4,157,748
Automatic signals and interlocking plants.... 1,570,208
Communications departmnenti. ji.on s is oo s bsusansssbessidaniehossivss 6, 368, 604
Stores department buildings and equipment..........c..ovvireiunn.. 185,879
General. . ot aa. St st PP ST S R e S0 AR 995, 565
Equipment—
Hauipment puichased ottt o ed o o e o ol s s Ao el § 82,025,662
Equipment retirements—Credit. .....c...oviiiiiiiiniiiiiiiiiiiiians 7,128,668
General befterments to equipmenti i ieivs: caoaiiiivaanasasansisn 5,015,239
Equipment conversions. . it st nl Pala i s 2t di i hn s b auia s e 981, 506
Express and miscellaneous equipment. ........ovveuiineinanrennannnans 534,839
& {077 DRSSPI L ot M ST o i e R e P S A e A T
Separately Operated Properties. ........coceveveuinnn.. T L g A S
Net BEpattIbUTeRs: . di'ssi oo Feos b o,os sonoics as. o 5y oo TRk oE Py ol e ST ER
Capital investment of Government of Canada in the Canadian Government Railways—
Transfer of promert P —Credl il St v ohos a3 30 d iaalenas Pa s vt s nib s ik M arohta
Net increase in property investment 8CCOUNt.........vuvirvnrrrnrreeirinenenns

Total property investment account at 31st. December, 1952, $2,436,837,772.

GOVERNMENT OF CANADA LOANS AND DEBENTURES
PRINCIPAL AND INTEREST

Principal
. outstanding

$ 40,340,985

81,428,578

... 3,102,810

369,116
$125,151,489

195,270
8124, 956,219

Interest
accrued

at 31st Dec. 1952 1952

Liability January 1, 1952, after adjustments under Capital Revision Act, 1952:—
Debenture issued under Capital Revision Act, 1952, maturing January 1,

19728, | Julidu e g i (7 bl o . B 4 b bl AR S 8100, 000, 000 —
Advances for Canadian Government Railways Working Capital 1923.... 16,771,981 —
33% loan Financing & Guarantee Act, 1951.....cconvireiiiiiaiannenacans 4,416,388 $ 165,614

$121, 188,369
Subsequent transactions:i—
Financing & Guarantee Acts—

81% loans—=Act, TOBY . ..., i i & N I S S s & e F T Gy v e e s 17,333,940 578,758

3%% loans—Act (No. 2), 1951 ....................................... 3,225,924 94.(_)10

31% loati—Act TOR L . o s e s s o' %5 4 7e6 %y 3 po™u rf afie 33,277,000 782,522

31% debenture, maturing Sept. 19, 1967—Act, 1952.................. 40,750, 000 449,925
Refunding Acts—

3%% loans—Act, 1947, ....ccineenees S et e Bak e s hdt et e s S5 s fabaiin 2,506, 623 73,847

3}‘72 loans—Act, 1951....c.c00vieieisarse Sdiddoidd i esd i n'e's N Phn pCAtY 9,773,309 169, 539

$228, 055,165 $2,314,215
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FUNDED DEBT—PRINCIPAL AND INTEREST
Guaranteed by Government of Canada—

Principal
Rate Maturity Year issued and outstanding Interest
% (See note) currency in which at 31st Dec., accrued
payable 1952 1952

5 Perpetual G.T.R. Debenture Stock..... . 1875 Sterlmg ....... $ 1,016,092 $ 50,804
5 Perpetual G.W. Debenture Stock........ 1858 Sterling 499,709 24,985
4 Perpetual G.T.R. Debenture Stock. .... 1883 Sterling 5,446,491 217,860
4  Perpetual Nor. Ry. Debenture Stock.... 1884 Sterling 22,591 904
3 July 10, 1953 Can. Nor. 1st Mtge. Deb. Stock 1903 Sterling 1,162,768 34,883
3% July 20, 1958 Can. Nor. 1st Mtge. Deb. Stock 1910 Canadian 5,246,268 183, 620
Sterling 390,239 13,658
3% May 4, 1960 C.N.A. 1st Mtge. Deb. Stock.. 1911 Sterling 550,727 19,275
3% May 19, 1961 C.N.O. 1st Mtge. Deb. Stock.. 1911 Sterling 3,597,518 125,913
3 . Jan.. 1, 1962 G.T.P. 1st Mtge. Bonds....... 1905 Can-US-Stlg. 26 465,130 793,954
4 Jan. 1, 1962 G.T.P. Sterling Bonds........ 1914 Can-US-Stlg. 7,999,074 319,963

Canadian National Issues:—

5 Feb. 1, 1954 30 Year Guaranteed Bonds.... 1924 Canadian 50,000, 000 2,500, 000
4} June 15, 1955 25 Year Guaranteed Bonds.... 1930 Can.-US-Stlg. 48,496,000 2,303, 560
4% Feb. 1, 1956 25 Year Guaranteed Bonds.... 1931 Can.-US-Stlg. 67,368,000 3,031,560

4% July 1, 1957 30 Year Guaranteed Bonds.... 1927 Can-US. 64,136,000 2 886 120
3 Jan. 15, 1959 (a) 20 Year Guaranteed Bonds.... 1939 Canadian 35,000,000 1,050, 000
3 Jan. 3, 1966 (b) 17 Year Guaranteed Bonds.... 1949 Canadian 35,000,000 1,050 000
2% Jan. 2, 1967 (¢) 20 Year Guaranteed Bonds.... 1947 Canadian 50,000,000 1,375,000
2% Sept. 15, 1969 (a) 20 Year Guaranteed Bonds.... 1949 Canadian 70,000,000 2,012, 500
2¢ Jan. 16, 1971 () 21 Year Guaranteed Bonds.... 1950 Canadlan 40,000, 000 1,150,000
23 June 15, 1975 (f) 25 Year Guaranteed Bonds.... 1950 U.S. 6,000, 000 165, 000
5 e o s i R S R $518,396,607 $ 19,309,559
Canadian National Serial Equipment Obligations
2% Sept. 15, 1953 Rrush Beriges Pl o 1938 Canadian $ 600,000 $ 26,239
2 Dee. 1, 1957 TrustBeries “R¢. i oiii s 1947 Canadian 2,800,000 66,267
2} Mar. 15, 1958 Trust Beries 8", i ik iscwidis 1948 Canadian 16,800, 000 369, 396
2% Nov. 1, 1958 Trust Berios T v ctiveieisi 1948 Canadian 12,900, 000 318,469
2% Mar. 15, 1960 PrustiBeries. L iEl v selh 1950 Canadian 16,500, 000 393,937
2§ . Jan. 15, 1961 TrustBeries V. i ive. 1951 Canadian 11,475,000 326,391
e R B e N e $ 61,075,000 $ 1,500,699
Other Issues,
4 Perpetual Can. Nor. Cons. Debent. Stk. 1903 Sterling $ 3,992,930 $ 159,717
4 Perpetual C.N.O. Cons. Debenture Stock 1909 Sterling 889,597 35,584
4  Perpetual C.N.O. Guar. Debent. Stock. 1906 Sterling 465,545 18,622
4 Perpetual Q. & L. St. J. 1st Mtge. Deb.
BlaBle it K e P Sl 1912 Sterling 285,342 11,414
4 Jan. 1, 1955 Can. Atlantic 1st Mtge. Bonds 1905 Can-US-Stlg. 9,947,934 397,918
4 Apr. 1, 1955 G.T.P. 2nd Mtge. Bonds,
B I i s e ns A 1905 Can-US-Stlg. 3,574,530 142,981
4 Apr. 1, 1955 G.T.P. 2nd Mtge. Bonds,
BEounbain B L s e 1905 Can-US-Stlg. 3,144,906 125,796
4 Apr. 1, 1955 G.T.P. 1st Mtge. Bonds, ‘
*Lake Superior’”; .... ). ..... 1905 Can-US-Stlg. 2,152,008 86,080
4 Sept. 1, 1956 Pembroke Southern 1st Mtge.
1906 Canadian 150,000 6,000
2% Mar. 1, 1957 (g)
4 1941 U.S. 640,407 17,535
5 Nov. 15, 1958 Can. Nat. Indebt. to Prov. of
o S T TR R AU LR 1929 Canadian 380,023 19,001
4} Jan. 1, 1980 G.T.W. 1st Mtge. Series “A”
e R e 1930 Can-US-Stlg. 400,000 18,000
e R L s B o S oo s $ 26,023,222 $ 1,038,648
o G TR B A e AR SR $605,494,829 § 21,848,906
Note:—(a) Callable at par on or after Jan. 15, 1954. (e) Callable at par on or after Jan. 16, 1966.
(b) Callable at par on or after Jan. 3, 1961. (f) Callable on or before June 14, 1954, at 102};
(¢) Callable at par on or after Jan. 2, 1964, thereafter at varying redemptlon
premiums
(d) Callable at par on or after Sept.15, 1964. (2) Callable at par at any time. %

72990—3%
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INVESTMENTS IN AFFILIATED COMPANIES

Par value outstanding Book value
an. Nat. Can. Nat.

System System
Company Total  percentage holdings
Stocks— 3
The Belt Railway Company of Chicago.... $ 3,120,000 . 7:69 $ 240,000
Canadian Government Merchant Marine,
VU v IR s SRR RN e ), Sl S 800 100 800
Chicago &.Western Indiana Railroad Com-
oo et el SR R S i R e 5,000,000 20 1,000,
The Detroit & Toledo Shore Line Railroad
CODADANY L it s s s s et brionle vl 3,000,000 50 1,500,000
Detroit Terminal Railroad Company...... 2,000,000 50 1,000,000
Northern Alberta Railways Company..... 12,500,000 50 6,250,000
The Public Markets, Limited.............. 1,150,000 50 575,000
Railway Express Agency, Incorporated (no
parvalue). . sl sl ol e s 1,000 shares 0-6 600
Shawinigan Falls Terminal Railway Com-
AT L T Ay L T 300,000 50 62,500
‘The Toronto Terminals Railway Company. 500, 000 50 250,000
‘The Toledo Terminal Railroad Company. . 4,000,000 9-58 387,200
‘Trans-Canada Air Lines. .........c.oivveee 25,000, 000 100 25,000, 000
Vancouver Hotel Company Limited....... 150, 000 50 75,
$ 36,341,100
Bonds—
Northern Alberta Railways Co. 1st Mort-
gage Bonds. /il S i T $ 23,155,000 50 811,577,500
The Toronto Terminals Railway Co. 1st
Mortgage Bondd, . i R e e ok st 25,610,000 50 12,805,000
—_——— 24,382, 500
Advances—
The Belt Railway Company of Chicago.........ccovevvnevininnns P $ 25,544
Chicago & Western Indiana Railroad Company. .. 3 3,671,460
Northern Alberta Railways Company.......... 150,000
Railway Express Agency, Incorporated.......... i 173,493
Shawinigan Falls Terminal Railway Company............ccovvvinnnn 12,500
_— 4,032,997
Deposit—
Trans-Canada Alr Tanes—Credil .. Lue i oo ce shona pswsnisnssis sbsviis 13,500,000
Total at 31st December, 1952............. $ 51,256,597

Major CONTINGENT LIABILITIES

Chicago & Western Indiana Railroad Company—

Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease dated
May 1, 1952, between Grand Trunk Western Railroad Company and four other proprietary companies.
Obligation is to pay as rental sinking fund payments sufficient to retire bonds at maturity and interest as
it falls due. The Grand Trunk Western’s proportion is one-fifth in the absence of default of any of the other
tenant companies. The bonds are First Collateral Trust Mortgage 43% Sinking Fund Bonds Series ‘A"’
due May 1, 1982, and the amount outstanding at 31st December, 1952, is $64,239,000.

The Detroit & Toledo Shore Line Railroad Company—

Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by indorsement
of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds due January 1, 1953. These
bonds are to be redeemed out of proceeds of $3,000,000 First Mortgage 3}%—30 Year, Series ‘“‘A’’ Bonds,
dated December.1, 1952, which are guaranteed jointly and severally by the Grand Trunk Western Rail-
road Company in respect of principal, interest and sinking fund payments.

The Toledo Terminal Railroad Company—

Assumed by Grand Trunk Western Railroad Company in respect of $6,000,000 First Mortgage 43%—
50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several and not joint. Grand
Trunk Western’s proportion is 9-68%.

C.N.R. Pension Plan—

Reserves have been set up against pensions in force under the 1935 plan, but not for the increase in
allowances granted effective 1st July, 1952, to employees on pension on 1st January, 1952, or in respect of
vensions conditionally accruing to employees in service covered by the 1935 plan or prior plans.
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS

Year 1952 Year 1952
Balance at Adjustment effective
1st Jan., 1952, under Current Balance at

31st Dec. 1951 Capital Revision Act, 1952 transactions 31st Dec., 1952

Equity Capital*— :

apital stock of Canadian Na-

tional Railway Company.. $ 18,000,000 $378,518,135 (a) — $ 396,518,135
Capital stock of The Canadian

ational Railways Securi- ¢ ¢

g R GRS SR A Ll 378,518,135 878,618,135 (a) — —
49, Preferred stock of Cana-

ﬁian National Railway

ORIy S S Sl AE - 736,385,405 (b)  § 18,486,540 754,871,945
Capital investment of Govern-

ment of Canada in the Ca-

nadian Government Rail-

Lt g e o T el g Nl 379,877,514 - 195,270 379,682,244
Government of Canada —
Shareholder’s Account... .. $ 776,395,649 $736,385,405 $ 18,291,270 $1,531,072,324
Percent of capitalization. 34.5% - ; — 64.75%
Borrowed Capital— ;
Fonded debt..i:aiisis ans $ 615,197,035 — 8 9,702,206 $ 605,494,829
Government of Canada loans
and debentures............. 857,573,774 $736,385,405 (b) 106,866,796 228,055,165
$1,472,770,809 $736,385, 405 $ 97,164,590 $ 833,549,994
Percent of capitalization. 65.5% — — 35.25%
Total capitalization...... $2,249,166,458 — $115,455,860 $2,364, 622,318

*Excludes shares of subsidiary companies owned by public — $4,516,490.

Note:—(a) The capital stock of the Securities Trust, previously owned by the Government of Canada,
was transferred to the Canadian National Railway Company in consideration for a like amount
of capital stock of the National Company.

(b) The 49 preferred stock is represented by shares having a par value of one dollar each, in respect
of which non-cumulative dividends shall, from time to time, be paid to the extent that earnings
are available for distribution in any year.

The amount issued under the adjustment authorized by the Capital Revision Act, and for
which a like amount of Government of Canada loans have been cancelled, is gqual to fifty
percent of the Borrowed Capital at 31st December, 1951.

FINANCING

! 3 YEAr 1952
Equity Capital—

4%, Preferred stock of Canadian National Railway Company purchased

DN COvernment ol CANBOR. .. 1, 5. (e 005 vl L aiiy Fead aikvigie $ 18,486,540
Capital investment of Government of Canada in the Canadian Govern- .
S I S e R O A B I e A S e 195,270  $ 18,291,270

Borrowed Capital—
Funded debt — Retirements:—

Equipment Trusts — Serial payments..............cocvvieneannn. 8 9,560,000
23% Newfoundland Railway Registered Instalment Notes........ 1/2,206 9,702,206
Government of Canada loans and debentures:—
Capital expenditures and working capital............c..cooninennn $ 94,586,864
e O B O T e e N %3 ¢ 12,279,932 106,866,796
1 Net increase in borrowed capital $ 97,164,590
Increase in total capitalization.. $115,455,860

The 4% preferred stock purchased by the Government of Canada was issued under the provisions of
The Canadian National Railways Capital Revision Act, 1952. The Act provides that in respect of each
of the years 1952 to 1960, inclusive, the Government shall purchase, at the par value of one dollar each,
shares of stock having a total par value equal to three percent of the gross revenues of the National System.
At the 31st December, 1952, stock has been issued in respect of the revenues for the eleven months ended
the 30th November. The amounts received from the sale of the stock have been utilized for additions
and betterments included in the 1952 budget of capital expenditures.
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM
CarrraL Stocks OWNED BY GOVERNMENT OF CANADA

Company
mumber

1

43

45

46
47

{Canadlan National Railway Company (Common)

Canadian National Railway Company (Preferred)..

CaritaL Stocks OWNED BY SystEM orR PuBLIC

Owned by
Name of issuing company company
number
Atlantic and St. Lawrence Rallroa,d Company.., 1
The Bay of Quinte Railway Company......... 20
The Bessemer and Barry’s Bay Railway Co-

03147 116" ARSI SN S AURTINRS) 1ol i A1 G (L T 3204 20
The Canadian Express Company............... 1
Canadian National Electric Railways.......... 20
Canadian National Express Company.......... 21

*Canadian National Railways (France)—francs

30,000,000 .. Ll st R Rt S R S R 1
The Canadian National Railways Securities

rtat . . i e e T s T ) 1

*Canadian National Realties, Limited.......... 20
Canadian National Rolling Stock Limited. . ... 1
*Canadian National Steamship Company,

Linased e 00 S S ST s .. 30 ey 40

Canadian National Telegraph Company........ 20
*Canadian National Transportation ,Limited.... 1
The Canadian Northern Alberta Railway

(@755 Y g e T R SRt S | 20
Canadxan Northern Manitoba Railway Company 20
The Canadian Northern Ontario Railway

O s s oo T BN 20
Canadian Northern Pacific Railway Company . . 20
The Canadian Northern Quebec Railway Co-

IPARE S IS AU e R v L s oL 20
The Canadian Northern Railway Company..... 1
The Canadian Northern Railway Express Com-

0% by 174 0 e e S RS e SR 20
Canadian Northern Steamships, Limited....... 20
Canadian Northern System Terminals(Limited) 20
Canadian Northern Western Railway Company. 20

he Centmont Corporation. ..........ccocuu.u. 28

ntral ‘Cotunties Ratlway ... i« otu e nipn oo st 1
The Central Ontario Railway.................. 20
Central Vermont Railway, Inc................. 1
Central Vermont Terminal, Inc................. 28
*Central Vermont Transit Corporation.......... 25
Central Vermont Transportation Company.... .. 25, 28
The Champlain and St. Lawrence Railroad

[ 8707 5050 b g S e DT iy 1
*Consohdated Land Corporation................ 43
Duluth Rainy Lake & Winnipeg Railway Com- .
Duluth Winnipeg and Pacific Railroad Com- 4
Duluth Winnipeg and Pacific Railway Company 20
*Grand-Trunk-Milwaukee Car Ferry Company . . 43
The Grand Trunk Pacific Branch Lines Com- o
The Grand Trunk Pacific Development Com-

pany: Eamited. .. 17 Tri s s eas s 41 A 40
The Grand Trunk Pacific Railway Company.... 1
The Grand Trunk Pacific Saskatchewan Rail-

WA COTDDEDI 5 20 T AP 1 O 2 s o » 40
*Grand Trunk Pacific Terminal Elevator Com-

pany, (Lanatted) . o b . e s et e div' s ik g 40

Grand Trunk Western Railroad Company)
(Common) 1

1Grand Trunk Western Railroad Company

(Preferred)

The Great North Western Telegraph Company
of Canada (Including $331,500 held in escrow). 13
The Hahfa.x and South Western Railway Com- g
‘Industnal Lond-COmpany . ;/v. . iuss/ it -wswtss 4113

International Bridge Company............ccuut

Capital stock
issued

$ 6,302,340

1,395,000

125, 000
1,768,800
1,750,000
1,000, 000
1,893,574

5 million shares

, 550,

—
S5e
SO Ov =
S

g gz o8

g

gz
g

3,100, 000
200,000

200, 000

3,000, 000
24,940,200

20, 000
501, 000
20, 000, 000
25,000,000
373,625

1, 000 000
1,000

1, 500, 000

$ 396,518,135
V754,871,945

$1,151, 390,030

Owned by
public
$ 7,840

3,849,200

12,000

6,825
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM (Continued)

Carrras Stocks OwWNED BY SysTEM OR PusLic (Continued)

Owned by
Company Name of issuing company company Capital stock Owned by
number ‘number issued public
48 The James Bay and Eastern Railway Company. 20 ’ 125,000
49 The Lake Superior Terminals Company lexted 20 500, 000
50 The Maganetawan River Railway Company. . 1 30,000
51 Manitoba Northern Railway Company......... 1 500, 000
52 The Marmora Railway and Mining Company.... 20 128, 600
53 The Minnesota and Manitoba Railroad Company . 20 400, 000
54 The Minnesota and Ontario Bridge Company.... 20 © 100,000
55 ‘Montrea.l and Southern Counties Railway Com-
....................................... 1 500,000 140, 600
56 The Montrea.l and Vermont Junction Railway %
BT e SUEEE L i TSGR 28 197,300
57 ‘Montreal Frmt & Produce Terminal Company,
R o o e o R et s ) ) 500
58 *The Montreal Stock Yards Company.......... 1 $ 350,000
59 *The Montreal Warehousing Company........... ¥ 236,000 10,440
60 Mount Royal Tunnel and Terminal Company,
sy as oo o N oL A BOR e DR S e M DI gl 20 5,000,000
61 Muskegon Railway and Navigation Company. . 43 161,293
62 *National Terminals of Canada, Limited. ........ 1 2,500
63 National Transcontinental Railway Branch
LRI BT 1 0o 01 N R L S e R 1 500
64 *The Niagara, St. Catharines and Toronto Rail-
WhY COMBANY oo AV Il S, 20 925,000
65 The Niagars, St. Catharines and Toronto Navi-
gation Company (Limited)................. 64 100,000
66 *The Oshawa Railway Company............... 1 40,000
67 The Ottawa Terminals Railway Company..... 1 250, 000
68 The Pembroke Southern Railway Company. .. 0 107,800
69 Prince George, Limited........ .. .cveeeenanis 1 10,000
70 Princy Rupert, Tamated ., .ot .o doi s ifas by 1 10,000
71 The Quebec and Lake St. John Railway Com-
....................................... 20 4,508,300 489,160
72 The Qu Appelle, Long Lake and Saskatchewan
Railroad and Steamboat Company.......... 20 201,000
73 St.Boniface Western Land Company............ 20 230,000
74 The St Charles and Huron River Railway Com- i 7
....................................... ,000
75 St. Clmr O ORI s o o s vt os tis o sioiaie 4 1 700,000
76 *The Thousand Islands Railway Company...... 1 60, 000
77 The United States and Canada Rail Road Com-
| e R e SR T A L 1 219,400
78 Vermont and Province Line Railroad Company . 1 200,000
79 The Winnipeg Land Company Limited......... 0 100,000 W
,516,490

The income accounts of companies indicated (*) are included in the System income account as ‘“‘Separately
operated properties.”’

Diesel-Electric Locomotives—

EQUIPMENT PLACED IN SERVICE DURING 1952

25 1600 HP road locomotives 6
42 1500 HP road locomotives 4
15 1200 HP road switching locomotives 3
15 1200 HP switching locomotives 6

8 1000 HP switching locomotives 12

Freight Equipment—

1760

660 HP switching locomotives

50-ton box cars 30
30-ton box cars 20

40-ton automobile cars
50-ton flat cars

30-ton flat cars

30-ton stock cars

70-ton triple hopper cars
aluminum hopper cars
70-ton gondola cars
70-ton ballast cars
50-ton refrigerator cars
caboose cars

O Q3 =IO

Passenger Equipment—

sleeping cars

standard baggage cars
postal cars

multiple unit cars
multiple unit trailer cars

Work Equipment—

30 eu. yvd. 50-ton air dump cars

16 cu. yd. 30-ton air dump cars

diesel locomotive cranes, 30-ton

diesel locomotive cranes, 40-ton

scale test—four wheel type, 80,000 1b.
capacity

Jordan spreaders

snow plow

miscellaneous units built from salvage in
railway shops
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INVENTORY OF RAILWAY EQUIPMENT

- On hand Placed Converted Onhand  Orders
Jan. 1, in Retired Added Retired Dec. 31, outstanding

1952  service 1952  Dec. 81, 1952
Locomotives—
Steam—Road........i.ccoviviiinnse 1,901 17 1,884
“  Switching.. P 539 6 533
Electric. ... ..uios. 33 33
Diesel-electric—Road 90 67 157 21
S 5¢ —Road switching.... 30 15 45 6
(o i —Switching......... 160 33 193 26
0P R B 2,753 115 ;A 2,845 53
Freight Equipment—
Boy oatanl g Es Ld gy T 78,928 2,820 1,576 608 79,564 2,150
AIA T conmE et s e o 5,579 900 189 1 97 6,374 166
Block ol Y. S na i, 3,103 10 43 3,070
CoRk 6arai: Bam e S s Dy ariails 15,489 4,080 813 11 18,745 2,875
Panik ears .. 0l Jany L Sl 224 3 188 33
Belrigerator ars. ..\ i, cor i s s 3,952 500 31 4,421 250
CABOGRE CAT B 1. ks srie 5 s g le b D 1,785 ¥ 41 70 1,821
Other cars in freight service........ 6 3 3
Totallh. . el 109,246 8,317 2,699 71 904 114,031 5,430
Passenger Equipment—
Coanh cariy Sic e ye Uit Ml 1,110 24 15 1,071 166
Combination cars...........oouvens 21 6 260 5
DININg OaTe. by i i ok N e 92 12 1 89
Colonigt carasi, ol 3Ll il et il 146 1 1 144
Parlor cargils ol as i ses dm by 60 60
Cafeicars.. . X o i T s i 20 20
Sleeping carsy. ix oo s Wl oms 372 6 3 375 141
Tourist CRFEY . - i Lo Le el W 42 1 41
Baggage and express cars........... 1,265 4 10 1 1,258 118
Postal ears. o all Gl S e e uin 53 3 i | 57
Uit ears.: . ey i el el 36 6 42
Other cars in passenger service. . ... 79 12 4 2 90
Totals i ML L G 3,541 31 47 4 22 3,507 - 430
Work Equipment—
Units in work service.............. 8,085 68 335 852 1 8,669 b4
Floating Equipment—
Car ferrien. [l 5 Seit oil v 8 8
Barges. ... ol e bl 6 6
Steamers........ : 14 14
TugH o ot ; 5 5
Work............ 3 3

STATISTICS OF RAIL-LINE OPERATIONS

1952 1951
Train-Miles—

Froight Bervion ! il i t0 G v se e ORIl L SR ol e bl 49,541,512 48,353,158
PASSONZAT BOTVEOS ... iom sair s ot e e SRR T 3 b e P 25,533,678 24,412,847
Work 8ervios. . f e tart e s e et n g s Vol T 2,216,042 2,390,845
Total train-guiles. « AR sl At i T e am s 8 ah 77,291,232 75,156,850

Locomotive-Miles—
Freighb BaTYION . . sy oslin sis by des i Lo AMs DITS valt il A s 52,478,053 51,433,200
PaSsenger BErVICH: ... o vs i s bt & hbipiass DS Sl ol S 25,469,027 24,548,619
Train switchings= Broighll. . s s s mod i b S ad i 4,076,441 4,069,286
~— PRSBONGOL. <. o fiinviciovs b s R A b s wiirs & o 4o 155,117 156,472
Yard switching = Prei@ht. s, vib s itic feo da be ot s s 4 oesn 18,179,442 17,856,977
= PEBBOREEE ¢ £ 5o e ST 5 P L i e o 12 1,880,426 1,787,151
WORK BOTVICO . o i ki s s Bl e S e T v iy FeT s & 2,319,340 - 2,515,865

Total locomotive-mileB. ... u.iusssoh oot soneaaassanns 104,557,846 102, 367,570




Car-Miles—
Freight

Loaded freight ears.. c.......c0uen. DO B ke [T o AT,

RAILWAYS AND SHIPPING

STATISTICS OF RAIL-LINE OPERATIONS—Continued

Service:

Othercars.............. L U N R s S s S

ERBODRE CRIS: vy - e S5 e o pts soe 3

Passenger
Loaded

Service:

froight GRTS. .. Live b v dVevan
Empty freight cars

Passenger coach and combination cars............. oy ste 5

Sleeping, parlor and observation cars
Dining cars
Motor unit cars

Other cars (baggage and express cars, ete.)...........ooovvuennen

ORI SOEVIe 0. . o i i e

Total car-miles
Average mileage of road operated

Freight Traffic—
Tons carried—Revenue freight
Ton-miles—Revenue freight
Freight revenue.................

Revenue per ton

Revenue per ton-mile
Average haul
Ton-miles—Revenue freight per mile of road
Ton-miles—All freight per mile of road
Gross ton-miles of cars, contents and cabooses

Net ton-miles of freight (revenue and non-revenue)..............

Train-hours in freight road service
Gross ton-miles per freight train hour
Average speed of freight trains
Average gross load—Freight trains (tons)

Steam locomotive miles per serviceable day (excluding stored).
Diesel unit miles per serviceable day (excluding stored).........

Passenger Traffic—

Passengers carried
Passenger-miles
Passenger revenue
Revenue per passenger
Average passenger journey
Revenue per passenger mile
Passenger-miles per mile of road

Percent on time arrival principal passenger trains.............

Steam locomotive miles per serviceable day (excluding stored)..

Diesel unit miles per serviceable day (excluding stored).........

Net Railway Operating Income—
Gross revenue per mile of road
Gross railway operating charges per mile of road
Net railway operating income per mile of road

41

1,348,044,272  1,313,474,003
636, 608, 594 562,081,865
6,306, 354 6,980,076
9,074,540 8,522,548
48,778,742 47,548,666
2,048,902,502  1,938,607,158
610,862 627,687
116,680 89,545
64,726,314 63,831,093
56,249, 942 53,813,300
9,031,004 8,703,355
969, 111 660,448
89,249,973 82,961,530
220,953,976 210, 686,958
3,784,742 3,824,341
2,273,641,220  2,153,118,457
24,190-01 24,176-07
90,053,919 89,618,436
38,430,494,637 - 36,434,821,058
$536,723,241 $498,800, 344
$5-96002 $5-56582
$0-01397 $0-01369
426-75 406-55
1,584,763 1,501,578
1,708,033 1,624,019
88,651,930,140 83,988,594, 508
41,317,325,044 39,262,386, 491
2,990,402 3,015,621
29,309 27,593

16-6 16-1

1,771 1,719

137 141

294 204
18,832,815 17,322,723
1,635,201,983  1,611,153,281
$48,466,128 $47,475, 661
$2-57349 $2.74066
86-83 93-01

$0- 02964 $0-02947
67,598 66, 642

66-0 59-8

225 225

152 104
$27,913.15 $25,945.15
$27,107.27 $24,786.36
$805.88 $1,058.79




42

' SESSIONAL COMMITTEE

REVENUE TONNAGE BY COMMODITIES

Year Year Increase or
1952 1951 decrease
S Tons Tons Tons %
Agricultural Products—
T e S A R L b B s e (L S S 9,017,832 7,389,538 1,628,294 22-04
7o SRS, e T s alng b GG L RGeS, % 452,388 508,563 56,175 11-05
e e ) R T R e Sen S el R B el 1,750,257 1,407,428 342,829 24-36
123 e Pl st K R S R M B 125 2 2,445,854 1,607,644 838,210 52-14
e LI S S G T L e o A S 199,254 121,155 78,099 64-46
LR EERERT, SRR A LAV SRS BRI ST et 119,359 85,763 33,596 39-17
Other grain (including dried peas, beans, soya beans). 229,163 219,271 9,892 4-51
)¢ AR R . S0 il s ot S B S D e 975,924 975,448 476 -05
B ther 2aill Drogadle s .. i vt d etk o 2t s ki RV 1,359,269 1,366,531 7,262 53
1 T T R e SRR e A G IR s e 59,136 103, 086 43,950  }2-63
I e, O L T e e T Bl A Ak f 86,482 87,533 1,051 1-20
Apples (fresh)......... bs b 73,494 76,446 2,952 3-86
Other fruit (fresh) %% 505,00 e vanet s bty ot 363,457 326,872 36,585  11-19
P GtRt0en - ot IVt N s e i R T s R 364,283 346,474 17,809 5-14
Other fresh vegetables. ...\ . ivivus it s sasaada ganales 284,350 264,430 19,920 7-53
Other agricultural products. .. .. 5o esvosomaonessessis 732,905 795,481 62,576 7-87
L Ry (N S A L bl PR E L T e X 18,513,407 15,681,663 2,831,744 18-06
Animal Products—
el s, . . . T e g R e B i1 e hchors 30,229 41,788 11,559 27-66
Cattle and calves. ... srssiini s it et st DLt e alee 175,372 216,712 41,340 19-08
0] Al G S Ml prs S it S8 F R A 0 el T Slemaiaa Ss A 7,007 8,198 1,191 1}-53
B O b e R T MRS e e B St D 157,513 122,964 34,549 28-10
Poultry (live)s.. £k s N ampm sl e o Sl e 77 133 66  42-11
Dressed meats or dressed poultry (fresh or frozen)...... 177,417 215,442 88,025 17-65
Dressed meats (cured or salted)...............coovonunn 24,231 26,616 2,385 8-96
Other packing house products (edible).................. 77,447 92,655 15,208 16-41
7,519 8,268 749 9-06
27,607 38,743 11,186 28-7}
22,048 24,841 2,798 11-24
24,702 - 29,460 4,758 16-15
60,028 63,410 3-382 5-33
98, 858 97,866 992 1-01
Ot A oo e el s e e M S 890,055 987,096 97,041 9-83
Mine Products— 1
Anthracite GO o Bee ok EGE N S S EEbie ikl o 2,334,498 2,377,551 43,053 1-81
Bituminous 0B 5 5. i s e Wi o aters o sty aioatarerais 10,219,575 10,728,805 509,230 475
(ol Lo R TR be b 1176)1 100 o' (AR s U SRR (o 0 e o B 1,191,821 1,187,981 3,840 .32
Lignite coal. . i el e o L R A e g o 622, 268 738,923 116,655 15-79
o) S B o B BT o s uB S K N R o L 798,755 969,031 170,276  17-57
Iron ores and concentrates. . ...........ccovunnavsnnnnnns 1,522,072 1,562,925 40,853 2-61
Copper ore and coOneentrates. ........ocovveeennerioaens 191,880 213,218 21,338 10-01
Other ores and concentrates.........c..coerveneineeeoss 3,216,431 2,991,499 224,932 7-52
Base bullion, matte, pig and ingot (non-ferrous metals).. 595,813 616,871 21,058  3-41
Band and gravels i Fais wi st gi o g s b4 £ 3s 2,615,471 2,299,310 316,161 13-75
Stone crushed, ground, broken)...............ooiiinnt 2,906,225 360,626 12-41
Slate, dimension or block stone. 74,934 12,506 16-69
Crude petroleuwmt st lasfar ol - o i A L e S e 248,8;% 1;8. %g fllggg
Asphalt (natural, by-product petroleum). . ? 404,8 X .
Sapt ..... (. y .t ....... yp ....... pe ........ ) ...... 553,375 1,956 =35
Other mine products (not fully processed).............. 2,514,944 17,491 -70
TObAl i kR . o r i ate s b of otis a1 S o T aate 30,581,761 30,389,229 192, 532 -63
Forest Products—
Logs, posts, poles, PIIAZ. .. .c.vveuerincsmmnneenniescons 1,231,541 945,753 285,788  30-22
Cordwood and other firewood. .........coovivvenneennn 165, 363 211,704 46,341 21-89
i S R v e I e S 101,387 63, 252 38,135 60-29
Pilpwood. . .. 03 AT N o L O foni it cadsioes i 6,207,388 7,321,157 1,113,769 15-21
Lumber, timber, box, crate and cooperage material..... 4,268,709 4,766,706 497,997  10-45
Plywood.. ., et ths s vt s s s i Sad s G A hie 127,801 115,469 12,332 10-68
Other forest ProduetS. . vs s o« lofsises s sinspmaiiics sesis 230, 606 266, 553 84,947  13-49
i SERARIER TG L Sl R i sk 12,332,795 13,690,594 1,357,799 9-92
Carried forwand. .. .. . .+ o tadassiakns 62,318,018 60,748,582 1,569,436

[ < "
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REVENUE TONNAGE BY COMMODITIES (Continued)

Year Year Increase or
1952 1951 decrease
Tons Tons %
Brought forward 62, 318 018 60,748,582 1,569,436
Manufactures and Miscellaneous
(3 P b [ DR SR S B e T R L S S SR 2,242,085 2,042,123 199,962 979 I
Petroleum oils and petroleum products {except asphalt. } 2,089,374 1,956,627 132,747  6-78 I8
and gasoline
e e e A I e e ksl d T v A S s 279,363 298,870 19,507 6:53
TEON g G DO OIS ik % 505 s cisiaresr o 15 ¥ o o Gioilous = s o =.51e e 572,898 604,970 32,072 5-30
Railaand ISERIHEE s 5.0 o i e ohidee s % aimp aels e 618 64,995 68,328 8,588 488
Iron and steel (bar, sheet, structural, pipe)............. 1,948,035 2,049,387 101,352 495
Castings, machinery and BOHBTE L me e o 346,107 337,065 9,042 2-68
687501050 g et GRS A .. 1,164,841 993,759 171,082 1722
Brick and artificial stone. ... ..o oociiiiaiiin A 379,762 414,683 34,921 8-42
Lime and TR R o e TR s i s S 514,766 581,876 67,110 11:538
Sewer.pipeand drain e ny o SR TUE IRV AT 48,884 63,650 14,766  23-20
Agricultural implements and vehicles other than autos. . 328,306 367,707 39,401 10-72
Automobiles, auto trucks and auto parts............... 1,851,597 2,135,524 283,927 13-30
Household goods and settlers effects................... 11,700 15,080 3,380 22-41
T T e A e, S A R T e SR e A, g 73,121 69,450 3,671 5-29
g e e RO AR S S S e e RS 51 ST 365,507 66,963 18-32 i
' Fertilizers, all kinds 1,017,687 115,784 11-38
I ek e S e SN e sl e A R 2,195,111 60,977 278
T A AR T R A N A R R R A 397,9 4928, 548 30,606 714
Paper board, pulpboard and wallboard (paper)......... 628,818 705,434 76,616 - 10-86
e s e e DGR e P BT S Ce = S slal AT 1,289,308 1,642,026 852,718 21-48
Fish (fresh froEen. oiead SBhe. ) Uy . (s e o thions v S s 84,725 83,241 1,484 1-78
Canned goods (all canned food DEOATCEBY S o s 5 s o5 597,462 630, 081 32,619 5-18
Other manufactures and miscellaneous. ................ 7,694,209 7,969,875 275,666 3.46
Merchandise (all L.C.L. freight)........ 5 S TR 1,659,096 1,833,245 174,149 9-50
T e el 2 R R SRR MRt e B LA S 27,735,901 28,869,854 1,133,953 3-93
(27,73 18 7377 N el IR e SRt & Sami e ) 90,053,919 89,618,436 435,483 49
OPERATED MILEAGE AT 31sr DECEMBER, 1952
Trackage
Operated Road Mileage Owned Leased  rights Total
ATBLIC IRARAON /o o s s b oo dhothrs i e P s S s o b T 3,790-36 6-41 82-95 3,879-72
Cottral Megiony s vl s 100 S5 e B o et ad S oa o 7,155-21 327-22 14-77 7,497-20
R T YT (I S e S e e L T ORI 11,341-16 34-84 92.-54 11,468-54
Grand Trunk Western Tuines.' ., ... .0, oo dovieiiveain : 883-10 9-50 59-75 952-35
Central Vermont-Lawes o, 03l o8& e d o sadbiaiu, i biviss 363-10 — 5873 421-83
Total-Brat maamtrack. fr i Ko e 23,532-93 377-97 308-74 24,219-64
L:mes in Ca.r_lada. ....................................... 22,071-30 196-10 185-87 22,453-27
Tanenan Tinited SRR b= % . o Uit b Lo 5t e b e b 1,461-63 181-87 122-87 1,766-37
Operated Mileage All Tracks
St madntriick o oS S e S T 23,532-93 377-97 308-74 24,219-64
Booond main traekce. L sl CanR s Bl e 1,229-39 9-31 72-16 1,310-86
Thivd main draeke s Fativ. . ) & sl to T d et 30-30 - 3-49 33-79
an i 970" = 5-09 14-81
Spurs, sidings and yard tracks............... ot O 6,233-72 122-99 1,353-21 7,709-92

Total all tracks

................................ 31,036-06 510-27 1,742-69 33,289-02




A 25-YEAR SYNOPTICAL HISTORY OF THE CANADIAN NATIONAL

Revenue Revenue Average
Net Operating Cash surplus Revenue Revenue passenger per hqurly
Operating Operating operating ratio or ton miles per miles passenger earnings per d
Year revenues expenses revenues % deficit (millions) ton mile (millions) mile employee*
c. : c.

1928 $ 304,591,268 $ 249,731,696 $54,859, 572 81-99 $ 3,463,752 22, 588 1,011 1,514 2-585 § -608
1929 290,496, 980 248,632,275 41,864,705 85-59 12,261,631 19,375 1-108 1,401 2-650 -619
1930 250,368, 998 228,288,023 22,080,975 91-17 85,677,097 16,910 1-086 1,214 2-710 640
1931 200,505,162 199,312,995 1,192,167 99-41 60,968, 438 14,610 1-020 866 2-679 - 649
1932 161,103, 594 155,208, 161 5,805,433 96-34 60,841,727 12,818 <042 686 2-515 -612
1933 148,519,742 142,812, 559 5,707,183 96-16 58,955,388 . 11,550 <972 665 2-261 -582 X
1934 164,902, 502 151,936,079 12,966,423 92-14 48,407,901 12,950 <974 723 2-259 559 =
1935 173,184, 502 158,926, 249 14,258, 253 91-77 47,421,465 13,509 -990 770 2-162 -583 ;
1936 186,610,489 171,477,690 15,132,799 91-89 43,303,389} 14,814 -982 831 2-048 -582 )
1937 198, 396, 609 180,788,858 17,607,751 91-12 42,845,868 15,165 1-014 953 1-987 -605 =
1938 182,241,723 176,175,312 6,066,411 96- 67 54,314,196 14,505 -964 892 , 2-030 - 647 172
1939 203,820, 186 182,965, 768 20,854,418 89-77 40,096,520 17,084 <938 875 2-035 <646 z‘i
1940 247,527,225 202,519,813 45,007,412 81-82 16,965,044 21,532 -904 1,125 1-929 -643 (o)
1941 304,376,778 237,768,437 66, 608, 341 78-12 4,016,327 27,200 -881 1,762 1-810 -675 =
1942 375,654, 544 288,998, 675 86,655,869 76-93 25,063, 268 31,729 909 2,708 1-784 721 ?
1943 440,615,954 324,475,669 116, 140,285 73-64 35,639,412 36,327 -894 3,619 1-848 734
1944 441,147,510 362,547,043 78,600,467 82-18 23,026,924 36,016 -893 3,697 1-888 -846
1945 433,773,394 355,204,049 78,479,345 81-91 24,756,130 34,600 -915 3,338 1-953 - -831 8
1946 400, 586, 026 357,236,718 43,349,308 89-18 8,961,570 30,812 <975 2,289 2-190 -877
1947 438,197,980 397,122, 607 41,075,373 90-63 15,885,194 32,945 1-040 1,845 2-332 <905 E
1948 ° 491, 269, 950 464,739,970 26, 529, 980 9460 38,532,741 32,943 1-195 1,755 2-368 1-085 g 4
1949 500,723,386 478,501, 660 22,221,726 95-56 42,043,027 30,922 1-276 1,621 2-671 1-119 q
1950 553,831, 581 493,997,079 59,834, 502 89-20 8,261,235 31,988 1-394 1,408 2-834 1-135 |
1951 624,834,120 580, 150,221 44,683,899 92-85 15,031,996 36,435 1-369 1,611 2-947 1-320 =
1952 675,219,415 634,852,915 40,366, 500 94-02 142,327 38,430 1-397 1,635 2-964 1-4051 =

. Canadian lines only, excluding hotel and subsidiary company employees.
T This figure would become $1-453 if adjusted to include retroactive settlements with non-operating employees and with trainmen and firemen.

|
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The CHAIRMAN: I will call first the review of financial results.

Mr. FurLtoN: Do you want a motion that the statistical tables be included
as well as the text? Is that necessary?

v The CHAIRMAN: We usually take up the tables along with the review of
the financial results and we will do that again this year.

Mr. MACDONNELL: Are we at No. 1?

The CHAIRMAN: Yes, the table.

Mr. MACDONNELL: Mr. Gordon, if I remember correctly a year ago in fore-
casting 1952 you gave us figures which you said at the time were a guess. Will
you comment on them?

I have' it that your estimate of operating revenue was $663 million and
operating expenses $613 million. Would you be prepared to explain that?

Mr. GorpoN: You mean compare the operating figures with our guess?

Mr. MacpOoNNELL: Yes. You told us quite frankly it was a guess.

Mr. GOorDON: When preparing the budget last year our operating revenues
were forecast at $663 million and turned out at $675 million, and operating
expenses were forecast 613 million and turned out at $634 million, the major
reason being, in estimating our expenses, we had not taken into account the
later wage adjustment.

Mr. MACDONNELL: Is the wage adjustment practically the whole answer?

Mr. GOrpoN: Yes. Plus a margin for any rise in prices, but the major
difference is in wages.

The CHAIRMAN: Any further questions?

Mr. Giris: I would like to ask if Mr. Gordon can give us the figures for
1952 as to the cost of changing over to diesel engines. How much money was
spent by the railway in replacing steam engines for diesel engines in that year?

The CHAIRMAN: I wonder if that should not come under motive power?

Mr. Ginris: I would like it here, because Mr. Gordon agrees increased
wages is the major difference in the balance sheet he shows today.

Mr. GorpoN: I think you are confusing two things. We are dealing here
- with the income account. The expenditures for the diesel conversion would
be in the capital account and that will come up in our capital budget and I will
then have the figures available showing what diesels we put in.

Mr. GruLis: It is also reflected in the statement here.

Mr. GorpoN: Nevertheless it is a capital expense.

The CHAIRMAN: It is not an operating expense.

Mr. MACDONNELL: Mr. Gillis is right. It is reflected in the expenses?

Mr. GOorDpON: Yes, indirectly.

Mr. BROWNE: How does your position compare in 1952 with 1951 if you
had to pay the interest charges? y

Mr. GorpoN: The 1952 actual results, you will observe, give you an operat-
ing surplus of $142,327. If the Capital Revision Act had not gone into effect
;;ve \lgoslild have had a deficit of $25,500,000 compared with $15,031,000 deficit

or ;

Mr. BROWNE: How do you account for the worsening of the picture by
$10 millions?

Mr. GorpnoN: The facts I have already mentioned, which were in connection
with increased costs, made our operating expenses actually come out at $634
million of about $20 million more thant our estimate. If you go to paragraph 2:
“increased operating expenses due principally to higher wage rates more than
offset a gain of 81 per cent in operating revenues...” In other words, the
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reason for the result is that our costs are steadily going up in relation to both
prices and wages and our freight rates, our earnings, are not rising com-
mensurately. If you look again at the chart on page 10 you will see what
I mean, that prices have gone right up to the top of the chart, whereas our
services have only gone up by 43 per cent.

Mr. BROWNE: Your prices came down in 1952 but your revenue went up?

Mr. Goroon: I am talking in this chart about the wholesale price index.
This is what happened to the wholesale prices of commodities. The illustration
is that what we got for our services did not rise as fast as the prices other
people got for their goods. If you look at the item under prices on page 11:

-you will note it is estimated that increased prices for railway materials added
about $12 million dollars.

At the top of page 11 you will see we paid $22 million for additional
payroll costs as compared to 1951. We have paid in wages and materials about
$34} million more than we did in 1951. That is where our increase expense
took place.

Mr. GiLris: What do you classify as materials?

Mr. GOrRDON: Any supplies used, rails, ties, anything needed to run the
railway.

Mr. BROwWNE: Diesel engines?

Mr. GorpoN: No. That is capital account. This is only operating account.
I am wrong about rails also. It is capital account. But coal would be in it.

Mr. MACDONNELL: I see ties and steel products. !

Mr. GorpoN: The replacement of rail would be maintenance.

Mr. MAcDONNELL: I am referring to paragraph 32 on page 11. We have
known, of course, about the wage increases because they have been of public
interest. Can your economic department say anything as to the likelihood of
rising cost of materials?

Mr. GorpoN: I could not predict for the future. I would make a guess that
we have reached a bit of a plateau.

Mr. MAcDONNELL: Is there any difference in the situation?

Mr. GorpoN: Yes. We are flattening out in regard to rising prices.

Mr. MAcCDONNELL: I notice there are certain statements made as to account-
ing practice. Is the practice you followed here normal?

I mean, do you turn back into income things which were previously
provided by income?

Mr. GorpoN: Yes. The only difference that can arise is as to the timing.
In this particular case this reserve was set up during the war by reason of an
arrangement with the government whereby the railroad was asked to provide
a lot of siding tracks in a hurry for war industry. It was assumed at that time
that those tracks would not necessarily be required once the war was over, and
it was expected that they would be torn up and replaced. Therefore this
reserve was set up for writing off the tracks when they were lifted. But with
changing events and with the Korean situation, practically none of those tracks
was lifted and we are using them today.

The CHAIRMAN: May I interrupt at this point? Is it the wish of the com-
mittee that the entire report today be printed at this point in our records? Our
first reporter is now about to leave and I think we should decide it.

Agreed.

Mr. MACDONNELL: Why are we re-printing all this?
The CHAIRMAN: Mr. Gordon has read three parts of it. Are there any
questions?
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Mr. MAcpoNNELL: I thought that we did not do so.

The CHAIRMAN: Very well, Mr. Gordon.

Mr. GorpoN: I was going to conclude that the only questions which could
arise in regard to the accounting practice was the time of doing it, last year,
or next year, and so forth. And this represents the decision of management
that we are going to need these tracks and so we might as well make the entry
now. And as a result of making the entry this year, it produces a surplus
which would not otherwise have been produced.

Mr. MAcDONNELL: I think you have made that quite clear.

Mr. GORDON: Yes.

The CHAIRMAN: It is agreed. Now, “Volume of Freight Traffic”.

Mr. MACDONNELL: I am sorry, Mr. Chairman.

The CHAIRMAN: Very well, Mr. Macdonnell.

Mr. CHURCHILL: In paragraph 6 on page 7, Mr. Chairman, mention is made
of this fact:

It is represented on the one hand by increased compensation, and on
the other by the lowest average level of freight rates to be found in any
country in the western world.

Mr. GORDON: Yes.

Mr. CHURCHILL: That sounds very nice. But what is the method of com-
parison? How do you arrive at a comparison with other countries?

Mr. GorpoN: By actual statistical information which we secure from those
countries. We are in touch with all the railway statistics of the various
countries, and I have a table here.

Mr. CHURCHILL: Is it strictly comparable?

Mr. Gorpon: Oh yes, as far as we know, it would be strictly comparable.
Railway statistics are a statistician’s dream, if I may put it that way. I mean
that a statistician just loves to work on railway statistics. Every country in
the world has a mass of railway statistics which are regularly produced. We
keep in touch with each other. I have before me a statement for 1951 which
shows the average revenue and so on, and it is also boiled down to a ton-mile
basis. These include countries such as Australia, Belgium, Great Britain, and
SO on.

The CHAIRMAN: Would you like to have that list made an appendix to our
record today?

Mr. CHURCHILL: I presume that would be all right. It is the average level
of freight rates?

Mr. GorpoN: I mean of the revenue, per ton-mile.
Mr. CHURCHILL: From freight?

Mr. GorDpoN: Yes, from freight. And my point is that you see the benefit
of the over-all improvement in productivity which came out of the more
efficient operation of the railway machine. It meant a reduction in cost of
many many millions of dollars; and these millions of dollars have gone directly
to labour, or to the consumer.

To put it another way, if the same forces had applied to our revenue
dollar, that is, if the revenue dollar had had the same proportionate increase
in 1952 as compared with 1928 as did the expenditure dollar, the effect would
have been that the Canadian National would have shown a profit of close to
$400 million.

I did not stress that $400 million in my report because I did not want
spectacular headlines on the thing. I did not want to get into an argument
about how it is made up. But I can easily justify it in any examination. The
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reason I put it in the report was that questions have been asked from time
to time in the committee, as to the efficiency of the railway and as to the
extent by which labour or the consumer might get advantage of the increased
productivity.

You are spending millions of dollars here for capital expenditures every
year, and the result of doing that is to give the railway labour in this country
and to the consumer of our services a very substantial benefit. I do not
know what proportion, but I do say that if we were in the same position as
we were in 1928, and with the same forces applied to our revenue dollar,
we would have shown a profit of nearly $400 million.

Mr. FuLToNn: Without capital reorganization?

Mr. GorponN: Without capital reorganization.

Mr. MACDONNELL: You mean in other words that could be arrived at,
because your operating revenue would be virtually what it is now, and your
expenditures would have been smaller?

Mr. Gorpoon: I think it is the other way around.

Mr. MAcDONNELL: I would expect there would be an infinitely smaller
amount in respect to earnings.

Mr. Gorbon: I would say that if we had got the benefits under it, our
revenue account—I am sorry, but what did you say again?

Mr. MAcDONNELL: My understanding of what you have told us is: That if
our revenues were what they are, and if there had been on change against us
in connection with cost, we would have a $400 million profit?

Mr. Gorpon: You would have to include the traffic volume, and also get
into the revenue dollar the same proportion of increase that has gone into our
expenditure dollar. In other words, if our revenue had risen in the same
proportion under the impact of economic forces as has the expenditure
dollar, I would say that we would have got up to $400 million profit.

The CHAIRMAN: Am I correct in understanding that you are saying in
effect that if the freight rates and the passenger rate increases had paralleled
the increases in your labour and material cost, you would have shown this
$400 million profit.

Mr. GorpoN: That is putting it about right, yes.

Mr. FurToN: Could we take from this table United States, United Kingdom,
and Brazil figures showing revenue?

Mr. GorpoN: We have not got Brazil for 1952. But the United States
figure of revenue per ton-mile is 1:420. Brazil is not out yet.

Mr. BRowNE: What is this 1-420?

Mr. GorpoN: That is cents per ton-mile. That means that they carry
one ton of freight a mile for a cost of 1:42 in the United States. And in
Canada our figure as shown here is 1-397.

Mr. FurTtoN: And what is it for the United Kingdom?

Mr. GorpoN: For the United Kingdom it is shown at 4-224. But let me
warn you that there are always qualifications in these things, and we should
bear in mind that this figure for the United Kingdom is more or less qualified
by the effect of the short hauls there. They do not get the benefit of the
longer hauls which we have here. But nevertheless, it is quite clear that my
statement is right, and that we still have the lowest.

Mr. FuLToN: What country on the North American continent is roughly
comparable to Canada, having regard to density of population and mileage
involved? Would it be Brazil?
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Mr. GorooN: We have regard to the United States in our 1951 figure.
It is hard to say in point of size. For instance, Sweden is regarded as a pretty
well operated country. It shows 1-9. I have not got the Argentine here.

The sources of these figures are available. It is a matter of public
knowledge. They are published by a source known as International Railway
Statistics. I have only made a selection of them, and not the worst examples
by any means. I have just taken across the line examples.

Mr. CHURCHILL: What is the basis of comparison?

Mr. GorboN: They are just as comparable as anything can be. There is
always a variety of reasons. For example, in Canada we have two trans-
continental railways so we get the operating benefits. You see here the
benefits of the Canadian National System and the fact that there are only two
railways, the Canadian National and the Canadian Pacific. It has given us an
advantage in that respect. And I merely point out here, having regard to all
the circumstances, that we have done a good job which is measured by the fact
that we have the lowest freight rate per ton-mile of the world.

Mr. Furton: Is that the Canadian average figure for Canada, or is it the
system figure?

Mr. GorpoN: This figure here is the system figure. It is the Canadian
National System only.

Mr. BROWNE: Mr. Gordon has told us that if we had to pay interest, there
would be another $10 million.

Mr. GorpoN: I beg your pardon. I mean there would have been a deficit
$25 million and not $15 million.

Mr. BROWNE: Your position is $10 million worse than it would have been
19517

Mr. GorbpoN: That -is right, as a comparison of forecast and actual net
operating revenues.

Mr. BROwWNE: How does that compare with the other system, the Canadian
Pacific? :

Mr. GorpoN: I do not know.

Mr. BROWNE: That must be available to you. You are comparing your
rates with all the other roads in the world. Are you not making a comparison
with the Canadian Pacific?

Mr. GorooN: I have not got a copy of the annual report of the Canadian
Pacific for last year. I do not think it is out yet.

Mr. FuLtoN: I understand that their net earnings were down this year.
That is a matter of public knowledge, I think.

Mr. GorboN: I have not seen their report so I could not say. Of course, I
have seen newspaper reports, but I do not go along with newspaper reports
in every case. -

Mr. MuTcH: Especially at such a time as this.

Mr. GorooN: I would like to see the facts for myself.

Mr. MACDONNELL: Are Canadian rates not uniform for both railways?

Mr. GorooN: I am talking about earnings and averages. Yes, that is
right. As far as the result of the earnings of the Canadian National is
concerned and the average revenue per ton-mile, that would be affected by the
quality of traffic on the respective lines. We may or may not have carried a
larger volume of higher rated traffic than the Canadian Pacific and so forth.
But you are talking about the lowest average of freight rates, are you not?

Mr. MACDONNELL: That is my question.

72990—4
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Hon. Mr. CHEVRIER: On the table you have just referred to a moment ago
there are given unit costs for Canada, and that is included by railways in
Canada.

Mr. GorpoN: That is right.

Hon. Mr. CHEVRIER: Whereas, in your report you refer to the unit cost
of the Canadian National Railways.

Mr. GorpooN: I am referring to the Canadian National Railways here.
But when I refer to the lowest average freight rates to be found in the western
world, I am talking about Canadian average freight rates per ton-mile and I
am comparing them with other countries. .

Mr. MAcpDONNELL: You said that our rates are lower than the United States
rates. Could you give us a word in explanation of that? Does it have to do
with the relative amount of our traffic which is longer haul, and also the
Crowsnest Pass rates, which would seems to make it more difficult for our
railways, with lower density of traffic, to get along with their rates?

Mr. Goroon: We are not getting along. That is the answer, and for the
simple reason that although we have handled business totalling $675 million,
nevertheless I am only able to report a surplus of $142,000. _And by any
standard of comparison with any other industry I submit we should have a
surplus of from $20 million to $25 million, I should think.

Mr. MAcCDONNELL: In paragraph No. 5 you say:
“Canadian National freight services, as measured by the average
revenue per ton-mile, has risen by only 38 per cent.”
Mr. GOrDON: Yes.

Mr. MACDONNELL: I am not clear about that. I seem to have seen a
figure within the last few days. I am sorry but I cannot remember where I
saw that figure; but it was very much larger than that.

Mr. BRowNE: It was 98 per cent.

Mr. GorpoN: Let me explain that. There are three different figures which
are affected when we talk about a freight rate increase. The first figure is
what is called the nominal freight rate increase—that means taking the over-
all awards of the Board of Transport Commissioners and simply adding them
together. They come to a figure as from 1948 when they started, of around
98 per cent. In other words, if we had been able to take advantage of what
we had been given permission to do we would have made an increase in our
rates which would be represented by 98 per cent. But there is another
practical figure.

Mr. BrowNE: That would not necessarily mean an increase in your
income by 98 per cent? :

Mr. Gorpon: It would, if we had been able to collect it.
Mr. BRowNE: Did your rates have a bearing on the amount of traffic?

Mr. GorponN: We are permitted to raise our rates to that extent on freight
traffic. But the practical thing is this: There is a great deal of traffic on which
we cannot raise the rates. We cannot raise them on the Crow’s Nest Pass,
and in connection with competitive traffic, and in regard to agreed charges,
and things of that kind. So, if you try to explain just what has come about,
you get into what is called the effective increase, and the effective increase in
Canada turned out to be about 68 per cent.

Now then, I come to the practical matter which is this figure here of
38 per cent because that is all we have been able able to get as average revenue
per ton-mile, as between 1928 and 1953, and that is affected by the quality
of the traffic. So I am saying here that in running the railway we have
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only been able to increase the average amount that we get fpr carrying ggods
by 38 per cent. Actually, the Board of Transport Commissioners have given
us permission to raise the rates to the extent of 98 per cent.

Mr. BRownNE: That is not very widely understood.

Mr. GorpoN: No. And there is also this factor: I do not want to distort
the picture. There are some phases of our freight traffic which will have
to bear the whole 98 per cent; and there are also some phases of our freight
traffic which will not have any increase at all. Therefore, we start with zero
increase, being the statutory rates, the Crow’s Nest Pass rates, and range all
the way up to 98 per cent, depending on what we can get. We watch our
competitive traffic very closely.

Mr. BROWNE: Perhaps you would be good enough to say a word about
competition. What is the most important competition which you have to face?

Mr. GorpoN: The most important competition which we have to face is
obviously that of highway trucking. They go after our most valuable traffic,
our highest rate traffic. That is what our trouble is in regard to that type °
of competition. We are in this dilemma all the time and it is getting increasingly
worse with each freight rate increase which the Board of Transport Commis-
sioners awards us upon our representations regarding higher prices, including,
of course, labour costs.

The area in which we can get an effective increase without pricing ourselves
out of the market is narrowing steadily. There are two ways of pricing one-
self out of a market. It is not always competition. We can price ourselves
out of a market if there are competitors who are willing to do the job at a
less price. But we can also kill traffic which will not originate for anybody.
It just kills off the shipper.

A good example, I think, is this case: I was down yesterday looking at
the Chateau Laurier hotel. You may remember the days when we had a
lovely strip of awning down the side, and all Ottawa would come out there
to have tea. And there was a beautiful orchestra playing there on Saturdays
and Sunday afternoons. There were a great many questions decided under
that awning, and under conditions of harmony which perhaps were very
favourable. But that has now been priced out of the market. One reason
would be the high cost of providing music. Another reason would be that
of the working hours. It would mean another crew of waiters, and people
will not pay the price. It does not mean that people still do not like tea;
but whereas we served it at one time for, let us say, 35 cents, it might cost
$2.50 today, and people will not pay that much for tea. They may be willing
to pay it for other things, but not for tea.

Mr. BROWNE: Yes, for a high ball.

The CHAIRMAN: We seem to have covered “Volume of Freight Traffic”.
Are we finished with “Review of Financial Results”?

Mr. GorpoN: May I make one correction for the record, Mr. Chairman?
When I mentioned 98 per cent, I should say that that includes all the awards
of the Board of Transport Commissioners. The actual increase up to the end

of 1952 is only, nominally, 69:9 per cent. But when I mention 98 per cent,
I take it right up to date.

Mr. FuLTtoN: On page 7, under “Freight Rates”, in sub-paragraph (2),

at the end you say, when referring to this bridge territory between eastern
and western Canada—

Mr. GorbpoN: Yes.
72990—4}



52 . SESSIONAL COMMITTEE

Mr. FuLToN: You say:
..the railways are permitted to seek a compensatory subsidy

from govemment up to an aggregate amount of $7 million per year for

both major railways.

To what extent has the Canadian National Railways shared from that
benefit in the year before us?

Mr. Gorpon: I think we have that. The subsidy claimed by the Canadian
National in respect of the last eight months of 1952 amounted to $1,605,000.

We understand the Canadian Pacific’s portion was $1,672,731. That is the
first impact of it.

Mr. FurToN: And just what did you ask for?

Mr. GorpoN: That is what we claimed and that is what we got.

Mr. Furton: Both figures are the same?

Mr. GorpON: Yes. You understand that we get no benefit from that. We
get no benefit in the sense that we give up the amount in rates. We are
merely made whole.

Mr. FuLTtoN: Would you say that the total is $3,500,000 as between the two
railways, and the maximum which you can ask for is $7 million. Do you
see a time coming when the maximum might be used?

Mr. Gorpon: Yes, I think it will. There are only eight months there in
1952; moreover, the policy bearing on the payment of the subsidy is under
challenge at the moment.

Mr. FurLToN: From what source?

Mr. GoroonN: From Canada Steamships and other carriers.

Mr. FuLToN: And on what basis?

Mr. GorpoN: Roughly they think they should get a share of it. They
think they are being prejudiced by reason of our reducing rates, and they
believe the subsidy applicable as recommended by the Royal Commission
should also apply to them.

The CHAIRMAN: Are you through with your questions, Mr. Fulton? -

Mr. FurtoN: No. I have one further question. What would result in an
increased payment to you? Would it mean simply an increase in the amount of
traffic that you carry over the “bridge”?

Mr. Gorbpon: Well, either that, or an extension of the particular items
upon which we are requested to make a reduction of the rates. But that is in
the hands of the Board of Transport Commissioners.

Mr. FurLtoN: But under the present rates the only way you would be
entitled to an increase would be by actually carrying more traffic?

Mr. Gorpon: That is right. We are supposed to get back in the form
of subsidy whatever we give up in the form of rates.

Mr. FuLTOoN: As a concession to the shipper?

Mr. GorpoN: That is right.

The CHAIRMAN: Now, Mr. Carter.

Mr. CARTER: I wonder if Mr. Gordon could explain something in respect
to the graph which appears on page 10.. In that graph the white line is
coming down and the black line is going up. Does that have any particular
significance in reflecting more favourable trends for the coming year?

Mr. GorpoN: No. I want to repeat that this is merely an attempt to
demonstrate the extent to which the railways have fallen behind in the race
to raise the prices for their services as compared with what all the other
suppliers, such as are included in the wholesale price index, have been able
to get. The people included in the wholesale price index, the people who
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produce the goods and’ distribute them to the Canadian market, have been
able to increase their prices from 1939 through to 1952. That is the way
it is shown up in the chart. The index goes to a peak of over 240 per cent.
Just now it is about 230 per cent; whereas the price which the railway gets
for its services in the Canadian market has risen much less. They have been
able to get only an increase up to 43 per cent, with the index being 143.

Mr. CARTER: But now they are beginning to approach each other, are
they not? X

Mr. GorpoN: I do not think you can read that into it. It will depend on our
situation in regard costs of material and labour. As Mr. Macdonnell asked
me, in regard to general supplies, I felt we had now approached a place
where specific increases did not appear to be indicated. But that can change
very quickly as it has done ir_l the past.

Mr. BROWNE: In connection with the lines which are operated in the
United States, are they governed by American freight rates over there, or by
Canadian?

Mr. GorpoN: They are governed by American freight rates.

Mr. BRowNE: Do you include them in this list of low freight rates which
you have in Canada? ‘

Mr. GorpoN: We report on the Canadian National Railways total, and that
covers the whole system.

Mr. BROwWNE: It would be boosted a little by that factor, would it not?

Mr. GORDON: Yes.

Mr. THomAS: In effect the material which the Canadian National is
buying, if that white line were to continue to go up rather than to go down,

would go to the 230 mark as the wholesale prices have? Would that be a fair
statement?

Mr. GorpoN: That does not necessarily follow. The wholesale price index
is more or less a measure of the price of goods going 'to the market. Included
in those goods may be the things which we buy, and some of those prices may
be coming down while others may be going up. But as a general rule, our
railway supply prices do not diverge very much from the wholesale price
index. They would probably be reflected about the same.

Mr. KN1GHT: I want to ask Mr. Gordon about the difference in the rates of
haulage charged by the railways on automobiles in different parts of the
country. I am thinking particularly about English cars. There are people
who think that there is some discrimination against English cars. I do not
think it is a purposeful discrimination, but there is a difference in the rates
which have to be paid on those cars which are imported from the other side, as
compared with cars which are manufactured in this country. I think it would
at least clear up the matter if we could put on the record whatever the expres-
sion is for the ton-mile rate from, let us say, from Montreal to the middle west,
perhaps to my own point, Saskatoon, in comparison with the rate from the
point of Canadian manufacture such as Oshawa or Toronto or Windsor?

The CHAIRMAN: Would you prefer to give the answer now or to supply a
statement later?

Mr. GorponN: Yes. If I could get exactly what you would like to know,
I would have to check on it. I have not got that immediately available.

Mr. KNIGHT: Would you care to offer a word of comment on the matter of
the differential, or as some people say, ‘“the discrimination”.

The CHAIRMAN: I think it would be more accurate if we waited for the
evidence of the statistician, and then Mr. Gordon might comment on it. I will

undertake to see that the point will not be overlooked. I have made a note
of it.
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Mr. KNIGHT: Very well. Thank you.

Mr. McLURE: Who are the personnel today of the governing body of the
railways, namely, the Board of Transport Commissioners? It seems that on
every page we read they are quoted as being the supreme authority. Who
constitutes the personnel now of the Board of Transport Commissioners?

Mr. GorpON: The Chief Commissioner is Mr. Justice Kearney, The Assis-
tant Chief Commissioner is Mr. Hugh Wardrope. Perhaps Mr. Lessard could
name the others.

Hon. Mr. CHEVRIER: Perhaps I could give you their names. There is Com-
missioner F. M. MacPherson, from the western region; Deputy Chief Commis-
sioner, A. Sylvestre, from the Province of Quebec; Commissioner H. B. Chase
from eastern Canada, and Commissioner O. A. Matthews who was recently
appointed.

The CHAIRMAN: Are there any further questions on “Volume of Freight
Traffic”?
Carried.

Mr. MACDONNELL: In paragraph 11 you referred to the decline in our pulp-
wood shipments and you referred to the use of stockpiles as the explanation.
I think you have a sentence where you say that other important increases were
shown in bituminous coal.

Other important decreases were shown in bituminous coal, lumber,
wood pulp and paper products other than newsprint, as a consequence
of market conditions.

Can you say a word or two about it so that we can get a picture of what is
likely to be the future situation in the transport business?

Mr. GorpoN: Yes. Market conditions I would say are referred to gener-
ally there, and in regard to bituminous coal they are influenced by the
extremely mild weather all through the east. And in regard to forest products,
there has been a softerling of the market, a general softening.

Mr. MACDONNELL: Where?

Mr. GorpoN: It would affect any lumber producing area which is shipping
now to world markets. British.Columbia would be an outstanding case. Our
shipments in British Columbia are affected substantially. There is also a sub-
stantial Ontario market, but the main market would be that of British Columbia.

Mr. MacpoNNELL: Is it due to foreign competition?

Mr. GorpoN: No. They are world-wide. I spoke of a market for forest
products in the last year. That has pretty wide economic ramifications. I am
just dealing with the advances.

Mr. MAcDONNELL: One further point. Could you say anything as to whether
we have been losing our relative place in any markets?

Mr. GorpoN: No, I do not believe we have in any general way. I see no
sign of it.

Mr. MACDONNELL: In foreign markets?

Mr. GorpON: No. As far as I can judge. I do not think we are losing our
relative place at all.

Mr. McCuLLocH: There is a serious situation down in Nova Scotia in
regard to the small mines and I have a telephone message from the Minister of
Mines for Nova Scotia, the Honourable Alex McKinnon, saying that in.West-
ville the mines will likely have to be closed down if they do not get assistance
from the C.N.R. And I have also a telegram from the Honourable A. B. de Wolf.
in which he states that the mines at Westville would probably have to close
failing assistance from -the C.N.R.
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Now, the town of Westville has a population of between four and five
thousand people and the only industry there is the coal mines. During the
last war the Westville mine gave the C.N.R. practically all their output at a
price much lower than they could have sold it to individual customers and
I think it would only be fair for the C.N.R. to take same interest in the Westville
mines, even if they had to buy 100,000 tons less from the United States mines
and give it to the small operators in Nova Scotia who helped the railway to
keep going during the war. The C.N.R. during the last war used coal from the
small mines in Nova Scotia and I think they should be congratulated on the
way they handled the freight, the troops, and the passengers during the war.
And they used all of the coal they could buy from the small operators down
there and I do not see why they do not buy coal from the small operators now.
I know what the answer will be—the coal is not suitable. But, if they could
use the coal during the war, they can certainly use the coal now in order to
keep a small town like Westfall going with about 300 miners who will be out of
jobs. I think the least they can do is give small orders to the small mines. I
think Mr. Gillis could vouch for that as well as myself.

Mr. GorpoN: Mr. Chairman, I certainly do not like to find myself in the
role of appearing to be a hardhearted person putting people out of employ-
ment, but I know of no authority that exists in the Canadian National Rail-
ways to accept the responsibility for keeping any particular industry alive by
providing a subsidy above market price. Our position is we buy all the
acceptable Canadian coal offered to us at the present time if the cost is com-
petitive with the United States’ coal, and when I say the cost is competitive
I am making allowance for any subventions which may be provided by any
authorities for the purpose of making Canadian coal competitive.

In some of the mines there is definitely a question of acceptability. We
have situations where the coal is of such poor quality it will not move our
locomotive from one coaling point to another.

Mr. McCuLLocH: Did that happen during the war?

Mr. GorpoN: I cannot answer that specifically, but I would judge that
the coal made available during the war was not necessarily the same coal
being produced today. We have every desire o buy Canadian coal. We bend
over backwards to buy Canadian coal, but w& cannot buy coal that will start
a locomotive off and will not take it to the other coaling point making it
necessary to send another locomotive to bring it back.

Mr. McCuLrocH: Have you had that happen?

Mr. GorpON: Yes. The coal has to be acceptable in the sense it will
meet the performance requirement and secondly it must be competitive with
other coals provided elsewhere. I have some figures. Here is the basic diffi-
culty with the Maritime coal situation: The fact is the mine head cost of
Sydney lump coal is $9.30 a ton. The mine head cost of United States coal, of
generally better quality or better than the Sydney quality, is on the average,
only $4.14 a ton. Now when you start off with such a fundamental difference
there is your trouble. We add to United States’ coal the cost of hauling to the
border, the duty and all the other factors and then compare that with the
Maritime Provinces’ coal with our bare cost of hauling to the consumer point,
and if we get a diffferential in favour of the United States coal we buy United
States coal. We get differentials that run as high as $3.39 a ton in favour of
American coal laid down in New Brunswick.

I cannot see for the life of me how I could be authorized to provide these
coal mines with what is to all intents and purposes a concealed subsidy.
1 am not authorized to pay subsidies. There was a time I did. But I am not
going to undertake to pay subsidies through the Canadian National Railways.
I am perfectly willing to say I will bend over backwards and defend myself
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against criticism if need be to buy Canadian coal, but I would be open to
very sharp criticism for using moneys in that way. It is not my job to pay
subsidies. If there are going to be subsidies paid to any industries I suggest
it is the responsibility of the government and should go to the floor of the
House of Commons.

Mr. GiLris: I do not agree with Mr. Gordon’s statement. Mr. McCulloch
made an appeal on behalf of the small coal operators in Nova Scotia.
Mr. Gordon gave us a general survey of the whole industry. Now, the small
operators visited Ottawa here a few weeks ago and the basis of their complaint
and what created the immediate problem was the dieselization program. The
coal Mr. Gordon says will not pull a train has been used by the C.N. for
many years. Practically the only market the small operator had was the
market which dieselization has practically wiped out. I think the matter
can very easily be resolved. I asked a question whether the C.N.R. was
importing American coal and if so what was the tonnage. I got an answer on
March 16. For 1951 the C.N.R. imported 4,617,317 tons of, coal and in 1952
they imported 3,675,589 tons of coal. In the small places Mr. McCulloch is
talking about there are only employed 1,500 people who have an investment
in these small communities. Most of them are located not too far from New
Brunswick. There is nobody can tell me that if an operation like the C.N.R.
is importing that amount of American coal and stockpiling considerable of
that in New Brunswick and in Quebec, that the Canadian National Railways
could not hold back a very small fraction of their import from the United
States and use the coal of the small operators in Nova Scotia and New Bruns-
wick on the C.N.R. until such a time as a solution can be found for that
problem. It is not a very big one. I do not think it necessitates subsidies. If
it does then you are correct in saying the House of Commons should take care
of it.

Mr. GorbponN: If the price we have to pay for that coal — I am leaving
aside the question of unsuitability — if the price we have to pay for that
Canadian coal is substantially greater than U.S. coal would you not agree
that is a subsidy.

Mr. GiLLis: Yes, certainly. And I would say you are justified in paying it.

Mr. Gorpon: I have no auﬂority to pay subsidies.

Mr. Giris: I know. But, Mr. Chevrier will take care of that.

Mr. GorpoN: No authority can be given to me in law unless it is a law
passed by the House of Commons.

Mr. McCurrLocH: Could you not pay small operators the same price as

Sydney coal?

Mr. GiLris: You figure pit head coal $9 as against $4.14 in the United
States. Are you taking the average cost of coal produced in Nova Scotia?
Dominion Coal Company mines are high cost. They produce coal by submarine
long hauls and they are going through a mechanized program. If you had
figures for small operations you will find there is a big difference. I do not
think their cost adds up to that.

Mr. Gorpon: I have the prices of our Canadian mines here and I can
give them to you. I do not think it is fair I should mention the mines. Of
the five mines listed here they range from $9 to $9.30 and a high of $9.60.
There is only one at $8.75. All the others range from $9 and the top is $9.60.

Mr. GiLris: Have you got a figure for that Drummond operation? Inter-
colonial.

Mr. GorponN: The price is $9.

Mr. Girris: Do you not think it is reasonable, say for a period of time
to pay that? This was brought on pretty suddenly.
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Mr. GorpoN: This situation in regard to the maritime provinces coal has
been under discussion for many many years and you have had ample warning
as to what was likely to take place.

Mr. GILLis: The problem of the small operators Mr. McCulloch makes
his appeal for, came on because of diesel engines which replaced coal. Is it
not possible to have any mined coal produced there for a year or so by holding
back some of your imports from the United States?

Mr. Gorpon: If you can tell me what justification I have to pay to Inter-
colonjal—if that is the one you are talking about—higher than the market
price for coal and refuse to do so for other purchases, then I,might see some
merit in it.

Mr. Grris: Do you say that it is the high cost of coal that prevents
marketing coal with the C.N.R. and not the installation of diesel engines?

Mr. Gorpon: It may be.

Mr. Gruris: They do not say so.

Mr. GorponN: It does not necessarily follow. I am giving you the facts.
I have no other purpose to serve. I am giving you the truth. The Canadian
National Railways will buy all the coal that is being mined in the whole of
eastern Canada. If they are prepared to offer us acceptable coal we will take
all they can produce provided they can lay it down at the coaling point at
a price competitive with United States coal. We have a need for coal in the
provinces of Ontario and Quebec right now, and for many years to come,
far greater need than the total production of these mines if they can get
their costs comparable at the coaling point. That is the only point at issue.

Mr. GiLis: Then the position is I take it that as head of the C.N.R. as
far as you are concerned, it is a matter of dollars and cents, and there is no
solution, as far as you are concerned, and that now it goes to the government
as a matter of subsidy.

Mr. Gorpon: I have no views to express as to how the price is determined
of coal that is delivered to me as long as it is comparable with United States
coal, but I can assure you we will give Canadian coal mines every possible
break in the matter of differential.

Mr. McCuLLocH: What can you land American coal at Moncton?

Mr. GorpoN: They all vary but I can land Moncton coal at $12.33.

Mr. BROWNE: From where?

Mr. GorpoN: From the U. S. coal minehead in this particular instance.

Mr. BROWNE: Any spot you have in mind?

Mr. Gorpon: I do not want to mention names, but I am dealing in averages.

Mr. BRowNE: Carried on train or steamer?

Mr. GorpoN: By train.

Mr. BROWNE: It would be from Pennsylvania. You can tell us that.

Mr. GorbpoN: I have not got enough information. I would need more
analyses, and I am taking this for the purposes of example. Each case is
analysed, when we have coal offered to us, to see whether or not we can buy
shipments of United States coal delivered in Moncton at certain prices, but I am
just giving as an order of magnitude the average price of the United States
coal at minehead as $4.14 a ton.

Mr. BROWNE: And that include the whole system?

Mr. Gorpon: It includes coal we purchase from the United States regard-
less of origin.

Mr. BRowNE: But from Pittsburg to' Detroit or Windsor is a very short
haul, but you take the long haul from Pittsburg to Moncton.
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Mr. Gorpon: It does not matter. The point we are concerned about is
the price at which we can buy coal delivered laid down in Moncton, and we
do not care where it starts from. If we can buy American coal starting from
any point, and charge that coal with factors such as duty and haulage cost, and
lay it down in Moncton at a price substantially below at what we can get
Canadian coal, then that is the comparison we make.

Mr. GiLris: You are only dealing with coal that goes to Moncton.

Mr. GorpoN: In this particular example. We also have coal, say, at Mont
Joli. We have coaling points in western Canada. But when we talk about
coal supplies, we talk about the price we are prepared to accept at the point
of delivery. We do not care where it starts from, so long as it is of comparable
quality. Our test of whether or not we will buy that coal is the laid down
cost at the coaling point regardless of origin.

Mr. CHURCHILL: $12.39 at Moncton.

Mr. GorpoN: The example I have taken is $12.33 compared with for
example from Sydney coal mines after allowing for various factors of about
$13.04.

Mr. GiLLis: You have landed it for less than that from Westville.

Mr. GorponN: Yes, that would be so, and we take that into account.

Mr. GiLris: Why are they not marketing that coal? Why is that mine
threatened with closure?

Mr. Gorbon: We do use Canadian coal, but we can buy United States coal
much cheaper that we can buy Canadian coal at some points in Nova Scotia
and New Brunswick.

Hon. Mr. CHEVRIER: I think you had better put the figures on the record
of how much Maritime coal is being bought.

Mr. Gorpon: Here is a statement of purchases last year—it is distinct
from consumption. We bought, 784,085 tons of eastern Canadian coal. Of
western Canadian coal we bought 797,291 tons; that is a total of 1,531,376 tons
of Canadian coal. The total cost of that was $13.230,207.

Mr. CHURCHILL: What is the comparison with the preceding year?

Mr. GorponN: In 1951 we bought eastern Canadian coal 1,043,085 tons.
Western Canadian coal we bought 691,962 tons, at a total cost of $13,780,063.
In other words the dollar cost is about half a million dollars less in 1952 than
it was in 1951.

Mr. CHURCHILL: What is the difference in volume?

Mr. GorpoN: In the volume is a drop from 1,735,000 to 1,531,000 tons—
roughly 200,000 tons.

It may be of interest to give the United States coal figures. I might as
well give it. The situation there is that the consumption of United States coal
has fallen very substantially because again the use of oil both for diesel and
oil burning steam locomotives in the west is steadily increasing. These figures
are based on actual purchase invoices passed; we have bought in 1951 from the
United States 5,239,419 tons and in 1952 we bought 4,265,209 tons.

Mr. GiLLis: They are out quite a bit. The figures from the department
were for 1951 4,617,377 tons and in 1952 they gave me 3,765,589 tons.

Mr. Gorpon: But you asked for imports.

Mr. GiLLis: Yes.

Mr. GorpoN: Well you did not ask for the right thing.
Mr. GiLLis: These are purchases.

Mr. GorpoN: You could not buy'it in this country if you did not impox:t it,
but there is a time lag between imports. We have been very carefully trained
to answer exactly what we are asked for.
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The CHAIRMAN: On this coal question, I think the committee has listened
to it perhaps quite as long as we should, and I suggest if there are any further
questions, they should be in writing and they will be answered in writing.
Freight rates—

Mr. BROWNE: A question on number four there. Could you give any
information on that. There are no figures given there.

The CHAIRMAN: Point four, no. Freight rates, page 7.

Mr. GorpoN: This is, I will just have to confess, a very complex technical
matter and it does not amount to a hill of beans in terms of revenue. It is a
slight increase, but it does not amount to anything important. It is a technical
adjustment. I could give you precise details.

Mr. BROWNE: As long as it is not substantial.
Mr. Gorpon: No.
The CHAIRMAN: Freight rates carried? Passenger traffic?

Mr. CHURCHILL: On paragraph 3, what is meant by “parallel action by the
Interstate Commerce Commission.” What bearing has that?

The CHAIRMAN: Where is that.

Mr. CHURCHIL: Subparagraph 3. “These orders followed parellei action
by the Interstate Commerce Commission in the United States.”

Mr. GorpoN: They did the same. The international rates affected both of
us and they issued the same order as we did.

Mr. CHURCHILL: Is that always done?

Mr. GorboN: Yes, it has to be done, otherwise you get a difference in the
overhead traffic.

The CHAIRMAN: Freight rates carried. We have reached the adjournment
period.

Mr. MacpoNNELL: I have one or two questions with regard to 15.

The CHAIRMAN: Perhaps we can clean that up.

Mr. MACDONNELL: It is a question of rates equalization which I would
like to hear from Mr. Gordon on.

.Mr.'GORDONZ I would like to say this about freight equalization, that the
subjgct is under investigation by the Board of Transport Commissioners and
pearlngs are being held all across the country. Naturally I would be reluctant
In expressing an opinion here. It is really under trial by the court. As it
stands. now everybody concerned can express their opinion before the board.
We will in due course make a submission to the board and so will the C.P.R.

Mr. MACDONNELL: Can you enlighten us about the problem without giving

z'}c:utr conclusions on it. The scope and size of the investigation. Can you do
at.

The CHAIRMAN: We will adjourn until 3.30.

AFTERNOON SESSION

The committee resumed at 3.30 p.m.

‘The CHAIRMAN: Gentlemen, we have a quorum. Mr. Macdonnell, you were
asking some questions with regard to the equalization of freight rates and
Mr. Gordon indicated that the matter was more or less sub judice. Would
you like to make a comment?

Mr. GorpoN: I might make a comment, Mr. Chairman.
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Mr. MacponNNELL: I say this with great deference, Mr. Chairman, but I did.
have the feeling this morning that perhaps we were being a little hurried I
regard this committee as having a tremendous responsibility.

The CHAIRMAN: I think we all do, Mr. Macdonnell, and if I have been
hurrying you in any way, I apologize.

Mr. MAcpOoNNELL: I hope you won’t think me a problem, yet I find these
things very difficult and perplexing and I cannot grasp them very quickly.
Consider this question of equalization. I cannot help but feel that Mr. Gordon
considers it a pretty complicated thing to talk about. Nevertheless I do feel
there is a tremendous principle here. I have looked at the Turgeon report in
the interval and I wonder if the witness could not give us an understanding
of this matter because it does seem to me that it is a vital difficulty in our
whole freight rate structure.

Hon. Mr. CHEVRIER: May I say this with respect to that problem: We have
carried out the recommendations of the Royal Commission on Transport. We
have put into effect by way of an Act, an amendment to the Railway Act, and
we have given directions to the Board of Transport Commissioners under
Order in Council 1487 to go about the equalization of freight rates. The
board is proceeding by way of study and investigation under the legislation,
first of all, passed by parliament, and secondly, under the direction given to
them by the Order in Council. It is pretty hard to answer a question of what
is going to happen when they are studying that very thing. So I think I
should interject at this point that the board, as Mr. Macdonnell knows, have
set Vancouver, Regina, Edmonton, and all the provincial capitals, including
Ontario and Quebec, as places where they should invite the public to come
and make representations on this very issue. To what extent we can go into
that I do not know. I do not think we could go into it in detail other than in
a very general way.

Mr. MAcpONNELL: I bow to you, and if Mr. Gordon feels there is nothing
that can usefully be said, I shall not persist in my questioning.

Hon. Mr. CHEVRIER: I would not like to see the problem interferred with
at this time because I consider it of such importance, particularly to the
extremities of Canada which are suffering from these economiec, climatic, and
geographic difficulties which they complain about.

Mr. CHURCHILL: Are you speaking about equalization of freight rates or
about the problems generally?

Hon. Mr. CHEVRIER: I refer to the two problems: the problem of equaliza-
tion referred to in the legislation adopted by parliament, and also to the
investigation which the board was ordered to make by the government. I refer
to both of them together.

Mr. MAcCDONNELL: Well, Mr. Chairman, if Mr. Gordon thinks there is
nothing that can usefully be said by way of comment on the situation, I shall
not press it. ¢

Mr. GorpoN: I think I may make a comment on it, in order to set it in
perspective, which will indicate the nature of the problem. I take it that is
what you are really interested in?

The nature of the problem first of all is this: the railways are in agreement
with the general principle that there should be equalization of freight rates,
that is to say, on the general idea that so far as practicable every part of Canada
should pay the same rate for movement of the same specific commodity from
one point to another. But it must also be kept in mind that whatever is done
in the matter of equalization of freight rates as between one section of Canada
in comparison with another should not and must not operate to reduce the
over-all revenue of the railways. They cannot afford it.
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The problem before the country, then, is how you can give everybody some-

‘thing and take nothing away from anybody. I have never been able to solve

it. But as a means of getting it before the board, the board has set up certain
specific rates which will come into effect on January 1, 1954. But as I stated
in the report, the board particularly stated that they were setting down a scale
in order to provide an opportunity, to give something concrete, whereby all
across the country every person with views on the subject will have something
to focus his attention upon and will be able to argue against something concrete
in respect to the first scale of rates which the board has set down. These rates
are not put into effect, nor will they become effective until the board has held
hearings all across the country.

You cannot give something to everybody and yet take nothing away from
anybody. Also, because of economic conditions in various parts of Canada, you
will have certain exceptions no matter what equalization may be done. As it
is now with competitive rates and things of that kind, one must be guided by
economic factors in a given area. That roughly sets out what the problem is.
Everybody is against sin, but what are we going to do about it?

Mr. MAcDONNELL: Leave it for other people.

Mr. Gorpon: That is right.

Mr. MacpoNNELL: I think you have stated it very dramatically, Mr. Gordon.
Mr. GorpoN: That is the core of the problem. That is what the board is
trying to study now and they have started off in what I think is a practical
approach of the problem. They have set down for examination a scale of rates
just as a means for every interest in the country to appear before the board,
including the railways and the other shipping interests in the country. They
will be invited to come before the board and talk to the subject.

Mr. MACDONNELL: Are these two requirements, first of all, that the railways
shall not get less? Is that the first part of it?

Mr. GorpoN: That is part of the problem which the railways would point
out, that they cannot survive with an over-all average revenue return of less
than they are earning now. I think the report justifies it.

Mr. McLuRre: How about the consumer and the producer. How is he going
to survive if he has got to pay all the shot?

Mr. GorbonN: In the same way that he must survive in paying the price
for any other service that he gets. He has to pay rent and he has to pay for
his heating the same as everybody else. Railway freight is simply a service
the same as any other service that he might require in order to exist.

Mr. McLugre: In your railway traffic do you take in truck traffic as well
as railway traffic in coming to your volume of freight?

Mr. GorpoN: Our revenue figures include revenue from every source,
from trucking or anything else.

Mr. McLuURE: Has your truck revenue increased year by year in comparison
with what you considered it would when you went into the trucking business?

Mr. GorpooN: I have not got before me the actual figures, but trucking
in relation to our railway freight revenue is negligible. It is very small.
That is, our own earnings in trucks that we own are very small in relation to
over-all railway freight.

Mr. MACDONNELL: You have come to that in connection with some of the
statements about new equipment?

Mr. GORDON: Yes.
Mr. MACDONNELL: One other question under the heading of equalization.

Do I understand that it is recognized that in making these rates the board has
to have regard to the hard facts of competition?
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Mr. GORDON: Quite so.

Mr. MacpoNNELL: Then may I ask a special question about a thing which
we have heard so much discussed a year or so ago, and that was the rates to
the coast in comparison with the rates to Alberta and other points in the
prairies, and that was by reason of meeting water competition?

Mr. GorpoN: We are compelled to do that.

Mr. MAcDONNELL: Does that still stand out as one of the recognized factors?

Mr. GorbpoN: I would say that in the course of examining what can be
done to achieve equalization, and in discussing equalization of rates, local
economic conditions or local industrial conditions will remain a factor in this .
country. Let me put it this way: After all, water compelled rates are simply
competitive rates, and either we give up the business or we meet the rates.
We as a railway must make that decision every day in the week, whether it
is in connection with a truck, a ship, a pipe line, or anything else, or any other
form of competition. We must meet it. We are in the most fiercely competitive
. business in the world and we have to make decisions every day in connection
with our rates. ‘

You see, the principle is that in general freight rate cases the Board of
Transport Commissioners is really setting a ceiling on rates. They are setting
the rate this far and no further. Now, we can operate underneath that rate
or we can go up to it in many cases, you see. But if we find that we are
at the top of the rate and we cannot get the business, we have to begin to
figure out if it is to our advantage to come down, and we finally reach a point
where we have to decide whether it is a compensatory rate or not. If we go
below a compensatory rate, and then if anybody alleges that we are quoting
a rate which is below our cost, that person can go to the Board of Transport
Commissioners and complain that we are being unfair to him.

We are the only outfit in the country which is under that obligation.
We cannot go below a compensatory rate because of complaints.

Mr. MACDONNELL: You have both a ceiling and a floor?

Mr. GorpoN: That is right. We have to prove that any rate is compen-
satory at any time, should anybody appeal against it.

Mr. MacpoNNELL: Just what does compensatory mean? I remember having
had something to do with a manufacturing concern and there was always
an argument that one department lost money. And they always argued that
they contributed so much to the overhead that they did not lose money.
So how is compensatory arrived at?

Mr. GorpON: A compensatory rate is a rate which takes into account the
nature of the business, the out of pocket cost in respect to upkeep of equipment,
labour and so on in the operation that we put in, and a share of the overhead.

Mr. MACDONNELL: What is that last? The other things you mentioned
were operating things?

Mr. GorpoN: Yes.

Mr. MAcDONNELL: What was that share of the overhead?

Mr. GorpoN: It would cover everything and it is a very complicated
thing to get at. It is not something I could attempt to be an expert about.
We have a very efficient bureau of economics which analyzes these figures, and
when they are challenged, they appear before the Board of Transport Com-
missioners. And the board also has competent experts who examine these
figures. And we demonstrate how we arrive at a compensatory rate.

Mr. MAcCDONNELL: Your company may have very different ideas about how
to determine a compensatory rate.

Mr. GorpoN: That is right.
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Mr. MacpoNNELL: Can anyone challenge it?

Mr. Gorpon: I think that is the law. N

Hon. Mr. CHEVRIER: It is in the Transport Act.

Mr. MACDONNELL: But who in practice does challenge it?

Mr. GorpoN: In practice it can be challenged by any shipper. Let me
give you a concrete example. We try at times to make what are known as
agreed charges. We will make a bargain with a given shipper according to
which the shipper will undertake to ship a certain percentage, or all, of his
shipments via Canadian National, and in return for that promise we will give
him a special rate. :

Now, a trucker might come along and say that we were quoting a rate
which was below our cost and that in doing so we were putting that trucker
out of business. So you see, if we answer the trucker’s competition by putting
in an agreed charge, then a shipper may go to the Board of Transport Com-
missioners and say that the railway is using its position because they can
survive longer than he can, to put him out of business.

Mr. MacpoNNELL: Have you the same right as against the trucker?

‘ Mr. GorpoN: No. There is nobody to go to in connection with the trucker.

Mr. GrLLis: And that line of action cannot be taken against the Canadian
Pacific Railway.

Mr. Gorpon: Oh, yes.

Mr. GrLLis: I thought you said you were the only people in Canada.

Mr. GorpoN: I am sorry. I tend to regard myself as the only railway.
I was thinking of the railways.

Mr. MACDONNELL: You were ignoring the Canadian Pacific this morning.

Mr. GorponN: I simply said that I could not speak for them.

Mr. MuTcH: Are you sure?

Mr. MACDONNELL: Yes.

Mr. MuTcH: A moment ago you were speaking of fixing these Pacific coast
rates and a question was asked whether or not the water rate was a con-
sideration in fixing those Pacific Coast rates. Do you really suggest that water
competition between Montreal and Vancouver is in fact competition at all?
And if you do so suggest, have you any idea what tonnage is available to
the public?

Mr. GorpoN: I am afraid that you are getting me not only into water
but very deep water in that respect. I cannot speak as an expert on freight
rates. I can only deal with general principles. But generally speaking water
compelled rates are the rates which we have to meet in regard to these
transcontinental rates. Every case has got to be judged on its merits; every
case has to be judged on the facts. We have had to put in rates which will
compete with rates for gools being shipped from Britain by boat to Vancouver.

Mr. MutcH: That is understandable.

Mr. GorpoN: Yes. The other day we discussed a rate which was in connec-
tion with iron pipe, or something like that, which could go by boat against
us and be delivered in Vancouver at a better rate. So you see, each one of
these things has to be considered specifically on the facts of the particular case.
I do not think it applies today, but there was a water compelled rate in regard
to a movement where ships would come out of Vancouver harbour and deliver
lumber right to Montreal or Toronto via the Panama Canal. In that case the
railways had to decide whether or not to meet that rate.

Hon. Mr. CHEVRIER: That is why the transcontinental rates are so low.
Mr. Gorpon: That is exactly the case.
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Hon. Mr. CHEVRIER: If the transcontinental rates were increased the
shipping companies would come in. A

Mr. MuTtcH: That is a very interesting suggestion which we have had
given to us over and over again. But I for one treat it with no regard because
I have been at some pains to discover what is available in the way of
competition by ships.

Mr. GorpoN: At the present time it is very little.

Mr. MutcH: Yes, at the present time it is very little, and the railways
are sitting in the beautiful position that if anyone be fool enough to invest
money in ships—it would be probably more expensive to procure ships today
than rolling stock,—before those ships could be constructed, you could put
them out of business by shifting the rates. :

Mr. GorboN: That means of course that everybody is allowed to be
competitive except the railways.

Mr. MutcH: That has been argued time and again with respect to that
particular matter, but I think the argument could be used both ways. To say
that these competitive rates are water compelled from Montreal to Vancouver,
I think, is a phoney. I wonder what you think about it.

Mr. GorpoN: I do not know what you mean by the term “phoney”?

Mr. MuTtcH: I do not think these are competitive rates at all. I do not think
they have any-potential or real competition.

Mr. Goroon: I beg to differ with you there. I know from actual experience
gained long before I got in the railway business that there was a time when
shipping carried a great deal of lumber from British Columbia, for instance,
and other goods, and brought it over through the Panama Canal and delivered
it in the ports—note the word “ports”—of Montreal and Toronto. What has
been done before can be done again. Economic factors have a habit of chang-
ing from time to time. Nevertheless, what has been done once in that respect
can be done again, and it will be done again—in my opinion it will be done
again if this trend of constantly rising prices continues. That is something
along the lines of what we have been discussing this morning, that there will
come a time when we will price ourselves out of that market, too. Merely
because at a given point today the shipping companies are not able to do what
you suggest does not mean that it will remain that way forever. Take the
St. Lawrence Seaway for an example.

Mr. MutcH: If they offer you competition, there is nothing to prevent you
from pricing yourself back into it.

Mr. Gorpon: Yes, that is right.

Mr. MuTcH: And you have that hold over anybody who would be rash
enough to invest capital in shipping.

Mr. GorpoN: I do not know about that. Here is an advertisement which
has just been handed to me which shows a Canadian intercoastal service,
between Montreal and Vancouver via the Panama and United States ports.
Here is a steamship service available to you right now operated by Saguenay
Terminals. There is no doubt about it, the competition is there, but whether
at the moment they can give us effective competition is a point. It all depends
on what we are able to do.

Mr. GiLris: The St. Lawrence Seaway will put you out of business then?

Mr. Goroon: No, I do not believe that. It is generally thought that the
St. Lawrence Seaway will generate enough in the way of industrial power
that it will develop Canada in a way the railways cannot help but benefit.

Mr. GiLris: That will be just from Montreal westward.
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Mr. GorpoN: We are all going to get our share of the business if we are
efficient and can meet the competition.

The CHAIRMAN: Any further questions?

Mr. MACDONNELL: Mr. Gordon, you raised the subject of the St. Lawrence
Seaway and made an interesting observation about it. It is a matter of very
great interest. How much diversion of your line, of your main line, from
Montreal to Prescott will be involved through the construction of these works?

Mr. GorpoN: It starts right outside Cornwall, mostly.

Mr. MACDONNELL: You are not going to submerge Cornwall, are you?

Mr. GorpoN: No, it is in the area west of Cornwall. The flooding of the

land will affect about 35 miles of the railways. That is the way it looks to
us at the moment.

Mr. MACDONNELL: How far back will your main line be moved?
Mr. GorboN: Upwards to a maximum of four miles.

Mr. CHURCHILL: I would like to ask Mr. Gordon one question about
this general problem of freight rates. Are you prepared to forecast the
future with regard to railway rates? You mentioned the fact that it is
the most highly competitive business in the world, this business of transpor-
tation. You pointed out that for every application for increase of freight rates
there was a resultant loss of business, or the danger of a loss of business, and
yet there is the constant demand for increases in freight rates in order to
allow the railways to function. What do you see in the future?.

Mr. GorpoN: Well, that will depend on the  balancing of the forces,
so to speak, because the facts which are raising our costs are also applying
to our competitors. Our competitors are paying higher wages and higher
prices, too, and it depends at any given time how that balance is maintained.
A further factor as I mentioned this morning, is not only the diversion of
traffic which we might lose by pricing ourselves out of the market, but it is
a question of a traffic that might be killed; it is the actual business which
people will not go into because of higher costs, because they cannot find a
market for the product. That is a dangerous thing from the standpoint
of the national interest, in my opinion. Canada is a country heavily
dependent on exports, as we know, and is one of the major trading countries
of the world and if we do allow our costs to get to a point where we
become non-competitive in foreign markets, then we are going to have real
trouble and there may be certain producing industries which will suffer very
seriously as a result.

Mr. CHURCHILL: How do we prevent that?

Mr. GorpoN: At what point we get to it, I could not tell you. How
do.we prevent it? The old way of preventing anything is, in my experience,
self-discipline.

Mr. MACDONNELL: You ought to discipline someone else?

Mr. GorpoN: I have had enough of disciplining other people.

Mr. CHURCHILL: What do you mean by self-discipline?

Mr. Gorpon: That of the various interests involved, and I do hope that
I am not conveying the idea that I am anti-labour. I believe that labour
is worthy of its hire, but with labour as with any other interest, various
groups have got to determine what is in their own best interests and whether
or not they are killing the goose that lays the golden egg. There will come
a time when rising costs, if not stopped by our own collective decisions—
it is not a matter of government, it is the collective decision of all the people—
will lose markets. It may be that weé have reached a stage of equilibrium
at our level of economic activity and that that is where we must stay for a
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while. We are in Canada under the most active and obvious competition from
the United States, to give an example. Now me must keep our costs of our
goods for sale in the market or in markets where we meet United States
competition—we must keep them relative or we won’t sell our goods. Our
producers, I do not care whether they are agricultural or manufacturing, or
what they are—our producers who have articles for sale in the United
States market must obviously meet United States competition. Now, the

United States can bear a level of wage rates, for example, that we cannot. -

That may be one of the economic factors. They have a terrific volume.
We have not reached the stage of economic development as a country to
compare with the industrial United States, yet we are getting up to the
point where we have to watch ourselves to see that we do not become non-
competitive.

Mr. GiLris: Where would you suggest to make a start on that? I agree
with your statement, but where do you think a start should be made on
that?

Mr. GorbpoN: We got into bad habits during the war of assuming that
some centralized authority could tell people what to do, and I did it with

great effect for a while, but it was a bad habit. It is not the way that a

democratic society can operate. The judgment I am referring to is the col-
lective judgment of everybody in business, and the only way that it will
work, in my opinion, is by the method of trial and error. We can only try and
go so far. Now let us take the coal mines, for instance—

Mr. GiLris: Why not start at steel?

Mr. Gorbon: Start at steel, then. Exactly the same thing, so long as we
can produce steel in this country that will meet our own domestic needs and
compete with other people who provide steel, then they can increase the
prices of their product and the wages so far as the traffic will bear, but
when there comes a time when the product cannot be taken by the market,
I suggest that the steel producers and all the forces in it — labour, manage-
ment and otherwise — will have to take another look at the situation to
determine whether or not they have gone too far.

Mr. GiLLis: Don’t you think that the steel companies in this country
should expand their plants and take steps to offset American imports?

Mr. GorpoN: I do not know enough about the steel business to know
whether they can do it, whether they have the efficiency or capacity to do
that.

Mr. GiLris: It is up to them to provide the capacity. The government
made an offer to them that it would provide a dollar for every dollar that
they put in to increase capacity. _

Mr. GorpoN: They might think the risk is not worth while. Remember
this is a private enterprise economy.

Mr. Giuis: As long as we are dependent on the United States for our
steel and coal and other things, we are going to stay in that position, too.

Mr. GorpoN: The United States are dependent on us for a great number
of basic materials, too. You would be surprised to see how much the United
States is dependent on us for basic materials. In my opinion we could do better
if we processed them here, but you see there are two sides to the medal
always. You cannot always go down one road.

Mr. GiLLiS: As long as we sit idly by in this country and depend on the
United States to supply us the finished products, that is not building Canada
and will keep us in the economic doldrums.

Mr. GorpoN: Just sitting idly by? There is nothing in this country that
I know of to prevent any group of individuals, at any time they want to
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put their capital at risk, from organizing themselves together and starting
a manufacturing plant to use any of the basic materials they want to use.
There is nothing to prevent you and me from doing that, Mr. Gillis, except
* that our capital won’t be sufficient. Any group of enterprisers in this country
are perfectly free to gather together, to get all the people they can to put
their money together and start a manufacturing plant.

Mr. GiLis: That is good theory but it does not work out in practice.

Mr. GorpoN: It certainly does. Look how this country has grown.

Mr. GiLLiS: Mostly on American capital.

Mr. Gorbon: The figures do not support you in that. We have exported
a large amount of capital to the United States, just as the United States has
sent a lot of capital to us. It is a kind of give and take proposition.

The