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ORDERS OF REFERENCE

House or ComMONS
Fripay, 12th April, 1946.

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 63, the said committee consist of Messrs.
Chevrier, Clark, Coyle, Belzile, Bourget, Emmerson, Gibson (Comox-Alberni),
Harkness, Harris (Grey-Bruce), McLure, Hazen, Jackman, LaCroix, Lockhart,
Mz:{y%;a}nk, MecCulloch (Pictou), Moore, Mutch, Nicholson, Picard, Pouliot, Reid
and Shaw.

Monpay, 15th April, 1946.

Ordered—That the Annual Reports for 1945 of the Canadian National
Railways, the Canadian National Railways Securities Trust and the Auditors
of the Canadian National Railway System, tabled this day, and the Annual

“Report for 1945 of Trans-Canada Air Lines which was laid on the Table of
the House on April 11, 1946, be referred to the said Committee, together with

A thg following items of estimates for 1946-47:—

Vote 422, Maritime Freight Rates Act—
Canadian National Railways;

Vote 423, Maritime Freight Rates Act—
Railways other than Canadian National;

Vote 469, Prince Edward Island Car Ferry and Terminals—
Deficit 1946;

{Xn'd that the resolution passed by the House on March 28, 1946, referring
certain estimates to the Committee of Supply, be rescinded in so far as the said
resolution relates to Votes Nos. 422, 423, and 469.

\

Tuespay, 16th April, 1946.

Ordfared,'—’l.‘hat the Annual Report for 1945 of the Canadian (West Indies)
Steamships Limited, tabled this day, be referred to the said Committee.

WepNESDAY, 8th May, 1946.

O{dered,—_That the Budget of the Canadian National Railways and the
Canadian National (West Indies) Steamships, Limited, for the calendar year
1946, tabled this day, be referred to the said Committee.

63947—13
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Monpay, 13th May, 1946.

%

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

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

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

WebNEspAY, 15th May, 1946.

Ordered—That the name of Mr. Kuhl be substituted for that of Mr. Shaw
on the said Committee.
Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.
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REPORT TO THE HOUSE
Monpay, 13th May, 1946.

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

FirsT REPORT
Your Committee recommends:

1. That it be authorized to print from day to day, 500 copies in English
and 200 copies in French of its minutes of proceedings and evidence, and that
Standing Order 64 be suspended in relation thereto;

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

H. B. McCULLOCH,
Vice-Chairman.

Concurred in, 13th May, 1946.






MINUTES OF PROCEEDINGS

Room 497, House or CoMMONS,
Moxpay, 13th May, 1946.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 11.00 o'clock, am., for
organization.

Members present: Messrs. Chevrier, Coyle, Belzile, Gibson (Comox-

Alberni), Harkness, LaCroix, McCulloch (Pictou), Moore, Mutch, Nicholson,
Reid, Shaw.—12.

The members proceeded to elect a Chairman.

On motion of Mr. MeCulloch (Pictou), it was unanimously agreed that
Mr. 8. M. Clark be Chairman of this Committee.

The Committee was advised that a telephone message had just been received
that Mr. Clark, owing to serious illness in his family, was prevented from
attending this meeting. ]

'On motion of Mr. Reid, it was unanimously agreed that Mr. McCulloch
(Pictou) would act as Chairman of the meeting.

Mr. McCulloch took the Chair, explained the purpose of the Meeting.
On motion of Mr. Nicholson, it was

Resolved,—That the Committee ask leave to print, from day to day,

500 copies in English and 200 copies in French of the minutes of proceedings

and evidence taken before the Committee, and that Standing Order 64
~ be suspended in relation thereto.
On motion of Mr. Belzile, it was

. Resolved,—That the Committee ask leave to sit while the House is
sitting,

On motion of Mr. LaCroix, it was

_ Resolved,—That the House be asked to reduce the quorum of the Com-
mittee from 12 to 8 members.

It was agreed that the Acting Chairman would report to the House
accordingly and ask concurrence therein.

~ The Committee then discussed the agenda for future meetings. Honourable
Lionel Chevrier, Minister of Transport and a member of the Committee, sug-
gested that the order of business followed in previous years might be adopted,
Le,, that the Committee would first consider the 1945 Report of the Canadian
National Railways System and other Companies related thereto, then the 1945
Report of the Auditors and finally the 1945 Report of Trans-Canada Air Lines.
The Minister advised that he had consulted with the Minister for Reconstruc-
tion and Supply (Hon. C. D. Howe) and that he concurred in this arrangement.
The Committee agreed to this procedure and were informed that the Directors

and Officials of the Canadian National Railway System were ready to proceed
. Immediately.

On motion of Mr. LaCroix, the Committee adjourned at 11.25 o’clock, to
meet again at 11 o’clock a.m., to-morrow, Tuesday, 14th May, 1946.

vii
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Room 497,
Housk or COMMONS,
Tuespay, 14th May, 1946.

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

Members present: Messrs. Chevrier, Gibson (Comox-Alberni), Harkness,
Harris (Grey-Bruce), Hazen, Jackman, LaCroix, McCulloch (Pictou), Moore,
Mutch, Nicholson, Picard, Pouliot, Reid—14.

In attendance: (Representing Canadian National Railways): Mr. R. C.
Vaughan, Chairman and President; Mr. N. B. Walton, C.B.E., Executive Vice-
President; Mr. T. H. Cooper, Vice-President and Comptroller; Mr. N. J.
Macmillan, General Counsel; Mr. W. S. Thompson, Director of Public Relations
and Mr. S. H. May, General Auditor; (Representing G. A. Touche & Company,
Government Auditors for C.N.R.): Mr. O. A. Matthews; (Representing Depart-
ment of Transport): Mr. C. P. Edwards, Deputy Minister and Mr. F. M.
Maclennan, Assistant Deputy Minister and Comptroller.

Mr. Vaughan read a statement to the Committee and was questioned thereon.

Consideration was begun of the 1945 Report of the operations of the
Canadian National Railways. Messrs. Vaughan, Walton and Cooper were
questioned thereon.

Mr. Vaughan next read a statement with respect to the fixed charges of the
Canadian National Railway System. Questions concerning this statement were
answered by Messrs. Vaughan and Cooper.

The Minister of Transport (Hon. L. Chevrier) replied to questions with
regard to steps under consideration by the Government with regard to certain
regulatory control of competition between railway and highway sérvices.

On motion of Mr. Mutch, the Committee adjourned at 1.00 o’clock, p.m.,
to meet again this day at 4.00 o’clock p.m.

The Committee resumed-at 4.00 o’clock p.m. Mr. McCulloch (Pictou)
was in the Chair.

Members present: Messrs. Chevrier, Gibson (Comoz-Alberni), Harkness,
Jackman, McCulloch (Pictou), Moore, Mutch, Nicholson, Picard, Pouliot—10.

In attendance: The same officials as are named above.

Messrs. Vaughan, Walton and Cooper were questioned with regard to the
1945 Report of the operations of Canadian National Railways and the post-war
projects and plans for the improvement of the Company’s service to the publie.

The Minister of Transport informed the Committee that in the interim he
had inquired from the legal officers of the Department and had been advised
that in 1937 the Department of Justice had given a ruling that the Dominion
Government had power to legislate with regard to both international and inter-
provincial highway traffic, but that some Provinces had challenged this ruling
and that, as a consequence, the Department had withdrawn the control section
of contemplated legislation with regard to such traffic.

As the Committee was not unanimously agreed to sit at 8.00 o’clock this
evening, it was decided that the Committee adjourn to meet again at 11.00
o’clock, a.m., on Wednesday, 15th May, 1946.

T. L. McEVOY,
Clerk of the Committee.



MINUTES OF EVIDENCE

House or CoMMONS,

May 14, 1946.

The Sessional Committee on Railways and Shipping met this day at 11
o’clock am. The Acting Chairman, Mr. H. B. McCulloch, presided.

The Acrting CHAIRMAN: Gentlemen, the first matter before us today is the
report on the Canadian National Railways. I shall ask Mr. R. C. Vaughan,
President of the Canadian National Railways to make his statement.

Mr. VaveHAN: Our reports for the year 1945 have been distributed, and in
accordance with what has become a well established practice, we are here before
the committee to supplement the reports to whatever extent and in as much
detail as the members of the committee may desire. This meeting is analogous
to an annual general meeting of shareholders, except that the shareholders or
their proxies in privately owned enterprises are not furnished with such full
information or are given the same latitude to question the management as the
members of this committee possess. We are very glad to give all the information
that is required. This is as it should be. Through the committee, parliament
and the people of Canada may secure all the information they require on the
affairs of these state owned enterprises, the Canadian National Railway System,
the Canadian National (West Indies) Steamships and Trans-Canada Air Lines.

It is very gratifying to be able to present such another excellent report for
Canadian National Railways. We had a net income surplus for the year of
$24,756,130 or $1,729,206 better than in the preceding year. In general the
results of operation in both years were very similar. Gross revenues were only
1-7 per cent below 1944, operating expenses were two per cent less. Net revenue,
which means the amount of revenue left after paying all operating expenses,
was $78479,000 in 1945 compared with $78,600,000 in 1944. Net income
available for interest was $71,084,000 in 1945 and $71,096,000 in 1944. It is a
curious coincidence that when all the multitudinous waybills, tickets, payrolls,
vouchers, ete., necessary for the business of moving 80 million tons of revenue
- freight and 30 million passengers with all our ancillary services—express,
telegraphs, sleeping and dining cars, mail, hotels and subsidiary company opera-
tions—have been accounted for and drawn down to a final total the net income
befox:e interest differs by only $12,000 from the corresponding figure for the
previous year. Net income before-interest at $71,084,000 shows that we earned
approximately 34 per cent on our total capitalization of $2,024,708,137, a most
satisfactory achlevement and one I must add made possible only by the

abnormally high revenues which we enjoyed, and the untiring efforts of the
officers and staff.

We take a little satisfaction from the accuracy with which we forecasted
th'e. results last year. The budget for 1945 which we submitted to the committee
estimated the gross operating revenues at $433 millions. The actual revenues
were 3433,77‘_3,000 or within one-fifth of one per cent of the estimate. Operating
expenses varied from the estimate by about one-seventh of one per cent and the
surplus for the year by less than one per cent. We would like to think our aim
for 1946 will hit the target so accurately.

. The war is over. The movement of men and munitions to the fighting fronts
18 ﬁms‘heq. The repatriation of the troops and their dependents is proceeding
apace, being retarded only by the shortage of shipping. Reconversion from
wartime to normal conditions is the order of the day. There is no need to go
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over our war record, it speaks for itself, but let me say that if ever there were
doubts as to the capacity of the railway or of its efficiency, or of its being a
national necessity at all times, such doubts must have been completely dispelled
by the record of the past six years.

Now we face new problems. The shortage of labour is behind us. The
supply of repair material still remains difficult and in some cases critical. We
have some arrears of maintenance to catch up. The supply of coal is a matter
for anxiety. Traffic receipts are falling off, operating costs are increasing, and
our big problem is how to meet our heavy fixed charges. The change over from
war to peace affects production in all sections of the country Whlch is imme-
diately reflected in our traffic receipts. It is difficult to estimate how far the
reduction in revenues will go, how much of it is temporary and how much will
be recovered. Our 1946 budget forecasts a decrease in earnings of $48,700,000
or 11 per cent. For the first four months of the year the decrease has been
nine per cent. Our difficulty is that we cannot pull expenses down as much or as
quickly as the drop in revenues. There are many reasons why this is so. Some
expense varies with traffic volume, other expense does not. General administra-
tion expense, depreciation, pensions, snow removal, ete., for example are
controlled by factors other than the immediate traffic 'movement. We consider
33 per cent of the expense for maintenance of way and structures varies with
traffic, 58 per cent of maintenance of equipment and 85 per cent of transportation
expense. Then of course we are not compensated at the same rate for an equal
amount of effort. Commodity rates vary. Manufactured products earn a higher
rate per ton mile than do the products of agriculture, mines and forests. Last
year we were moving large quantities of material related to the war effort. This
traffic has been replaced by less remunerative traffic. In the first quarter of this
year we had an increase in car loadings and we operated more freight trains but
our revenue per ton mile decreased from -947 cents to -902 cents and our freight
revenues decreased by $6,474,000. Likewise in the passenger service, we ran
more passenger train miles but had a decrease in passenger revenue of $1 673,000.
We are therefore doing more work for less money.

But we are much more concerned about the constantly increasing costs of
operation. There seems to be no end to the increases in wage rates and material
prices. The report on last year’s operations points out that operating expenses
in 1945 were increased by $69,391,000 due to higher wage rates and higher prices
. for materials as compared with the pre-war price level. Since the war began
our employees received the cost of living bonus of $19.93 per month, and a
general wage increase of 6 cents per hour of $12.48 per month. These two
together gave an employee an increase of $389 per annum on a straight time
basis (our employees in Canada last year totalled 95393). In turn overtime
rates of pay had to be increased proportionately. Vacations with pay, changes
in working conditions, and other wage adjustments have added to the payroll
expense. The average hourly rate of pay increased from 66 cents in 1939 to 84
cents in 1945, an increase of 26-6 per cent, representing an increased charge to
operating expenses of $43,041,036. Increases authorized by the National War
Labour Board during 1945 are estimated to cost $1,232,647 a year. Other
increases authorized in 1946 will cost $430,000 a year and further applications
have been received which if granted would add considerably over $30 millions
to our payrolls. :

Material prices have increased substantially during the war and arc still
increasing. For example, treated ties which cost us $1.33 in 1939 cost $1.79 in
1945; untreated ties which previously cost 60 cents now cost $1.15; new rail has
gone up from $48.98 to $57.70 per ton; locomotive coal from $4.11 to $6.14, an
increase of $2.03 per ton. When you realize we consumed last year 6,725,320
tons you see why an increase of $2.03 per ton puts our fuel costs up by
$13,645,000. The price of steel and steel products excluding rail increased by
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12 per cent, lumber excluding ties by 47 per cent and other general material by
20 per cent. All in all we estimate our costs in 1945 were increased by $26,352,000
over what they would have been had the 1939 price ceilings been observed for
material used in railway maintenance and operation. Prices for materials in
1946 it is estimated will be higher than in 1945 by several millions of which
$2,000,000 is attributed to higher prices for fuel.

And so it goes. We are in the toughest kind of a squeeze play. Our
selling prices .are frozen but our production costs are mounting in ominous
fashion. Even a continuation of traffic volume at wartime levels would not
suffice to enable the railway to shoulder additional burdens, of the magnitude
I have outlined, without relief of some sort. Traffic volume is now falling. In
the month of April our receipts were down $4,341,000 or 12 per cent. Our May
budget forecasts a decrease for that month of $7,171,000 or 19 per cent. It
looks as if in the first five months of the year our traffic, receipts will be $20
millions below those of the previous year.

The burden of fixed charges also is a matter of grave concern to all of us.
It has always been a matter of concern but it becomes more so as we face
declining revenues and increasing costs. Our fixed charges in 1945 were
$49,009,000 of which $26,021,000 was for interest on funded debt held by the
public and $20,306,000 was for interest paid to the government. They absorbed
11-3 per cent of our gross revenues, a ratio nearly twice that of the Canadian
Pacific or the class one roads of the United States. As our revenues fall off
the percentage relationship will increase, of course. No other comparable
railway shoulders such a burden.

I am sorry that these remarks are in such sharp contrast to the report for
1945 which we are about to examine but I do not wish to leave any misconception
as to the basic situation which exists and which is emerging as business recedes
from its wartime intensity. A

The Acting CHamrmaN: Thank you, Mr. Vaughan. I think you, as
president of the Canadian National Railways, and your officers deserve a great
deal of credit for the showing you have made in this report.

M)r. VaveuaN: Thank you. Shall I proceed with the reading of the annual
report ?

The Acting CrARMAN: Yes, please.

Mr. VavguAN: In conformity with The Canadian Nationai-Canadian Pacific
Act, 1936, the Board of Directors submit the following report of the operations
of the Canadian National Railways for the calendar year 1945.

_The downfall of Germany and Japan relieved the nations of the terrible
afflictions of world-wide war, but it did not end their problems. The period we
have now entered brings great uncertainty and imposes new and highly comple_x
responsibilities, and Canada, which acquitted itself with honour in the war, is
called upon to share these obligations. i

In the Domiinion’s contribution to the work of building the new world which
must arise out of the ruins of the old, the Canadian National System will play a
valuable part, as it did in the war. Its co-operation, direct and effective, will he
available in all the activities leading to a bigger and better Canada, whether it
be in the fields of increased industrial and agricultural development or greater
exploitation of the country’s mineral and other resources. All departments of
the railway are giving these matters close attention.

Post-war projects were studied during the past year and plans were advanced
for the improvement of the Company’s service to the public, particularly in regard
to accelerated schedules and the provision of equipment designed for more econ-
omical operation and greater convenience and comfort for passengers.
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Competition between railway and highway services presents a problem of
growing importance. It is desirable that this competition should be on a fair
basis, having due regard to public convenience and necessity. To accomplish
this, common regulatory control would seem to be necessary.

Further evidence of the System’s ahility to meet the heavy demands made
upon it as a public service is to be found in the 1945 traffic figures. They also
reflect the change in pace and direction as the world moves out of wartime
emergency into reconstruction. Traffic volume continued at a high level during
the first nine months of the year, then the trend was gradually downward.
Revenue freight for 1945 amounted to 79,941,296 tons and 30,370,680 passengers
were carried.

Resulting from 1945 operations, a surplus of $24,756,130 has been turned
over to the federal treasury, after the payment of interest due the public and the
government. This was an increase of $1,729,206 over the surplus for 1944.

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

1945 ) 1944
Operating Revenues -«..ucurirvenseseaineaioatvasnancns $433,773,393 56  $441,147,510 35
e R e e S SR SO SR S e 355,294.048 48 362.547,043 53
Net' Operating Revenue .. vo.i o dofiaiuaise e s doen caives $ 78,479,345 08 $ 78.600,466 82
Taxes, Equipment and Joint Facility Rents............... 10,601,406 83 10,875,822 81
Net Railway Operating Income ... ...c..iiiivininsivens. $ 67.877.938 25 $ 67,724,644 01
Other Income. less deductions—Oredit .......... voueenn. 3.206,33} 49 3,371,920 27
Interest on Funded Debt—Public ......c..cnvieiciiesinns $ 26.021.784 56 $ 28,135,938 36
Interest on Government Loans ........c.eeucuss.soocenas 20,306,358.18 19,933,701 57
BUPDIRE. - ooiiors ~isnna i solb s o shr S s i 5 eseseenaeneas $ 24,756,130 00 $ 23,026,924 35

While shortages of labour and materials continued to restrict certain classes
of work, the property was maintained to meet the heavy demands of traffic.
Every effort has been made to maintain a high level of operating performance.
Freight train loading and speeds, and the utilization of equipment, have been
well maintained.

The repatriation of Canada’s armed forces added to the strain on the
Company’s facilities and equipment. A large number of special trains was
required to meet the ships at Halifax, New York, Quebec and Vancouver to
transport returning service personnel to all parts of the Dominion. Arrange-
ments made in anticipation of this heavy and concentrated movement enabled
the railway to handle the trains with dispatech. To fill the repatriation needs,
it was found necessary to withdraw many sleeping and dining cars from regular
passenger service, but the public accepted the inconvenience with wholehearted
understanding, and the Directors gratefully acknowleged their co-operation.

By the end of the year 7,015 Canadian National men and women had been
released from the armed forces and welecomed back by the management and
their fellow employees. The re-establishment program is proceeding smoothly
under the supervision of the headquarters committee referred to in last year’s
report. Regional sub-committees of the Rehabilitation Committee organized
fifteen years ago to re-establish employees injured while on railway duty have
been set up throughout the System to expedite the re-employment of men suffer-
ing physical disabilities as a result of war service. In engaging new personnel,
it is the Company’s policy to give preference to those who have had war service.

REsuLTs oF OPERATIONS

OpErRATING REVENUES. Traffic continued at a very high level. There were
changes in its nature and direction but not to any great extent in its volume.
Gross revenues amounted to $433,773,000 and were $7,374,000 or 1-7 per cent
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below those of 1944. To the end of September the average daily earnings were
slightly higher than those of the previous year; in the last quarter of the year,
however, the decrease was 5-8 per cent. For the entire year freight revenues
decreased 1-6 per cent, passenger revenues decreased 6-6 per cent, express
revenues increased 6-7 per cent and other revenues increased 3-3 per cent.
The tonnages of freight traffic by commodities are given on pages 32 and 33
of this report. Due to the war such statistics have been withheld from publica-
tion since 1941. Figures for the past four years are included in this report as a
matter of record.

OperaTING ExpENsEs amounted to $355,294,000 and were $7,253,000 or
two per cent less than in 1944. The 1944 accounts included $5,428,000 for 1943
backtime payrolls; there was no similar charge in 1945. The provision made
for deferred maintenance was $5 millions in 1945 compared with $10 millions
in 1944, Equipment depreciation charges amounted to $16,974,000 compared
with $19,853,000 in 1944, the reduction resulting from the adoption in 1945
of a depreciation rate of 3} per cent which is the average of the rates used
by United States Class I railroads. The reductions referred to were partly
. offset by increased maintenance and by some increase in the cost of moving
traffic. Pension costs also increased.

The increased cost of moving traffic, not compensated by additional revenue,
was related to the considerable empty movement of passenger equipment to the
seaboard for troop repatriation, also to the movement of Company fuel which
had to be brought in from the United States at Sarnia and the Niagara Frontier
for distribution throughout Eastern Canada. 3

The Directors feel that attention should be drawn to the higher costs of
operation resulting from higher wage rates and higher unit prices for materials
used in railway operation and maintenance. As compared with 1939 the higher
- wage rates added $43,041,000 to the payroll in 1945 and higher unit prices
added approximately $26,350,000 to the cost of materials. In the event of any
substantial decrease in traffic volume, not otherwise compensated for, these
higher costs of operation would prevent a continuance of the favourable financial
results which the System has been able to report for the past five years.

The above (see appendix “A”) indicates what has happened 1n so far as
operating costs are concerned. On the revenue side freight and passenger rates
generally remained fixed at the pre-war level in accordance with the regulations
of the Wartime Prices and Trade Board. Even so, by reason of changes in
traffic characteristies, the actual revenues per ton mile decreased from 0-938
cents in 1939 to 0-915 cents in 1945 and the revenue per passenger mile from
2:035 cents to 1-953 cents. These reductions in average revenue rates are
equivalent to a reduction in operating revenue of $10,742,000. -

NEer OPERATING REVENUE. After deducting operating expenses, $355,294,000,
from operating revenues of $433,773,000, net operating revenue was $78,479,000
mn 1945. The corresponding amount in 1944 was $78,600,000.

. SURPLUS FOR THE YEAR. - After making provision for various charges con-
sisting of taxes, equipment and joint facility rents, exchange and discount, also
for various income credits such as dividend and interest income, the results of
hotel and subsidiary company operations, etc., the net income available for the
payment of interest was $71,084,272. Interest payments to the public and
to the government totalled $46,328,142. After payment of interest the surplus
for the year was $24,756,130, an increase of $1,729,206 over the previous year.

CAPITAL EXPENDITURE ACCOUNT

The capital expenditure during the year amounted to $21,709,204, details
of which are given on page 20. The major portion of the total expenditure was
for new equipment acquired under hire-purchase agreements with the Dominion
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Government, consisting of 1,980 box cars and 146 refrigerator cars éosting
$10,078,911. Many needed improvements had to be deferred by reason of the
shortage of manpower and materials.

FINANCE

Funded Debt was reduced during the year by $56,273,908 and government
loans increased $29,097,741, a net reduction of $27,176,167. Details are as
under:—

Funded Debt Retirements
3% 16-year Guaranteed Bonds, Can. Nat. Ry. Co., called for redemption

R eestabory 1t JO0E ab Plis Lt Ly e SRR TR e ek e ik $ 20,500,000 00

3% 13-year Guaranteed Bonds, Can. Nat. Ry. Co., called for redemption
Peteber. 15, 1945 gl palt Josdi ok e s Rl e e s i St 30,000,000 00
49 Debenture Bonds of Stanstead. Shefford & Chambly Railroad Co By 155,865 25
5% Indebtedness to Province of New Brunswick .................. S 818,000 00
Equipment Trusts—annual principal payments ................ccoeeven.. 4,200,000 00

Various securities repatriated under the arrangements referred to in 1942
ENNUR) TePORl—DAT WREUS Tl L Ul sl ot hia o h 0 sk &g i nrh s 600.043 14
Reduction T Funded Tebt o 0l i davadi e visas solsiie san s sime $ 56.273,908 39

New Government Loans

Loan to retire two Can. Nat. Ry. Co. bond issues as above at par, A. and
St. L. Stock and various securities repatriated at market value........ $.51,102,570 77
Loans under Equipment Hire-Purchase Agreements .................c.0... 10,078,911 33
Total New ioans .............................................. $ 61,181,482 10

Government Loans Repaid

Loans repaid out of 1944 surplus €arnings ..........ccicevesveconcsosens $ 3,026,924 35
Todns' repaid- out of 1945 SUTDlUS - CATDINEE it v v o Uars stane s'siss s anaenns 20,000,000 00
Equipment Hire-Purchase annual principal payments ..................... 5,322,170 70

Payment under Financing and Guarantee Act 1944. The amount available

from reserves for depreciation and debt discount amortization in 1944
exceeded the total capital requirements for the year................. 2,776,532 03

Payment under 1938 Refunding Act, representing release of Trust Funds
held re Can. Nor. Ont. Ry. 324% Debenture Stock .................... 958,113 83
Total, MREDNTINONEE \fo vk i o5 3 Foi 4R o Ras s KA PRl v D8 b e w o $ 32,083,740 91
Inerease’ in Government To0aDS .. i eciicisrataateesinetast oo $ 29,097,741 19
Net reduction in debt during The Year o sl s ad s o e $ 27,176,167 20

Details of funded debt and government loans are shown on pages 21 and 22.

WAGES

During the year the National War Labour Board awarded six days’ vacation
with pay to additional employee groups which, together with changes in working
hours and overtime rates, also' directed by the Board, represented a further
substantial increase in payroll expense.

From the beginning of the war to the end of 1945 the total cost to the
National System of increased wage rates (including cost of living bonus) and
changes in working conditions amounted to $146,261,000.

Applications have been received for further increases in rates of pay and
changes in working conditions which, if granted, would represent an additional
payroll expense of about $32,000,000 per annum. These applications were not
acceded to by the management and for the most part are now before government
tribunals in Canada and the United States.

CANADIAN NATIONAL EXPRESS

The traffic handled by the Express Department was the heaviest ever
experienced.  Shipments totalled 17,063,716, an increase of 813 per cent
over 1944.
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Movements of war materials during the first part of the year and the volume
of merchandise traffic accounted for the increases. Fish traffic moved in greater
volume, while fruit business declined somewhat.

CANADIAN NATIONAL TELEGRAPHS

The facilities of the Canadian National Telegraphs were taxed to capacity
during 1945, and the volume of traffic, almost ten million telegrams, including
500,000 cablegrams, was the heaviest on record. The repatriation of overseas
forces and the reconversion of industry to a peacetimie basis contributed in
considerable measure to this total.

Experimental work in connection with the establishment of a radio relay
system Montreal-Ottawa-Toronto, in collaboration with Canadian Pacific
Communications and the National Research Council, was actively carried on
during the year.

HOTEL OPERATIONS

The business of the Company’s hotels was the largest in their history in
respect of guests accommodated and meals served. In all 2,534,575 meals were
served during the year. Despite wartime controls, the difficulty in obtaining
supplies, and the extreme shortage of labour, the standard of service has been
maintained at a high level. The resort hotels, Jasper Park Lodge, Minaki Lodge
and Pictou Lodge, which were closed during the war, will be open for the
summer of 1946.

The Hotel Vancouver, owned by the Canadian National Railway Company
and operated by a separate company for the Canadian National and the
Canadian Pacific Railways, was well patronized during the year.

SLEEPING AND DINING CARS

The Company’s Sleeping and Dining Car Department was called upon to
meet a record demand for service. Meals served during the year in dining cars,
café, buffet, commissary and kitchen'cars totalled some five million, of which
nearly 50% were served to members of the armed forces.

[_In‘der wartime conditions the Company was again unable to add to its
sleeping and dining cars and during 1945 the equipment situation became
more acute. :

TRANS-CANADA AIR LINES

. In 1945 the number of passengers carried by Trans-Canada Air Lines
Increased by 17% and air express volume by 11%, while air mail volume declined
by 8%. A third daily transcontinental flicht was established during the year.
Develqpmgnt of a full commercial operation of the Canadian Government Trans-
Atlantic Air Service, operated by T.C.A., was well advanced. Passenger tickets
are now being sold and a trans-Atlantic air express service is in operation. There

are three scheduled flights weekly in each direction across the Atlantic and these
will be increased as planes become available.

VICTORY LOAN CAMPAIGNS

In the two Victory Loan campaigns held during the year, Canadian National
elp‘ployees subscribed $34,010,650, an increase of $11,150,100 over 1944. Con-
tributions by personnel of Trans-Canada Air Lines, included in this total,
amounted to $1,024,450..

i Through the payroll deduction plan, employees invested a further $1,136,248
In war savings certificates during the year. :
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Apart from the individual purchases by employees, the Company subscribed
$11,487,500 to the 1945 Victory Loans for account of reserve and other funds.

The total of employee subscriptions to all the wartime loans was $83,795,900.
The railway subscribed $83,787,850 and Trans-Canada Air Lines, $1,899,500,
making a total subseription of $85,687,350. The grand total for employees and
Companies was $169,483,250. Total subsecriptions to war savings certificates to
the end of 1945 added $9,205,320.

The War Bond campaigns in the United States were well supported by
employees on the System’s United States lines.

GENERAL

The Company moved from Halifax and other ports 576 special trains for
the transport of some 208,000 repatriated armed forces personnel from overseas.
In approximately twenty-five crossings of the Atlantic, the senior hospital ship
Lady Nelson, formerly of the Canadian National West Indies fleet, brought
home more than 13,000 wounded and sick. Hospital cars built in the Company s
own shops were used in the hospital trains. The armed services have been most
gracious in their expressions of appreciation of the efforts of all departments
of the railway on their behalf. The repatriation is now practically complete
apart from the movement of dependents from overseas.

After making a valuable contribution to the Dominion’s war effort, the
plant of National Railways Munitions Limited at Point St. Charles completed
its work during the year. The building will be acquired by the railway for use
as a car repair plant

In 1946, deliveries of the following new equlpment will be made: 650 box
cars, 30 coaches, 10 mail and express cars, 10 baggage cars, 200 refrigerator cars,
400 box cars for the Grand Trunk Western Railroad, 16 ‘diesel switching loco-
motives. The new equipment will be of the most modern design and the
passenger cars will embody new features for the greater convenience and comfort
of the travelling public. Existing equipment is bemg renovated in an intensified
programme in the Company’s shops.

Construction of the new line from Eastern Junction to Bout de I'Ile on the
Island of Montreal was completed and brought into operation in 1945. The new
line enables all trains from the Lake St. John and Abitibi area of Northeastern
Quebee to come intc the Central Station and by improving suburban service
will greatly assist in the development of communities adjacent to Montreal. It
also provides improved facilities for the transfer of freight in Montreal and
shortens through routes. Completion of the new line permitted the abandon-
ment of 27.62 miles of the St. Lin subdivision between Joliette and Montfort
Junction.

The SS Prince George, in the Company’s Pacific Coast service since 1910,
was destroyed by fire on September 22nd.

THE STAFF

At the close of the war the Company desires to place on record its gratitude—
shared by the nation as a whole—to those who gave their lives in the cause of
humanity. The loss to Canada can never be estimated. From the ranks of the
National System to join the honoured war dead have gone 842 brave men. The
Company extends its deepest sympathy to their bereaved families.

The Company remembers with pride the 20,000 members of the staff who
participated so gallantly in the conflict, and those who faced great hazard serving
in the ships under the Company’s management.

The management is happy to weleome back to their daily work with the
railway those who have returned from the war fronts. While they.were away
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a large number of their fellow employees at home undertook to remain in
service beyond the normal retiring age to assist the railway and the management
in the emergency. As they noW go into retirement, thus assisting in the re-
assimilation of the war veterans, they take with them the best wishes and
thanks of the Company for their valued co-operation.

The Directors express their gratitude to the men and women of the System
who by their loyal devotion to duty enabled the National System to carry the
heavy burden of the war years and give the shipping and travelling public the
responsible, efficient and courteous service it has a right to expect.

The Actine Cuamman: Now, gentlemen, if there are any questions you
wish to ask President Vaughan, do so.

Mr. Remp: Mr. Chairman, I have one or two general questions I would like
to ask the President. Perhaps I might have the opportunity of starting off
because I have to attend another committee; if President Vaughan doesn’t mind.
One question is in regard to the statement made as to the fuel situation. What

as been giving me concern is the importation of coal from the United States.
I have just been wondering, Mr. President, if consideration has been given to
the burning of oil in some of the provinces, because you have to transport coal
and likewise you have to transport oil; but I am wondering if any consideration
has been given to the burning of oil to overcome the difficulty which very often
arises due to strikes and their effect on the importation of coal from the United
States?

Mr. Vavcaan: We have been, Mr. Reid. We have been using oil where it
could be obtained. During the war we had difficulty in obtaining oil as well as
coal. There is, as you know, insufficient oil produced in Canada to anything
like take care of requirements for oil in Canada; but we have used as much
Canadian produced oil and coal as we could get, and I think in future we will be
able to use all the oil produced in Canada that is available. As you know, we
are operating some oil wells of our own in Northern Alberta around Vermilion
which we opened up as a result of the shortage created by the war. We were able
to get some production, but it was very limited.

Mr. Rem: T am sorry, Mr. President, I forgot at the outset to compliment
you, not only on ycur splendid report, but also on the fact that T see you have
put New Westminster on the map this year. I want to express my personal
appreeiation for your having done that, that makes my having been named a
member of this committee very much worth while. However, that is an inci-
dental in passing. I have some questions I would like to ask before I leave for
the other committee. I have about four or five of them, and my first one is

regarding lodges; for instance, Jasper and the other lodges. Over the years do
they pay their way or are they run at a loss?

Mr. Vavenan: Well, let us say that generally speaking summer hotels are
not profitable in themselves. Jasper usually makes an operating profit. But
1t must be remembered that a great deal of indirect bencfit accrues to the
raliway by reason of the operation of Jasper Lodge, because we move a great
many people in and out of there every year, from whom we get a long haul;

So we feel that in the long run it pays us to operate these hotels both at Jasper
and these other places.

Mr. Rem: The next question T wanted to ask emanates from your report:
Let us suppose the future is not bright, the situation which the railway faces
from now on, particularly as compared with the war years. T was just wondering,
Mr. President, if you have any suggestions you can make that might keep the
railway out of the red better than apparently you feel will be possible?

Mr. Vaveran: We study every item of operating expense with a view to

seeing if we can reduce that expense without unnecessarily curtailing the service
63947—2
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to the public. Speaking of Jasper Lodge, we have had so many applications
for accommodation there that we just do not know what to do with them. We
have been practically filled up there for two or three months in advance, that
means an extensive volume of long haul traffic for the railway.

Mr. Rem: Regarding overtime, I notice overtime mentioned in your report.
I had a delegation come in to see me regarding overtime just before I came
down to the committee room this morning. Their complaint was that in certain
sections there is far too great an amount of overtime, and their suggestion was
that if overtime was cut down it would be possible to bring many more
ex-service men into railway work. As one who is against overtime if at all
possible to do without it, I was wondering if some attention was being given to
the matter of having it reduced. For instance, they pointed out that a hundred
miles per day used to be a run. The delegation were complaining, and I thought
it was most generous on their part, because that rule is not now being observed
and they were getting a great deal more overtime than seemed to them to be
fair. One of the delegates said he did not want to do too much work, two
months time in one, but there was nothing to stop him from doing that under
arrangements as they now stand; he said, why could we not go back to the
system ‘which was in effect before the war. He was speaking of trainmen
particularly. ,

Mr. VaueHAN: They are all governed by train schedules and the men
themselves are all parties to the arrangement. So far as overtime is concerned,
a great deal of overtime was necessary during the war on account of the
shortage of employees. We had to pay out large sums of money for overtime
in all departments. That is being cut down every month and is now nothing
like what it was. That overtime situation is being watched very carefully.
These runs for the men are very carefully arranged, and while we do have
some complaints, I think generally speaking the organizations, as a whole,
are satisfied.

Mr. Warron: May I say with respect to that that each month since the
beginning -of the year we have been studying the payrolls for the express
purpose of reducing overtime. Research is going on continuously and as a
result of efforts which have been made overtime has been considerably reduced,
and a number of additional men taken on. That is one of the things on which
we get a special monthly report, and it is very noticeable that the proportion
of overtime to total payroll has been on a descending scale each month since
last November.

Mr. Jackman: I wonder if T might ask Mr. Reid for a clarification of the
statement as to what one of the members of a train crew said to him, that is,
not wanting to go over the hundred mile run limit and that they were doing
far more than that, in effect that they could get all the overtime they wanted;
and as I understood him, his complaint was that the amount of overtime was
‘excessive and they wanted the rules brought back into force as they existed
*in the pre-war years thereby cutting down on the excessive amount of overtime
and providing employment for more men. I think Mr. Reid said that in his
opinion the complaint was a very fair one, they were not asking for more money
but rather that they did not want to be working sixteen or seventeen hours a
day—and I think he said one member of the delegation told him something to
that effect, that in many instances that they could do that; and I gather from
what he said that it was the desire of the men themselves that they should be
permitted to return to the rules of operation which applied prior to the war.

Mr. Warton: I may tell Mr. Reid, and others interested, that we do not
have arrangements whereby a man can put in from seventeen to eighteen hours
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a day. It is conceivable in the event of some unforeseen delay which might
‘occur that one single trip might involve excessive hours, but the funs are not
set up on that basis. .

Mr. Rem: This man told me he.was on a freight train, he said, "‘I can put
in all the hours I want to;” lie said, “there is nothing to prevent me if I can do
without sleep, I can work as long as I want to.” What this man wants is to
see the mileage cut down to what it was before the war so that not only would
they be putting in a fair and reasonable amount of time, but more particularly
so that there would be more opportunity for employment for returned service
men. And I may tell this committee that this man was a returned soldier from
the last war.

Mr. Wavron: That statement is one which I think should be accept_ed
with some qualifications, because we have different working arrangements with
the various branches of employees which set out the maximum mileage. These
men are paid by the miles, not by the month. .
. Mr. Rem: I will promise you this, I will get a statement from this
individual and place it before you at our next session.

Mr. Warrox: It will be appreciated if you will arrange to do that, Mr.
Reid. May I say that it was only due to the pressure of war years that we
extended the \\'ofking mileage, of course, that is a situation which does not
exist at the present time.

Mr. Jackman: Some time ago we were discussing that rule of one hundred
miles per day. I think Mr. Vaughan said at that time that that rule was in
operation when he first started in railroading,which is quite a few years ago I
believe, Mr. Vaughan?

Mr. VaveaaN: Yes, it was.

.. Mr. Jackmax: How could a man hélp putting in more than one day’s work
1f he is only allowed to run one hundred miles the average day?

Mr. Warron: 1 was speaking of a monthly maximum, not a trip mileage.
He may make one hundred and forty or one hundred and fifty miles on the
Individual day, but the wage agreement is for regulation on a monthly basis, so

that in respect to length of trips the whole matter is subject to monthly
regulation.

Mr. Jackmax: What would be the regulation with respeet to one of these
crack trains running, let us say, down to the maritimes, or between Montreal
and Toronto. The engineers and the train erews would be piling up mileage
pretty fast on runs of that kind if the one hundred mile rule were applied. It
certainly would not take them very long to acquire that amount of mileage.

an you give us the approximate figure over the system which indicates how
long it takes for a man to pile up one hundred miles?

Mr. WaLron: Well, it varies of course. On the fast trains of the type
to which you referred, the man would make a hundred miles in two or three
hours, but on a slow way freight train which has to work its way along the line

such as in local freight, it is a variable factor, depends on type of work in which
the man is engaged. ¢

Mr. JACKMAN: You must have a figure which shows how long it takes the
average individual to run up his hundred miles.

Mr. Wavzon: There are so many variable factors entering into it that I

am afraid it will not be possible to give you any figure of the kind for which you
ave asked. However, I would say that in the passenger train service the
average would be somewhere around three hours to run one hundred miles. In
through freight service on double track lines where there are no meets to be

made the miles would be made very quickly. And on single track operation on
63947—23 ‘ >
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the other hand it would vary anywhere from four and a half to seven and
a half hours, something like that. On way freight trains, those which do a lot
of work at almost every stop, it would be anywhere from eight to nine or ten
hours, and there would be odd cases where it would be more.

Mr. Jackman: Where you have a way freight picking up freight do you
pay the man on any other basis than just on the mileage covered?

Mr. WaLton: Yes, the rule provides for payment on the basis of hours,
or miles, whichever is the greater.

Mr. NicaoLsoN: What about a man who works on one of these mixed
trains where it takes twelve hours or more to make a run. How do you cover
that? Does the mileage rate cover that?

Mr. Warron: They have a regulation of mileage which applied execept
in wartime when special arrangements went into effect. Under that rule a
maximum monthly mileage is fixed.

Mr. NicHoLsonN: And that is in effect now?

Mr. WaLton: Yes. It is based on so many miles, or so many hours, and
on these long runs he gets a layoff of so many days before he goes back on again.

Mr. Nicuorson: And what are they paid for this overtime, regular rates
or time-and-a-half?

Mr. Warton: On some parts of the line overtime is paid pro rata while
on other parts of the line it is paid on the basis of time-and-a-half. Whether
it is paid pro rata on the basis of time-and-a-half, involves a number of other
factors. For instance, on a local way freight run where it would normally take
eight to ten hours to cover the distance no overtime would be paid until the
average speed for doing the job had been made.

Mr. Nicuorson: In other words, he would be expected to put in eight
hours as his regular day, and then for‘anything over eight hours he would get
time-and-a-half?

Mr. Warron: Yes, if it is a hundred-mile run; and, similarly, if it was
freight service it would take a certam rate while it would be different for a
passenger service.

Mr. Jackman: I should think it would not take a man very long to put
in his hundred miles on some of these fast passenger trains, they would get one
hundred miles in in about two and a half hours. How could you help but pay
men of that kind a large amount of overtime?

Mr. Wavrton: On many of the long runs, runs over a hundred miles, there
are a certain number of non-working days in the month for the men. . For
instance, in such a case as the one to which you referred, those trains which
operate between Montreal and Toronto, the fast passenger trains; let us say
that a man on that train comes from Montreal to Toronto, 334 miles.

Mr. Jackman: Will one crew take the train right through?

Mr. Warton: Yes, not the engine crew, the conductor and the train crew.
There is a certain schedule of erews worked out so that they have a proper rest
in Toronto after they have made their run of 334 miles. Similarly, when they
make the return run to Montreal they have a certain rest period of considerable
length. A sufficient number of crews are in a pool of runs so that in a month
they make approximately the regulated monthly mileage about which I spoke.

Mr. Jackman: So that if a man goes from Montreal to Toronto one day,
and makes the return trip some time during the same week, he has put in 668
miles which would be about six days’ work under this hundred mile schedule?

Mr. Warron: The passenger mileage is one hundred and fifty, the one

hundred miles refers to freight. He would make it in approximately two days.

1
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Mr. Jackman: How far did you say it was, 330 miles?!
Mr. WarTon: Yes, 334 miles.

Mr. JackmaN: Then, as 1 say, it would be 660 miles for the round trip. He
would make his full mileage schedule for the week in that round trip. In other
words, he could not possibly work more than half a week on runs of that kind.

Mr. Vaveaax: That is quite right.

Mr. Jackmax: And he piles up his average very quickly.

Mr. Warron: That is right.

Mr. Jackman: And what does he do then, nothing?

Mr. Vaveuan: He does nothing.

Mr. Wavron: He does nothing, as far as we are concerned.

Mr. Jackman: Does that satisfy him?

Mr. Wartox: Apparently.

Mr. Gison: He is still paid the average anyway.

Mr. Jackman: And he isn’t working half his time.

Mr. Warton: Let us consider the mileage- arrangement for a trip of thqt
kind on that part of the line. Let us assume that the amount of mileage he is
permitted to make on a run of that kind is 6,000 per month. A sufficient number
of crews are put into the pool with respect to certain trains, we arrange the
operation of that train so that each man gets in his 6,000 miles per month on
the work with a sufficient number of days off during the month to give them
rest between trips; short periods of rest for them when they are away from
‘.che'ir home terminals, with longer rest periods at their home terminals. That
1s the way it is worked out. ,

Mr. Jackman: 8o he works 6,000 miles on that run; that may be an
exceptional one, but he actually works ten days, puts in ten round trips to pile
up that mileage.

Mr. Warron: Just about that.

Mr. Jackman: And then I take it that any service he puts in beyond t.ha,’o
mileage would be considered overtime, and would be paid for at the overtime
rate. Would that be pro rata, or would that be time and a half?

Mr. WaLron: Arrangements are worked out so that they do not go beyond
’g-heir mileage. A sufficient number of crews, or men, are kept in the pool so that
1t will take care of that.

Mr. Jackman: I realize that the matter is one which is not entirely in your
hands as operators of the road, that the unions as well as the operating officials
are concerned with the drawing up of rules such as the one which we have been
discussing.

Mr. Warron: Yes, it is an arrangement with the railway union, but it is
nlot a hampering rule in so far as our expenses are concerned, if I make myself
clear.

“Mr. JackMAaN: Then, accepting the standard of one hundred and fifty miles
as a generality, may I suggest that ten round trips between Montreal and
Toronto, constituting a month’s work, does not seem hardly right.

Mr. Wavron: The point that I am trying to make clear is that it imposes no
penalty on the company, from the operating standpoint and it spreads the work.

there is any other objection to it, I do not see it at the moment.

Mr. Jackman: It is satisfactory to the government if they are willing to
accept the rule of one hundred and fifty miles being a fair day’s work on a run
like that. What it really works out to is this, that you have a considerable

number of running crews each of whom completes his monthly assignment in
ten round trips between Montreal and Toronto.
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Mr. Warton: That is right.

Mr. JackMAN: May I say that seems to me to be rather easy.

Mr. VaucHAN: But, you don’t have to collect fares.

Mr. LaCrorx: Mr. Chairman, may I call attention to the item of fixed
charges paid by the company. I see that their fixed charges amount to some
$49,000,000, of which $26,000,000 odd is for dnterest on funded debt-public,
and $20,306,000 is “interest on government loans”. I see that the payments
made on that account amounts to roughly twenty per cent gross revenue. That
is a very important item, is it not?

Mr. VaugHAN: Yes, sir.

Mr. LaCroix: I just wanted to ask the minister if there is any way of
easing the burden of interest payments to the government so as to enable the
company to improve their position in such a way as would place them in a more
favourable position in comparison to other railways.

Hon. Mr. Cugeveier: I can only say in reply to that, Mr. Chairman, that
the question is one which is being studied very carefully and very earnestly.
It is being studied with a view to the possibilities of refinancing; as a matter of
fact only recently a refinancing scheme was put into effect which has meant
a saving of a million dollars a year to the company. And another matter has
been given some attention, the possibility of accepting income bonds in view of
interest on demand notes on certain repatriated stocks. While no decision has
yet been reached on that aspect of the matter the government is giving it very
close, very serious consideration.

Mr. Hazen: Did you zay that a refinancing scheme has been put through?

Hon. Mr. Cuevrier: No, what I meant by that was that certain issues of
bonds are refinanced from time to time and the interest rate revised on the
refinancing, thereby making a saving to the company of a certain amount.

Mr. Hazen: And now, I would like to ask another question. You say in the
statement which you first read to the committee, after referring to these recent
costs of operation:—

We are in the toughest kind of a squeeze play. Our selling prices are
frozen but our production costs are mounting in ominous fashion. Even
a continuation of traffic volume at wartime levels would not suffice to
enable the railway to shoulder additional burdens of the magnitude I
have outlined, without relief of some sort. Traffic volume is now falling.

Then you say that these conditions cannot go on, and you suggest that there
must be some relief somewhere.

Mr. VAveHAN: Yes, sir.

Mr. Hazex: Have you in mind any particular form of relief?

Mr. VaveHAN: The form of relief that we have in mind is an increase in
freight rates.

Mr. Hazex: What about passenger rates?

Mr. VavcHAN: We have not given consideration, for the time being, to
an increase in passenger rates. As you know, in the United States the railways
have applied for an increase of 25 per cent in their freight rates. We have not
submitted any application—and when I say we I mean the Canadian railways—
yet to the government.

Hon. Mr. CHEVRIER: Does the American brief include passenger rate
increases?

Mr. VauveaAN: No, sir.

Mr. Hazen: The Canadian Pacific Railway must find itself in the same
position as your railway does? 1 ‘
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Mr. VaucHAN: Yes, they do.

Hon. Mr. Cuevrigr: Their annual report would indicate that.

Mr. Hazex: Do you propose to make an application for an increase in
freight rates? How does the matter stand at present?
~ Mr. VaucHan: Yes, we do propose to make an application for an increase
in freight rates.

Mr. Hazex: From the look of your statement it seems to me that that
should be done in the near future.

_ Mr. Vaveuan: That is now in the course of preparation by the railways
m Canada, by all the railways in Canada.

Mr. Hazex: Do you know when it will be made?

Mr. VaveaAN: I could not say just at the moment. It is rather difficult
for us to make up our mind as to just exactly how much we need. There are
Increases in expenses coming along almost daily: new labour awards are being
made by the War Labour Board at Ottawa; increases in prices are being allowed
almost daily on materials which railways use, and we do not know where the
end is going to be; and we would not like to make an application and find we
had not asked for enough. :

Mr. Hazex: When Mr. Reid was here he asked you if you had any sug-
gestions to make for keeping the railway from going in the red—if I under-
stood him correctly—and I suppose this would be one of the means?

Mr. Vaveran: That matter has been very actively under consideration.

. Mr. Hazex: Now, on page 1 of your report to the minister you say: “Compe-
tition between railway and highway services presents a problem of growing
Importance. It is desirable that this competition should be on a fair basis, having
due regard to public convenience and necessity. To accomplish this, common
regulatory control would seem to be necessary.”

Mr. Vaveuan: That is right.

Mr. Hazex: Has your company taken any steps to recommend or to bring
about some common regulatory control? : 2

Mr. Vaveuan: The railways of Canada have for some years recommended

there should be a common regulatory control. Perhaps the minister could explain
the question. !

Hon. Mr. Cuevrier: I can say something with reference to that. I do not
recall t_,he year, but the then Minister of Transport, who was Mr. Howe, including
I a bill a section or sections whereby the Board of Transport Commissioners
would have jurisdiction over transportation on certain highways, and I think,
although I am speaking from memory now—I think it had to do chietty with
nberprovineial travel; parliament refused to give the minister that authority.

hen, again, I think there was a bill submitted to the Senate with the’ same
end in view which was later withdrawn because of objection.

Mr. Hazex: It was interprovineial?

. Hon. Mr. Cugvrier: Yes, of course, Mr. Hazen will realize immediately there
18 a difficult problem there, one having to do with provincial rights, and the
government attempting to give to the Board of Transport Commissioners jurisdic-
tion over highways would get into all sorts of difficulties.

_ Mr. Hazex : For through freight going from one province to another, there
might be something. .

Hon. Mr, CHevRIER: Yes, on the face of it that would seem to be in order,
but my understandl.ng of.the law is that when a matter becomes interprovincial
consent of the provinces is necessary before any legislation has effect.
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Mr. Hazex: Could the minister tell us whether this matter has been explored
further; has anything been done about it?

Hon. Mr. Curvrier: It is under consideration all the time because of
representations that are made by the railway, but so far as further exploration
is concerned, unless the provinces consent to give up a part of thelr jurisdietion,
I do not think we can proceed any further.

Mr. HargNESS: Mr. Vaughan, in connection with these inecreases in rates
which you people no doubt have been studying, are you thinking of a flat increase,
or are you thinking of a revision of railway rates generally in that connection?

Mr. VaveaaN: That has not been determined either. We will probably follow
to some extent what has been done in the United States, not necessarily using
the same percentages. They have asked for a flat increase of 25 per cent on most
commodities with specific increases on other commodmes such as coal, lumber,
ore and things like that.

Mr. Hargness: What I was thinking of is this: you know that there is a
great deal of dissatisfaction in some parts of the dominion over the freight rates
the people have to pay, and I was wondering whether your proposals involve a
revision of the freight rate structure in order to meet some of these inequalities.

Mr. Vavenax: No, sir; any application we would make for an increase in
freight rates would not take those matters into account; we would only deal
with the freight rate structure as it exists at the present time.

Mr. Hark~Eess: I wonder if the minister could tell us whether anything is
contemplated in the revision of freight rates?

Hon. Mr. Cuevrier: Well, I think the president has answered that very
well. It is not up to the government to make application in regard to freight
rates.

Mr. Harxxess: What I was thinking of is this: all kinds of bodies in
western Canada particularly have made application for revision of freight
rates— —

Mr. MutcH: Reduction.

Mr. HARKNESS: A revision to bring some of these freight rates in certain
areas more in line with freight rates in other areas, and I was wondering if

the government was exploring that situation at all or had contemplated doing
anything along that line?

Hon. Mr. CHEVRIER: Perhaps the best Waykto answer that is to tell Mr.

Harkness that the question of freight rates is one which is a difficult one, and
perhaps one of the most difficult things to understand is the manner in which
freight rates have been set up all across the country. The application, should
it be made, would, I presume, be made by the railways to the ordinary court,
namely, the Board of Transport Commissioners of Canada. Whether the
application would be one for a flat inerease or one for increases in various
parts of the country, I do not know. The president says he is giving that some
consideration; but if an application were made to the Board of Transport
Commissioners I believe that anybody affected would have the right to reply,
to put in a counter-submission, suggesting that in certain parts of Canada there
is an unfairness created by the rates, and asking for revision downwards. It
would then be up to the board to decide what decision to make under the
circumstances. That is one method of dealing with the difficult and complicated
question of freight rates.

Mr. Vaveaan: Wartime prices control is 1nvolved

A Hon. Mr. CuEvrIER: As the president points out, there is that very important
feature, namely, that under the regulations of Wartime Prices and Trade Board

RN N e Ak v
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freight rates cannot be upped; they cannot be revised downward or increased;
and until that regulation has been amended or taken away the freight rates
could not be increased.

Mr. Hazex: The total operating revenues are $433,773,000. Of that amount
how much was obtained from freights, and how much from passengers?

Mr. VavcaAN: You will find that on the opposite page, on the first page,
marked No. 4 in the report. (Page 8 here)

Mr. Gsson: Twenty-five per cent there would be about $80,000,000.

The Acting Cramman: How would it do if we took this report page by
page, starting on page 5?

Mr. NicuoLsox: Let us go back to the original statement of the president.
I would like to follow up a statement made. He suggested that something
should be done about reducing the interest paid to the government. I think we
are all concerned about the problems raised by the president with regard to
future earnings. I note that our fixed charges are 11.3 per cent, a ratio of
nearly twice that of the Canadian Pacific Railway or of class one roads in the
United States. I gather that this situation has existed ever since the Canadian
National Railways System was incorporated. Could the president indicate how
frequently representations have been made by the management to the govern-
ment for some relief in this field and how recently the last representation has
been made? ‘

Mr. VavcuaN: I have a statement here which I prepared with respect to
fixed charges, and which I shall read to the committee with the permission of
the chairman, if I may. It goes into all that matter in detail. There are copies
of this statement which will be passed around to the members so that they can
follow as I read it.

Mr. Jackman: In connection with Mr. Hazen's question with regard to inter-
provineial trucking, may I ask the minister whether the opinion he gave about
the jurisdiction of the federal government in that field was a legal one?

Hon. Mr. Cugvrier: No, I was speaking from memory, Mr. Jackman.

Mr. Jackmax: Has the dominion not the right to regulate interprovineial
traffic, as they do interstate traffic in the United States?

Hon. Mr. Cugevrier: The situation in the United States is entirely different
from that in Canada. In the United States there is an Interstate Commerce
Comrq'ission which has jurisdiction over the whole country, whereas in Canada
there is a provineial body in each provinece: in Ontario, it 1s the Municipal Rail-
way Board; in Quebee it is the Public Services Board; and in other provinces it
18 some other board.

Mr. Jackmax: But in each of the states of the union there will undoubtedly
be a separate state board to regulate intrastate trucking; but where does the
LC.C. get its jurisdiction if it does not, get it from the constitution of the United
States, and have we not a similar provision—

Hon. Mr. Cuevrier: I think the 1.C.C. gets authority from the constitution,
but we have no similar provision. "

Mr. Jackman: Have we not any implied power in that regard?
Hon. Mr. Cueviier: Well, that is a matter—
Mr. Jackman: Surely it must have been up time and time again?

_ Hon. Mr, Caevrier: With reference to that question, it is a matter for legal
opinion, and I would not like to give my opinion as being a legal opinion on the
question. :

Mr. Vaveaan: It was up actively in the House.
Hon. Mr. Cagrvrier: Undoubtedly.
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Mr. Murcu: And before the committee.

Mr. Jackman: I am not asking for a political decision, which is guided by
other considerations. Does the British North America Act give us power as a
federal authority to regulate interprovineial trucking traffic if we so desire?

Mr. LaCrorx: That is not a matter for us to decide; that is a matter for
interprovineial conferences; and the way things go on now it is not going to
be settled quickly. 3

Mr. JackMAN: I am asking whether we have the power, because in inter-
provincial eonference—

Mr. LaCroix: You have received the answer.

Hon. Mr. Cagvrier: I am afraid, Mr. Jackman, that I cannot answer that
question other than I have. I tried to say a while ago that so far as intra-
provineial transportation is concerned, I think clearly it is within the provineial
jurisdiction, but so far as the interprovincial matter is eoncerned I am not in a
position to answer. I would think, however, that some consent of the provinces
would be required. What makes me think that is this, that when a like section
was introduced into a bill ip the House, giving to the Board of Transport Com-
missioners of Canada jurisdiction over that kind of traffic, there was so much
objection from certain members of the House on this very legal point that it
was seen fit to withdraw that section.

Mr. Hazex: Would it be in order to ask the Department of Justice for a
ruling on that question which Mr. Jackman has just asked?

Hon. Mr. Cuevrier: I shall be glad to get it.

Mr. Hazen: I think it would be important to have that decision.

Hon. Mr. Cuevrier: I shall be glad to get it.

Mr. JackmaN: In the B.N.A. Act, as I recall it, there is a section which
says that any railway in Canada, whether intra- or interprovincial can be
declared to come under your department. There is some section which gives
the dominion the right to declare any railway in Canada under your jurisdiction.

Mr. MurcH: Aren’t we getting a little ahead of ourselves?

Mr. Jackman: Where does the power derive from?

Hon. Mr. CaevrIER: If you are referring to railways, there is no question
that the federal government has jurisdiction; but I am not talking about
railways, I am talking about competition of the railways with trucks and the
like on the highways.

Mr. Jackman: Railways are specifically set out in the B.N.A. Act as
within the province of the dominion.

Hon. Mr. Cuevrier: Right.

Mr. Jackman: And once you declare a railway under this section it comes
within your province, but no such section refers to interprovincial trucking?

Hon. Mr. Crevrier: No, but there is a section, section 92 of the B.N.A.
Act, which clearly gives authorlt} to the provinees so far as highways are
concerned

The Acting CHARMAN: Gentlemen, is it your wish that Mr. Vaughan shall
read his statement, and afterwards we will go on with the report? .

Mr. VaveHaN: This is the statement with respect to fixed charges of the
system:—

During the meetings of this commlttee in October last, attention was called
to the disproportionate amount of gross revenues of the National System
absorbed by fixed charges and there was some discussion of the matter, at
which time I advised the committee we had up with the Department of Finance
the question of certain adjustments in our fixed charges and suggested the

A
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matter might be more fully discussed at the next meeting of the committee. .
In anticipation of such discussion I have prepared a memorandum stating our

views and indicating the necessity for remedial action. I might say that the

negotiations with the Department of Finance to which I referred last year

related to a recommendation of mine that the government accept income bonds

of the Canadian National Railway Company in payment of the amount owing

by the railway to the government for repatriation of British securities.

In a matter of this sort it is well to examine into the principles underlying
the capitalization of railroads generally. In the United States the issuance of
railroad securities is under the complete control of the Interstate Commerce
Commission. Under section 20a of the Interstate Commerce Act it was made
unlawful for any carrier to issue securities unless and until the commission by
order authorizes such issue. In recent years the commission has exerted strong
pressure on the railways to bring about a gradual reduction of funded debt and
fixed interest charges. They have stated this is their policy and that it will be
continued. One opportunity to effect a reduction is the utilization of surplus
earnings. Another is afforded when bond issues mature and can be refunded at
current lower interest rates. In approving 27 railroad refundings during the
twelve-month period from June, 1944 to May, 1945, involving $1,081,415,000 of
new securities, there was an annual saving in interest charges based on the
differences in the coupon rates on the old and new issues in excess of 25 per
cent. The main reduction, however, has been brought about under plans of
reorganization under section 77 of the National Bankruptey Act. Subsection
(b) under which railroad reorganizations are effected, requires that the plan of
reorganization shall provide for fixed charges in such amount that, after due
consideration of the probable prospective earnings of the property in the light
of its earnings experience and all other relevant facts, therg shall be adequate
coverage of such fixed charges by the probable earnings available for the
payment thereof. Fixed charges, which is a term in general use by the
railroads, it should be noted, comprises rent for leased roads and equipment,
interest on funded and unfunded debt and amortization of discount on funded
debt and, in the case of Canadian National, interest on government loans.

Attached to the memorandum you have before you is a statement “A” which
shows as of September 30, 1945, the reduction in fixed charges under plans
of reorganization approved by the commission. From this statement you
will note that the debt of 32 railroads before reorganization was $4,300,521,178,
and after reorganization was $1,833,543,264, a reduction of $2,466,977,914. This
reduction is 57-36 per cent of the prior debt. The annual fixed charges were
reduced from $148,865,539 to $40,113,369, a reduction of $108,752,170 or 73-05
per cent. I ask the committee to note that not only was there a very substantial
reduction in total debt but also that the debt after adjustment included
$824,441 464 or 45 per cent in the form of income bonds.

T_he procedure followed by the commission when making changes in the
Cap_ltal structure of American roads, after determining the total amount and the
majority of each class of claims, is to ascertain what is the reasonable amount
of net earnings which may be expected under sll conditions to be available for
fixed interest charges. Thereafter the total amount of fixed interest bearing
debt and interest thereon is placed at a figure within the expected earning
capacity, and the possibility of increased earnings over the minimum figure
1s used as a basis for allocating income bonds. If there is a possibility that
contingent interest may be earned then provision is made for preferred stock.

The committee will also wish to refer to the funded debt and fixed charges
of the Canadian Pacific Railway Company. The funded debt of that company
at the end of 1938 was $232,188,724, whereas at the end of 1945 it was $93,669,000,
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a reduction of 59-66 per cent. The 1945 report shows that their fixed charges
(which in 1938 amounted to $26,853,756) have been reduced to $19,547,129 in
1945, a reduction of 27-21 per cent. This reduction in fixed charges has been
brought about by debt retirements out of surplus earnings and by refundings at
lower interest rates, and also by putting their Soo Line through reorganization
proceedings. There is an apparent disparity in the ratio between their funded
debt and fixed charges. The explanation is that their fixed charges include not
only interest on funded debt but interest on debenture stock, leased road rentals,
and the interest guaranteed by the C.P.R. on the Soo Line Company’s bonds,
ete. They do not include the prineipal of their debenture stock in funded debt.

Now let us see how the Canadian National compares with American rail-
roads and with the C.P.R. In the seven years referred to, 1938-1945, the funded
debt of Canadian National Railways, including loans at interest from the
government, was reduced from $1,298,141,226 to $1,247,381,610, a reduction of
3-91 per cent, and the fixed charges were reduced from $53,451,741 to $49,009,508,
a reduction of 8-31 per cent. In our case the reduction has been brought about
by the utilization of surplus earnings, repatriation proceedings and refunding
at lower interest rates.

As I have mentioned, the Interstate Commerce Commission in their deter-
mination of permissible fixed charge debt place main relianee upon the carrier’s
ability to service such debt. It is one thing to talk about cost per mile of road,
operating ratio, mortgage security, and so on, but if the earnings are insufficient
to support the debt structure imposed upon the property, that structure is top
" heavy. Statement “B” attached to this memorandum shows the relationship of
fixed charges to gross earnings for the larger U.S. roads, also for U.S. class 1
roads as a whole, and for the Canadian Pacific and Canadian National respec-
tively. In 1939 which is taken for comparison as being the last pre-war year,
the ratio of fixed charges to operating revenues for class 1 railroads was 15-21
per cent, for the C.P.R. 16-76 per cent and for the C.N.R. 26-24 per cent.  For
1944, the latest year for which full comparison is available, the percentage for
class 1 railroads was 6-00, for the C.P.R. 6:50 and for the C.N.R. 11-44.

May I interject here that the Canadian Pacific has a further advantage
over the Canadian National in that a very large part of their interest charges
is paid in sterling from which they receive an exchange benefit. Nearly
$20,000,000 of our interest charges are payable in U.S. funds on which there is
an exchange penalty. This exchange feature. so far as interest charges are
concerned, penalizes the Canadian National by $1,937,000 a year whereas it
benefits the Canadian Pacific to the extent of over $300,000 a year.

Even if our debt to the government with respect to repatriated securities
were put on a contingent interest basis our percentage of fixed charges to operating
revenues in 1944 would be 8-35 as compared with 6-50 for C.P.R. and 6-00 for
U.S. class 1 roads. , On any basis of ecomparision the C.N.R. is seen to be out
of line in the relationship of its fixed charges to its gross revenues. This
situation is inherent to the National Railway System. It follows from the
policy adopted when the insolvent privately owned railways were taken over
with all their debts. In the five years prior to 1923 (the first year of amalga-
mation) the railways comprising the amalgamated system lost $60 millions before
providing for interest. Including interest (about $32 millions per annum) they
lost $222 millions, an average annual deficit of $44 millions. That was before
the Canadian National Railways came into being.
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Now it may be said that the Canadian National Railways had its capital
structure revised in 1937 and I think some explanation should be given as to what
that revision accomplished as I think it is thought by some people that our capital
structure was revised and put upon a satisfactory basis at that time. We had
an adjustment it is true, but it was only a partial adjustment. The 1937
revision was confined to the relationship between the government and the railway
and did not deal in any way with the large funded debt of the system in the
hands of the public. It was considered at the time there was no possibility of
the Minister of Finance taking up in public accounts a block of railway
obligations so long as they were held by the public. It would have been
impracticable to leave out of the railway accounts any of its outstanding
securities in the hands of the public.

Among the things which were done under the Capital Revision Act was
the removal from the railway balance sheet of all government loans to the
railway on deficit account for the period prior to 1932. Of course, they should
never have been there. It was wrong from the beginning to treat appropriations
for deficits as interest bearing loans. The government was only restoring its
impaired equity as proprietor of the National System. It was not adding to the
capital in the enterprise and the payments were not represented in any way
by income producing assets. These facts were recognized in 1933 as a result
of eriticism in the Duff Commission report. From 1932 forward any deficit in
the operation of the railway has been met by vote of parliament. The Capital
Revision Act of 1937 applied this principle retroactively in respect of deficit
payments prior to 1932. That is to say, the 1937 revision treated deficit
payments prior to 1932 similarly to the treatment which had been given to
payments from January 1, 1932 forward.

With respect to government loans for capital purposes, prior to 1932, the
Capital Revision Act changed the category of such loans to equity capital. The
amount involved was $270,037,437.. The Act benefitted the railway in that this
amount of government capital in the railway became share capital and freed
from any fixed charge against operations, but it is not a fact that this adjustment
was considered a final adjusment or an adequate adjustment. The fact is, as
stated above, the adjustment permissible at that time was restricted to the
de_bts of the railway to the government and could not extend to the debts of the
railway to the public. It was thought unwise to refuse the relief it was possible
t‘O_Secure on the grounds that it was not a final and complete solution. The
evidence before the standing” committee on May 28, 1935, pages 207-214, gave
a c'le.ar indication that in the opinion of the trustees the proposals for capital
revision then under consideration did not go far enough and that the annual
Interest on the funded debt in the hands of the public would continue to be
greater than the railway could be reasonably expected to carry from net earnings.
Later after the trustees had been superseded by a board of directors and the
d.lreoto?s were asked for their views, in their minute of January 21, 1937
ﬁlppr.ovng the policy. of the bill they added to their resolution the directors

desire to add that they reserve the right to recommend additional measures
-‘Vhtfn they have had time and opportunity for a more detailed study of the
_ carpljoa:lization and general financial position of the system”. The Capital
Revision Act was made effective to the accounts of the railway as of December
31, 1936. It is worth noting that on their reduced basis the fixed charges
represented 28 per cent of gross revenues. The Canadian Pacific ratio in 1936
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was 17 per cent and for U.S. class 1 railroads the percentage was 16-12 per cent.
Clearly no effort was made to put us on a comparable basis with such other
railroads. As a result of the war however, a large block of railway securities
previously owned by UK. residents has been transferred under repatriation
proceedings from public ownership to that of the government and had the
present situation existed in 1937 it is fairly sure that the repatriated securities
would have been retired as railway interest bearing obligations and the
government’s interest would have been put on an equity basis, as was done in
1937 as regards all the indebtedness of the railway to the government for
capital purposes.

Another thought which may oceur to you is why we are exercised about
this matter at a time when the railway has been meeting all its interest charges,
including interest payable to the government. I desire that there shall be no
misconception as to the basic situation confronting the railway because of any
prosperity created by wartime conditions. Using 1941 as a base year, our gross
revenues in that year were $304 millions. Since then the railway payroll has
been increased by reason of the cost-of-living bonus, increases resulting from
awards of the National War Labour Board, allowances for holiday pay, ete.
Prices for railway material have increased. It is estimated that had the 1945
level of operating costs been in effect during 1941 there would have been an
additional charge to the 1941 operating expenses of $53-3 millions. In 1841
with gross revenues of $304 millions, and at the level of operating costs then
prevailing we had an income surplus of $4 millions, but had the 1845 level of
operating costs prevailed the surplus of $4 millions would have been turned into
a deficit of $49 millions. We do not know to what level traffic volume will
decline from its wartime level but we are concerned at the prospect of a
substantial decline and at the same time to be confronted with these large
additional operating charges. We also foresee increased bus and truck competi-
tion, and deepening of the St. Lawrence waterway, and increased air transporta-
tion. I am trying to put the Canadian National Railways on a sound basis,
we want to show a satisfactory financial statement and we do not want to feel
that we are a burden on the government. We do not want the “railway problem”
to reappear. The Canadian National Railways is operating efficiently but it
may very easily be made to appear a failure because it cannot achieve the
impossible. In that event the effect on the railway organization itself will be
one of discouragement. Moreover the comparison between state ownership and
private enterprise is involved. State ownérship should not be so handicapped as
to preclude the possibility of a proper comparison with railways under private
ownership.

In conclusion I should emphasize that the acceptance of our proposal would
not increase or diminish the amount of our cash settlements with the government.
We always pay them everything we earn, a part of such payments being in the
form of interest and the remainder as surplus, and we shall continue so to do.
The only effect it would have would be that in those years in which we failed
to earn part or all of the interest on the loans in question, our book deficit would
be correspondingly reduced and it would not be necessary for parliament to vote
us a contribution in order to pay to the government the unearned interest.




STATEMENT “A”

CHANGES IN DEBT AND ANNUAL FIXED CHARGES UNDER PLANS OF REORGANIZATION APPROVED BY THE COMMISSION
FOR RAILROADS IN REORGANIZATION PRO CEEDINGS BEFORE THE COMMISSION
AS OF SEPTEMBER 30, 1945

L ]

Debt Annual Fixed Charges
Before Re- After Re- Before Re-  After Re- .
organization organization Reduction  organization organization Reduction
L) @) (3) (4) (5) ) 7
Plans Approved by Commission

Alcvory, CRR Ve A0 R R L % s rilren. o i sle S IR vy Shulncls $ 8,309,858 $ 3,977,500 $ 4,312,358 $ 364,956 $ 170,965 $ 193,991
Alabama, SRR IR Bda s b vt aste Toua, b a THAID S AR Ty ke Fovcs 5,024,257 1,904,663 3,119,694 237,763 10,472 227,291
RN & S s e e e S Gt et S e P 70,248,635 29,192,612 41,056,023 1,689,613 328,807 1,360,806
Boston & Providence . ow b 2,821,000 P, 2,821,000 sy s 7 iyt
Central of Georgla ......... : 88,850,319 33,499,852 55,350,467 2,907,201 644,448 2,262,753
Chieago 8 e TSR oo Fh 45 osids iiis . 50,250,476 28,071, 500 22,178,976 2,248,798 662,869 1,585,929
Chicago & North VOBUOTII s « srbs"hne €107 < ol B sl ANeTEND rinbabilarit g G s 431,390,104 222,078,460 209,311,644 16,549,740 3,382,079 13,167.661
Chicago Great Western ......cic.vnisuneiisevonssoosies 48,050,452 27,190, 268 20,860,184 1,898,783 849,000 1,049,783
ChiBagoy Jo 8BS 155 i caters sinio dv o b scbos ABAES oo taas o 0o % & 45,326,597 16,598,296 28,728,301 1.506.965 142,439 1,364,526
CHicupe. « SBL AP &P o Bl 0% v SRR T s T SR s e s 670,259,024 208,595,327 461,663,697 13,924.316 3,481,903 10,442,413
Oltieago; B L Q7P 5 0§ o ot o o v s b sk e e v 456,726,866 128,850,060 327.876.806 13,227,913 1,734,972 11,492,941
Chitago, Bl B & 8 B L Sileddi i v BN damant s s i e nsats s : 5,604,447 . 1,553,800 4,050,647 334,117 50.870 283,247
CopDer. RADEE - it cliin s o siovisniin v oo o goia By & s oo s are o 4% o 2,280,000 SR 2,280,000 107,975 600 107,375
Peaver; S G riWa 5t v.ae e cnn s P o F ol s s, o ¥ 193,955,366 87,474,322 106,481,044 6,577,456 2,090,023 4,487,433
Brie (Incl. Chicago & Brie) ...i.s.oit it sinsnyvss 304,981,178 191,277,279 113,703,899 13.593.536 7,520,226 6,073,310
IR o BT VT A, S S SR R e NS - B S s e (R 87.660,000 20.916,000 66,750,000 2,809,555 19,555 2,790,000
5 L0 i R R i SR o e i S 0 e T 8,381 334 1,249,755 7,131,679 150,311 26,158 124,153
Fort Dodge, oY e el - SR A SR ARG LT 10,186,091 2,260,000 7,926,591 305,138 8,300 296,838
Bansaet Cityyy KV & Wi i85 o wd L vl s 5o o v o 717,062 31,895 685,167 25,676 1.500 24,176
T e oo ts S e, TSP ST I U AP e TR Ot 2,319,394 968,980 1,350,414 112,413 34,822 77,591
Middletown & Unionville .............. e s TS 432,671 20,000 412,671 7.400 0 7,400
Minneapolia sB8t: Pode 85 80 ML S ot v bV o8 s v airte s wobins 160,818.865 32,792,960 128,025,905 8.680.071 54,860 8,625,211
NESSOUPI P ABIRAS 35 01 L (ae o6 & 7060 610 0w S0 8 s 08,45 0 s #ioier6 b ash o 679,025,516 352,683,131 326,342,385 27,759,356 7,289,735 20,469,621
NPy 100 s T £ A - RETC SRl B S y AE  R IrA 385,990,594 233.220,840 152,769,754 14,037.550 6,298,547 7,739,003
New Xorl\ SOHGUARARNATE Wi o s nitels s ot Do ke oale oo 18,871,374 9,452,844 9.418,530 628.983 209.623 419,360
Oregon, 170, T T I e SRR R U, i SRR TR 914,674 s 914,674 16,501 sy 16,501
B O o Bt AW s ks s 5 0 w-we 4 508 i, B4 azob e sheiw €oa 5 olbinir BiRe 5 & 43,400 38,400 5,000 2.595 2.400 195
St LonI S-S ot BRATIEIN0 o /s 5 e sasd sipi os o008 fe o578 4 G arolb b 6w v 366,029,383 123,921,168 242,108,215 11,893,833 3,001.773 8,892,060
St. Louis Southwestern ...... cconcitsfscarcrcsninsonns 83.243,643 37.499.827 45,743,816 3.023,893 1,627,275 1,496,618
Bavannhhe e AL P L8, 0 TRl e v o auak e ¥ g v ¥ B S 68 € 4 8.106.805 1,388,000 6,718,805 251,968 74,946 177.022
(L T B & o o = e | ey W Ry O o R ey O 7,996,994 2,846,400 5.150,594 273,155 g 273,155
Weltern Patifif o b8 a s pas « Kapi o by eradd 358 oo aouio a0 wiy o 95,698,299 33.969.125 61,729,174 3,718.009 494,202 3,223,807
oAl ™ v £ R UR IS S o /8wl s [ty ok acvas o SHo10 3 ¥ 20N $4,300,521,178 $1,833.543,264 $2,466,977,914 $148.865,539 § 40,113.369 $108,752.170

Percentage reduction of debt, 57:4%. .
Percentage reduction of fixed charges, 73+1%.
Debt after reorganization includes $824,441.464 of income bonds equal to 45:0% of reduced debt.
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STATEMENT “B”

RATIO OF FIXED CHARGES TO REVENUES
Ratio of Fixed

Miles Charges to
of Road Operating + Total Operating
Operated  Revenues Fixed Charges Revenues
1939 1944
Pennsylvania™ .« ehasv. oo oo 1939 10270 § 430,930,778 § 79,595.750 18-47
1944 10,098 1,010,015,912 75,539,810 7-48
New York Central ......... 1939 11,008 341,086,708 48,103,444 14-10
1944 10,746 714,963,385 46,187,801 6-46
Southern Pacific ............ 1939 13,069 217,572,889 30,007,291 13-79
1944 12,595 628,223,517 24,660,432 3-93
Atchison, Topeka & Santa Fe 1939 13.443 160,039,967 11,056,699 6-91 ¢
1944 13,103 528,080,530 10.080.425 1-91
Umion Pacifie i i vl 1939 9,901 164,253,371 14,221,976 8-66
1944 9,781 506.590,966 15,139,681 ‘ 2-99
Baltimore & Ohio ......... 1939 6,307 161,030,252 20,421,656 12-68
S 1944 6.144 387,193,036 17,742,199 4-58
U. 8. Cldass I Roads ........ 1939 233,277 3.995,004,251 607,740,479 15-21
1944 228,624 9.435,446.955 566,400.041 6-50
Canadian Pacific ....v.inovie 1939 17,176 152,148,993 25,506,522 1676
1944 17,030 320,262,132 20,831,149 6-50
Canadian National ......... 1939 23.668 203,820,187 53,488,165 26-24
1944 23,496 441,147,510 50,474.480 11-44
*194% 23,496 341,147,510 36,837,956 8-35

*On basis of government accepting income bonds in repayment of advances for repatriation
of securities.

Mr. NicsoLsoN: I would like to ask President Vaughan about the state-
ment made in evidence before this committee, made in 1935 which indicates
that at that time there was a proposal for some sort of capital revision, and
he said something to the effect that that did not go far enough, the interest on
the funded debt made a considerable operating cost item for the railway, and
g0 on. Again, in the evidence of the committee sitting in 1937, emphasis was
placed on the fact that the management of the railroad was not satisfied with
the financial arrangement as it then stood. I wonder if Mr. Vaughan would
indicate what attempt has been made since 1935 to get some measure of relief,
what recommendations have been made, and what he thinks now should be
done in the way of getting some measure of relief?

Mr. VauvcHAN: There have been representations made at different times
during the last few years, many representations have been made.

Mr. NicuorLsoN: I wonder if the minister would indicate to us what they
were. -

“Hon. Mr. CHEVRIER: I can confirm what the president has said, that repre-
sentations have been made since I have been in office. They have been given
consideration and they are still being considered.

Mr. Nicmonson: I wonder if the minister would indicate his ideas as to
what relief might be given. I note that President Vaughan, in the last paragraph
sof the statement which he read to the committee on opening this morning,
states, very significantly I think, that it is unfair to place the Canadian National
Railways forever in this position. We all recognize that the refinancing of the
capital charges imposed on the railways was unreasonable. I am not suggesting
that the public should suffer, but I think the burden should be placed where it
belongs, on the government rather than on the railways.

Hon. Mr. CHEVRIER: All T can say in answer to your question, Mr. Nicholson,
is that the matter is under careful consideration, but I can give you no assurance
that a decision will be reached.

Mr. Gieson: In the States where they made this capital rearrangement
that loss of $2 billion had to be taken by the public generally?

Mr. Vaveran: The public paid for it, yes.

T

r——




RAILWAYS‘ AND SHIPPING 3 25

Mr. Picarp: When the reorganization took place in Canada, it was the
government who took the loss, was it not?

Mr. VaucHAN: Nobody was asked to take a loss. There was simply put into
effect a change in the method of accounting. If we did not earn the interest on
the government loans it would show as a loss in our accounts.

Mr. Picarp: But the way the matter stands now, the public own it?

Mr. VavcHAN: 1 am not suggesting that it should be altered at all.

Hon. Mr. Cuevrier: That is only in so far as the $400,000,000 repatriated
from the United Kingdom is concerned.

Mr. Picarp: But if I understand the situation in the United States, their
fixed charges have been reduced very much more than what you are suggesting
be done here, and the loss on the revaluation has to be absorbed by the
security holders, the public. -

Mr. VaucHAN: Yes.
Hon. Mr. Cuevrier: Those lines went into liquidation.

Mr. Picarp: And at the time when the Canadian National Railways was
formed it assumed the debts of the companies then taken over.

Mr. VaveHAN: If the government of the day had not wished or desired
to protect private capital, a number of the railways which now make up the
Canadian National would have been forced into liquidation because of the fact
that they could not meet the interest charges on their funded debt, and the
result would have been that their funded debt would have been reduced to a
point where they could earn interest charges on it.

Mr. Picarp: And they would then have taken the same step as is being
taken now in the United States under the supervision of the Interstate Commerce
Commission?

Mr. Vaveuan: We feel now, in respect to this $400,000,000 of securities
on which interest is still being paid, that the time has come for an adjustment.

Mr. Prcarp: I agree with you, I think you should have a revision of your
financial set-up.

Hon. Mr. Cugevrier: This relates only to the $400,000,000.

Mr. Prcarp: If I understand you correctly, there is no question of a con-
version in which the public would assume the loss.

Hon. Mr. Cuevrigr: That is right.

Mr. Prcarp: But had those roads which now make up the Canadian National
continued to operate as private companies we would have been faced with the
same situation as they have had in the United States where the public had
0 assume the loss. Had the government not guaranteed the investment of the
Public the same situation would have developed here as has developed over
there during the last two years, and the public would have lost through the
reorganization the same as they did there.

Mr. Vaveman: Or, take today; if we did not have the backing of the
government we would have had to go through receiver’s hands, not for the last
five years, but before that, and the court or the liquidator, whoever looked after
the matter, would have reduced our fixed charges to a figure that we could

ave earned interest on. We have never had that opportunity because it was
considered that the credit of the government would be involved if we attempted
to go through a form of receivership.

Mr. Picarp: Then, that $400,000,000 of charges there, while it may only

be a book entry, still affects the ratio of fixed charges and income, and it would
63947—3
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be still higher—if that were taken over as you suggest—your fixed charges in
relation to income would still be higher than the fixed charges for similar roads
in the United States?

Mr. VaveuAN: That is correct.

Mr. Murca: What you are saying in effect is, that what we are doing is
taking our money out of one pocket and putting into another pocket. It is just
an interchange between government accounts, the payment of the fixed charges
on this $400,000,000.

Mr. VaucHAN: Exactly. It does not make one particle of difference to
the government in any shape, manner or form. Any time we earn money we
pay it to the government; and if we do not earn it we cannot pay it anyway.
We are merely asking for an adjustment in our financial set-up.

Mr. Murcu: I am not so much concerned by what happens to the govern-
ment; is it not in effect to change the position so far as the taxpayers are
concerned, but under the present system the taxpayer is given the impression
that funds are being lost where in reality there is no loss at all. It is made
to appear as a loss by reason of the fact that it shows as a deficit whereas all
we are doing really is to turn it over from one account to another.

Mr. Picarp: That should have been done when the railways were taken
over.

Mr. Murca: Well, whether it should have been done or not, we are stuck
with it now.

The Acting CHAIRMAN: Your idea is that the government should have
cancelled that debt of $400,000,000.

Hon. Mr. Cuevrier: No.

Mr. VavcHAN: No. We say to them, instead of taking demand notes from
us on which we are obliged to pay 3:5 per cent interest, you accept income
bonds on which interest would be paid when earned. Such an arrangement
would not, change the position of the government in one particular, or the position
of the public, but it would glve us a little better bookkeeping set-up and one
which we should have.

Mr. Hazen: This $400,000,000 securities to which you refer is the amount
which was taken over from the United Kingdom residents since the outbreak
of the war?

Mr. VauguAN: Yes, sir.

Mr. Hazen: And you want to have that set out separately in the state-
ment? Where does that appear?

Mr. VavecHAN: That is on page 2 of the report.

Mr. Jackman: May I ask, Mr. President, if you had this $400,000,000
transferred to income bonds in place of demand notes to the government, would
that complete your demand for eapital readjustment; or would you come along
next year or in the years to come for further readjustments?

Mr. VaucHAN: I would not make any promises in that regard, Mr. Jack-
man, because we still would not be in a proper position even after that $400,-
000,000 was dealt with; our fixed charges would still be higher than they should
be in comparison with other lines in so far as the ratio of fixed charges to gross
revenue is concerned.

Mr. Jackman: You would be in exactly the same situation as were the
1937 directors in accepting benevolence, if you want to call it that.

Mr. VaveuaN: Don’t call that benevolence, we do not like that.
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Mr. JackmAaN: I know you don't-like it. But you still reserve the right
to come back and ask for further revision in your capital structure; and the
first difficult year that comes along would find you seeking adjustment with
respect to your fixed charges.

Mr. VaveuAaN: We would say that we should have a proper set-up, one
which would make our fixed charges not more than twenty-five per cent of
what they are today. If you do that, if you would make our fixed charges not
more than twenty-five per cent of what they are, we would not come back again.
But this would be only a partial remedy of the situation.

Mr. Jackman: What relationship would the interest charge on the $400,-
000,000 bear to the total fixed charges, approximately? Would that reduce
them about twenty-five per cent of itself? What was the amount of the
reduction made in 1937? I see that in your brief you make some mention of
the amounts written off, and of interest charges on deficit, and also an amount
which was spent on capital expenditures—how much was the total in 1937?

Mr. VaveuAN: Mr. Cooper has those figures.

Mr. Coorer: There has been mentioned an amount of some $270,000,000 as
having been transferred from the category of interest bearing debt to that of
equity capital. That was the first adjustment. An then, in respect of loans by
the government to the railway for deficits; which as the president said should
not have been treated as loans; the amount involved was $373,000,000. Then
there was the interest which had been accrued in favour of the government
amounting to $530, 000 000. There was the $270,000,000 which was transferred,

from the category of debt to equity capital and $904 OOO 000 which was eliminated
from the balance sheet.

Mr. Jackman: On page 5, of your statement, and I want to be clear on
this, in respect of government loans for capital purposes, there was the capital
revision act which changed the character of these loans. Is that included in
the figure that you have given us?

Mr. Cooper: Yes, I have been speaking of that figure.

Mr. Jackman: May I ask the chairman, in his reference to the capital
reorganizations of the railways in the Um’oed States, whether any of those
railroads were unable to earn their fixed charges during recent years?

Mr. VaveaAN: I cannot say as to that. Most of those railroads have
been in receivership for six or seven, some of them for ten years, and they
Just came out of receivership during this last year. I believe that during the
war years most of them probably have done fairly well, as nearly all railways
have done. It must be remembered that during the war years, not only did
operating incomes rise materially, but the character of the traffic varied so that
our rates on such commodities were remunerative. And now, we will not have
these commodities to move during peacetime and that is going to affect all
railways. You probably have seen where the railroads in the United States,
many of the larger railroads—take the Pennsylvania, for example, has been
operating in the red during the first three months of this year—they have
been grossing about a billion dollars a year.

Mr. Jackman: Did any of the Class one railroads in the United States
go through receivership during the period you mentioned?

Mr. Vaveaan: Yes, nearly all of them were class one roads. That includes
practically all the big lines.

Mr. Jackmax: What is the basis for classification of railroads over there?

Mr. Coorer: Any railway whose earnings are in excess of a million dollars
gross per annum is class “I”.

69347—31
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Mr. VavcHan: On the L. C. C. list—there is the Northwestern, the Great-
western, the Soo Line, the Chicago-St. Paul-Milwaukee-Pacific; here is the
Soo Line (which is owned by the Canadian Pacific Railway) before reorganiza-
tion fixed charges were $8,680,000; after $54,860.

Mr. NicuorsoN: Before we go on with the printed report, if there is no
other matter before the committee, I wonder if the president would care to

'make some statement on the present coal situation, and particularly with

respect to the possibility of a suspension in whole or in part of rail services in
Canada.
- The ActiNg CHAIRMAN: Is there any reference to that in the report.

Mr. NicuorsoN: Yes, Mr. Chairman, it is referred to in the statement
presented to the committee.

Mr. VaueHAN: In the United States, as you may have read, there was an
order issued from Washington, I think it was on the 7th of May, that rail
service be cut down 25 per cent, and another 25 per cent on the 15th of May.
And now, as the result of the miners going back to work they have decided

not to make the second cut of 25 per cent, but the original cut of 25 per cent

remains until the coal emergency is over. We have had some discussion in
Canada, and we had practically reached the conclusion that if they had to
take drastic action of that kind in the United States it would only be fair
that we take similar action in Canada.

Mr. HargnEss: In connection with the coal supply I remember that you
said last year that Alberta coal was only being used as far east as some place
in Saskatchewan, whereas at one time it was used pretty well all the way east
to the head of the lakes.

Mr. VaucHAN: Yes.

Mr. HargNEss: Have you moved that boundary back again as far as the
supply of Alberta coal is concerned?

Mr. Vaveuaan: It is gradually being moved back.

Mr. HargkNEess: Where is it now.

Mr. VaveaAN: We have been able to get considerably more coal from
the mines in the west than during the war. We took every ton of Canadian
coal we could get from Canadian mines that was suitable to burn in locomotives.
We were better off in the west than we were in the east. Take for instance last
year, it cost us over $2,000,000 to move to points east of Montreal American
coal, down as far as Truro, Nova Scotia, a territory that was always before
supplied by Nova Scotia coal; but there was such a demand for other purposes
during the war that the Canadian National Railways was compelled to move
American coal into territories which in normal times used Canadian coal.
Unfortunately, that involved very high costs for us.

Mr. HarkNEess: How far east have you moved the boundary for Alberta
coal now?

Mr. VaveaAN: I cannot say offhand. T can say this, though, that we are
taking very large quantities of Alberta coal.

Mr. Warton: It is used as far east as the lake head, Fort William and
Port Arthur.

Mr. HargnEss: You are practically back to the pre-war situation?

Mr. Warton: That is right.

Mr. Hargness: You anticipate you will be able to get sufficient coal from
the Alberta mines to make it economical for you to extend the limit eastwards?

Mr. VaveHAN: I doubt if we could extend its use very far east in the face
of existing conditions.
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Mr. Hargness: In the event that the coal strike had continued, would
you have been able to get a sufficient supply of coal from Alberta, British
Columbia and Saskatchewan to look after your needs and keep your railway
running? j

Mr. VaucHAN: I feel reasonably certain that with the coal we can get
from western and eastern Canada plus what we have in stock, we will be able
to get through without difficulty. '

Mr. Murca: Would you have been substantially cutting into the stock
piles for the winter for the civilian population by having done that?

Mr. VauveHAN: We have cut into a lot of stock piles. We have loaded a
lot of coal into cars since this strike took place in the United States.

Mr. Murca: My question had to do not so much with the use of western
coal, as to the extent to which you had to cut into civilian stock piles.

Mr. VaucHAN: I do not think it will aggravate the situation unduly, during
the last few months the situation has been very much improved.

Mr. HargNEss: In the event of these United States coal mines coming
back into full production, would you then consider using American coal in
parts of Manitoba and in the lakehead area, and so on, or would you just

continue to use western coal? -

: Mr. VauvesAN: That would depend to a great extent on cost. We always
give preference to Canadian coal where price and quality are equal. In fact,
we go a little bit further than that in many cases. There is a large territory
particularly in central Ontario in which it i1s much easier for us to obtain our
requirements from the United States rather than from Canadian points, and
I think that will always be the case. If there should be a policy adopted some
time whereby the coal companies are placed in such a position that they can
sell coal to us at competitive prices, that is another thing.

Mr. Harkxess: Then there was no fixed poliey on your part to continue
to use Alberta coal east as far as the lakehead?

Mr. Vaveaan: No. I think it is only fair to tell you so. I do not want .

to mislead this committee. It is fair for me to say that we have got to buy
all our commodities at lowest cost to the railway, quality and other things
being taken into account.
The Acring CuAlRMAN: But in case of any preference, it would be given
to Canadian coal?

Mr. VavecHAN: Absolutely.

Mr. Jackman: This question of Alberta coal is a matter of great concern to
Canada, particularly to the people of the west, because it relates to the
development of national resources. I wonder if yow can tell us how you find
Alberta coal for burning in engines on the railways.

Mr. Vaveuan: The Alberta coal from certain mines is satisfactory for

locomptivc use. As a rule it hasn’t got the B.T.U’s. that the better grades of

merican coal has, and it is a much finer coal. We would be delighted to use
anadian coal if we could buy it at a price.

Mr. Jackman: You have been using it for years, and you have found it
€conomical to use it as far east as the lakehead.

Mr. Vaveaan: Well, it must be remembered that we used it east to the
lakehead during the time when the government provided a subvention.

Mr. Jackman: Of how much?

Mr. Vaveuaax: I don’t remember just how much it was now, Mr. Jackman.

Th?){ gave the mines a sufficient subvention to enable them to meet the com-
petitive price. Likewise they gave the mines in Nova Scotia a subvention te
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enable them to meet competitive prices. And as I said, our present concern is
cost. We have to take cost into account, but if Canadian mines can supply the
coal at a competitive price we will buy it from them.

Mr. Jackman: Have you any idea of how much that subvention works out,
per ton? Perhaps you could tell the committee just where the break-even
point is between Ontario and Nova Scotia, and also the break-even point in
the west with respect to American coal and coal available from the western
mines.

Mr. VavcHAN: I haven’t talked that over recently because during the war
it has been a question of getting all the coal we could from every source we
could, but prior to the war that took into account the subventions. At that
time the break-even point for western coal was about the Manitoba-boundary.

Mr. NicuorsoN: Manitoba and Saskatchewan.

Mr. VaveHAN: Yes, the Manitoba and Saskatchewan boundary—and the
eastern coal, depending upon how the coal was moved, was at Montreal. If
the coal was brought up by water from Montreal by the coal companies in
their own boats they could meet the prices there.

Mr. HargNEss: You are getting a subvention on Alberta coal that you
use east of the Manitoba border?

Mr. VaveHAN: No, sir, we as a railway have not been involved in the
subventions; the coal companies apply for subventions in order to enable them
to meet competitive prices; but that has not been involved during the war
because we have had to take American coal into Saskatchewan because Cana-

dian coal was not available. The subvention is a matter for the coal companies
to arrange.

The Actineg CuHamrMAN: Now, gentlemen, it is 1 o’clock. Shall we meet
at 4 o’clock? There are a lot of officers of the Canadian National Railways
here, and I hope we can facilitate these officials as much as possible to get back
to their work and make a little further profit in their year’s work.

Mr. GiBsox: Get them back to work.

Hon. Mr. Cuevrier: It has been the practice, may I say, to sit twice a
day, and I am told sometimes-three times a day, to allow the officers to get
through with their work before this committee and get back to their offices.

The Committee adjourned to meet again at 4 p.m. this day.

The Committee resumed at 4.00 p.m.

The Actineg CHAIRMAN: Order, gentlemen, please.

Mr. Jackman: I think we were on the subject of coal when we adjourned
at noon, and Mr. Vaughan had just given us the break-even point on the’
pre-war conditions for western and eastern sources of coal. I recall having
read somewhere this morning that coal had to be hauled, imported coal, for use
on the eastern division. May I ask him just how far we have to take coal east
to supply the eastern division. You were using coal on the eastern division?

Mr. Vaveuan: Up to the end of last year we were using Canadian coal at
various points in the maritime provinces, but we we were unable to get sufficient
to bring much of it as far west as Moncton. As a consequence of that we were

.compelled to take American coal down east as far as Truro, Nova Scotia.

Mr. Jackman: You could not use Nova Scotia coal west of Moncton?

Mr. VaueHAN: Because we could not get sufficient of it.
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Mr. Jackman: Because of insufficiency of supply; and your further state-
ment was—what about Truro?
” Mr. Vaueuan: We took American coal all the way down to Trure, Nova
cotia.
Mr. Jackman: Did that condition prevail before the war? -
Mr. Vauveuan: No, no; it did not.

Mr. Jackman: Why can’t we use Nova Scotia coal around Truro and on
the eastern division?

Mr. Vavesan: For the reason that we have not been able to get it. We
have taken every ton of Nova Scotia coal we could get but we could not get
a sufficient amount to meet our requirements.

Mr. Jackmax: Then, it is a matter of production, it is not primarily a
question of cost.

Mr. VavenaN: No. Cost was not involved in that at all. There were two
reasons, production had gone down, and all during the war consumption in the
maritime provinces increased and there was a big demand for bunkering ships.

_Mr. Warron: Quite a bit of Nova Scotia coal also went to Newfoundland
during the war.

Mr. Jackman: Was there as much eoal produced in that area during the
war as in pre-war days? :

Mr. VaveaaN: I think during the last two or three years of the war
production was going down each year. During the war we took all the

anadian coal we could get from all sources.

Mr. Jackman: It seems to me most unfortunate that we should have to
have imported American coal and carried it as far east as Truro.

Mr. Vaveaan: We regretted very much the fact that we could not get
Canadian coal because there was a tremendous expense to us involved in the
movement of American coal moved down there. We figure tha"c it cost us
around $12.99 to get the American coal down to the maritime provinces against
an average cost of—well, to put it this way, it cost us $4.29 more to haul it
down there than we would have had to pay for Canadian coal.

Mr. NICH(’)LSONZ $4—what was it?

Mr. VaveHAN: $4.29 per ton. It cost(us over $2,000,000 to move American
coal to the maritime provinces last year; that is, our operating expenses were
added to by that amount of money because we could not get sufficient Canadian
coal to meet our requirements.

Mr. Harkness: Has that situation improved?

Mr. Vaveuan: Yes.

Mr. Harkenss: Production has increased?

Mr. Vaveuan: Yes, and there is not the demand for bunker coal now.

. Mr. Moore: Some reference was made to-day to the use of oil in connec-

tion with locomotives, and I think the .statement was made that the railway
owned two oil wells in Alberta. i

Mr. Vauguan: We have been operating some oil wells near Vermilion.

Mr. Harkness: Would it be profitable to the railways to operate their own
coal mines in Alberta to supplement the production of private mines?

Mr. Vaveran: We do not believe we would be any better off mining coal
ourselves. We would rather leave the production of coal to privately owned
mines.

Mr. Nicnorsox: But you do own coal mines yourselves, do you not?
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Mr. VaueeaN: We own mines in the state of Ohio which came to the
Canadian National through the Grand Trunk. They were purchased many
vears ago by the”Grand Trunk Railway to protect their supply of American
coal. We still operate those mines and last year they produced 1,300,000 tons
of coal.

Mr. NicuoLsoN: Your experience does not indicate that you would be
warranted in going into the coal mining business?

Mr. VaveHAN: We would prefer to stay out of the mining business if we
can purchase sufficient coal to meet our railroad requirements.

Mr. HarxNEss: I think you said something to the effect that more coal
could be produced in Alberta than you could use?

Mr. VaugHAN: That is correct in normal times.

Mr. HArkNEss: So there is no reason for the railway going into the coal
mining business.

Mr. VaveHAN: No, that is correct. That applies also to eastern Canada.

The Acting CHAIRMAN: Are there any other questions on coal?

Mr. Jackman: I suppose it is a fair inference then, Mr. Vaughan, that it
would not pay the railways, or that one could not move maritime coal to points
farther west under the subventions to the coal companies during the recent,
years. If you could not get enough coal, then it is not likely that a subvention
would help.

Mr. VaveaAN: I do not think the question of subventions is involved at
all, certainly not during the war, because there was a ready market for every
ton of Nova Scotia coal produced during the war, T think, without subventions.
There may have been certain cases where subventions were necessary, but
generally speaking there was certainly a market for every ton of eastern—Nova
Scotia coal or New Brunswick coal—that could be produced.

Mr. Jackman: So the railways were not engaged in hauling Nova Scotia
coal down to Montreal or places like that?

Mr. VauegHAN: No.

Mr. Jackman: If there was coal you got it. You did not take any coal
from the eastern mines and bring it up here to central points at the same time
as you were hauling American coal down to the eastern divisions?

Mr. Vaveuan: No, there was no ceross-hauling at all.

The Acting CHAIRMAN: All right, gentlemen, we ‘will now take page 5,
are there any questions on that?

Mr. HargNEss: Mr. Chairman, I would like to refer to the third or fourth
paragraph there:

' “Post-war projects were studied during the past year and plans
were advanced for the improvement of the company’s service to the
publie, particularly in regard to accelerated schedules and the provision
of equipment designed for more economical operation and greater con-
venience and comfort for passengers.”

And some place further on I noticed a number of new cars of various kinds
had been provided for, but I did not notice that that included sleeping cars or
anything along that line.

Mr. Vauvcaan: We have not ordered any sleeping cars as yet. In fact,
we were unable until recently to get any priorities for passenger cars from the
Department of Munitions and Supply. That does not apply now. We are having
specifications prepared now for sleeping ears of the most modern design.

Mr. Nicaorson: Could you give us an idea about the design?
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Mr. HargNEss: What I have is this, that the last few times I have travelled
on the C.P.R. they have some very much improved sleeping cars and compart-
ments which are really comfortable. I wondered if the C.N. had gone in for
the same sort of thing.

Mr. VaucHAN: We are planning on the most modern type of sleeping car
available. We have conducted much research in connection with it, and when
these cars are produced they will be the latest and most up to date cars. In
the meantime we are rehabilitating a lot of our present equipment and modern-
izing it to some extent and redecorating it. The cars will be made as comfortable
as possible.

Mr. MurcH: Is a good deal of that work being done on the western division?

Mr. VaucHAN: Yes, some of it in our Winnipeg shops.

Mr. HargNEss: Have you any of these new style sleeping cars in operation
yet?

Mr. Vavecaan: We have none of the Roomette or duplex types.

Mr. HargnEgss: How long will it be before you get any of these into
operation?

Mr. VauveHAN: I think it will be the best part of a year.

Mr. HargxEess: 1 would think that the C.N. would suffer o far as attracting
passengers in competition with the C.P.R. if they do not provide that type
of service.

Mr. VaucuAN: We are going to get the most modern type of car.

Hon. Mr. CHevRIER: You have an order in for some at the present time,
have you not?

Mr. VaucaAN: Yes, for the most modern type of coaches. The car companies
have orders from us now also for baggage cars and the combined baggage-
express cars—there are thirty coaches, as well as mail and express cars and
baggage cars on order. :

Hon. Mr. Cuevrier: And when will these be in operation?

Mr. VaucHAN: This fall.

Mr. Picarp: Last year you told the committee that you were investigating
the possibility of obtaining new rolling stock and equipment; what has been
done during the year.

Mr. VaveaAN: We have developed it to the extent that we will soon have
our specifications completed. Our men have spent considerable time with the
railroad men of the United States, and with the car builders, developing the
latest type of equipment. :

Mr. Picarp: In the United States they have already put many new type
tars on the road, have they not?

Mr. Vaveaan: To a certain extent they have a number of duplex cars and

Toomettes in operation.

Mr. Nicuorson: Would Mr. Vaughan care to make a further statement

With regard to post-war plans. Two or three years ago we had a rather extensive

rief presented on that subject to the reconstruction committee. It has been
over a year now since V-E day. Would President Vaughan care to make a
statement as to what condition these plans would be in?

Mr. Vaveaan: Those plans as they were presented at that time are still
on paper. I think we outlined three different types of things to be done: one was
Works that were necessary and should be done; another was things that were on
the border line; and others that would be useful but would not add anything to
Our net returns. We have not done anything on those plans as yet. Materials,
48 you know, are very scarce and very difficult to get. The housing programme
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requires materials of all types; and there does not seem to be any need at the
present time for spending mone¥ on post war projects. That may come in a few
years, but it does not seem to be here yet.

Mr. NicuoLsonN: How about the employment situation? I saw something
somewhere in your report—over twenty thousand Canadian National employees

who had been on service during the war and of that number there were seven

thousand who were back.

Mr. VaucHAN: There are a few more returned than that, I think, as I recall
it, something like nine thousand have returned to service with us at the present
time.

Mr. NicuorsoN: You said, a little less than half of those who had joined;
does that mean that there were not enough jobs available for those men who came
back and wanted to resume their employment?

Mr. Vauvcaan: There will be jobs for every man who joined the forces who
was in our service before the war, to the extent that our schedules provide work.
They may have to replace some of the temporary help that was taken on in the
last two or three years. We have obliged ourselves to give every man who
was in our service and who joined up for active service at least his old job, or as
good a job as he had when he went away, and to improve it to the extent that he
would have had promotions while he was away, always of course in accordance
with our labour agreements.

Mr. NicuoLsoN: But less than half of those who joined up are now working
with you?

Mr. VaucuAN: They are gradually coming back. Many of these men, of
course, have money in their pockets and don’t want to go to work immediately
they come back, but they are gradually coming back. There are still some to
come back. ;

Mr. Picarp: Can it be said that the passenger service is now back to its pre-
war standard? I mean during the war the inevitable results of the pressure on
the system meant lowering of standards. Can it be said that now your line is
fully back to pre-war standards in respect to passenger facilities?

» Mr. VaugHAN: Not quite.. For instance, on our morning train between
Toronto and Montreal we have no parlour car. We had them on those trains
before the war, but that equipment is being rehabilitated in our shops and will
before long be back in service again.

The Acting CHAIRMAN: T noticed that the train which leaves Montreal for
Ottawa at 4.30 does not carry a diner.

Mr. Wavron: Not at the present time.

Mr. JackmaN: Do you build many of your own cars and locomotives?

Mr. VauvcHaN: We do not usually build new cars. Our locomotives,
passenger cars and freight cars generally are built by commercial shops. We do
build a few refrigerator cars in our Winnipeg shops from time to time.

Mr. Jackman: Do you have any car-building or locomotive building
. plants?

Mr. VaugHAN: We have facilities where we could build cars and locomotives
if we had the space in them. These facilities are fully occupied with the repairing
of our equipment rather than with the building of new equipment.

Hon. Mr. CuevrIER: You do all your own repairs, do you not?

Mr. VaugHAN: Yes.

The Acting CHAIRMAN: Are there any more questions on page 5?

Mr. Moore: Yes. There is that reference in the fifth paragraph as to
competition between the railway and highway services presenting a problem of
growing importance. The member for Skeena asked me to ask you a question in

" l(- T X
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connection with that. He tells me that during the war years a highway was
constructed by the Department of Reconstruction to provide a service to
Vancouver. Since that time the highway has been closed off and representations
have been made by various bodies in British Columbia to have this route opened
up, but their effort has not met with any success so far.

Mr. VaueHAN: That matter is now under negotiation with the British
Columbia government. A portion of the highway runs on the right of way of the
railway. We had an agreement with the Dominion government that it was to
be used only for war purposes and that they would protect us against accidents
by the users of the highway. The war is over now and our agreement with the
Dominion has expired. One of the British Columbia cabinet ministers came to
see me a few days ago and we explained to him our views on the further use
of the highway on our right of way. I am hopeful that we will be able to make
a satisfactory arrangement with the provincial government in regard to the
matter.

Mr. Picarp: In connection with the coal shortage mentioned this morning,
of the possibility of action along certain lines, has the company any definite
plan on that, or is it just in the exploratory stages?

Mr. VaugHAN: We have no definite plan as yet, Mr. Picard. We have the
situation lined up so that we could very quickly formulate plans if we have to.

Mr. Picarp: Would there be any provision made for the public in respect
to local train service on the main line east between Levis and Riviere du Loup?
Supposing one of your advisers was to recommend that some of the local train
services on that line be discontinued, would any consideration be given to the
people of the district?

Mr. VaucHAN: If we find it necessary to do anything of that kind, you may
depend upon it that it would be done with the least inconvenience possible to
the public. If we had to take trains off, we would take off some of the least
important trains.

- Mr. Prcarp: Yes. But I have in mind the train service between Levis and
points east in Quebec—for instance, Riviére du Loup. A lot of people are
complaining nowadays that the maritime express does not stop except at two or
three points along the route, and they say that if any train was removed in that
district, any of the local trains, it would cause them great inconvenience and
hardship because of the fact that the through trains do not stop at local points.
No doubt it could be arranged, that service could be given by the maritime
express and trains of that type by arranging for them to stop at the stations
serving the district. It might take the express fifteen or twenty minutes longer
to make the run between Riviere du Loup and Levis, but it would give a better
service than is available at the present time.

Mr. VavcHaN: We will at all times try to see that the various localities have
an adequate train service for the time being, and they could have resource to a
plan such as you suggest. If we took off a local train we would have to
have the through trains provide a serviee, but of course our friends coming from
the east would not like the delay. :

Mr. Jackman: In connection with the $24,000,000 surplus from operations
last year which your report shows was turned over to the federal treasury what
kind of bookkeeping credit do you get for that? Do you get a reduction in the
debt you owe the government? '

Mr Cooper: Yes.

Mr. Jackman: On open account, or where does it show?

Mr. Cooper: On the balance sheet, on the right hand side, Dominion of
Canada loans, $674,000,000. That amount would be reduced by the amount of
the surplus. ;
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Mr. Jackmax: So when you pay this operating surplus or profit to the
government it really goes to reduce a loan which they made to you in some
former year?

Mr. Cooper: That is so.

Mr. VavgeAN: That is correct.

Mr. HargnEess: Just before that the interest on the funded debt owed to
the public had decreased by something over $2,000,000, and the increased interest
on government loans was only about $300,000. Was that due to a refunding
operation financed by the government?

Mr. Coorer: There are two reasons. One is the reduction of debt through
surplus, and the other is refunding at a lower interest rate.

Mr. HargNEss: What was the first one?

Mr. Coorer: The first one is the reduction in the debt by the amount of
the surplus earnings, and the second one is the refunding of debt at a lower
interest rate. Those two things in combination account for the reduction in
the fixed charges. \

Mr. Jackman: In connection with refunding all such operations have been
carried on with the government or have you endeavoured to refund any bonds
held by the public?

Mr. Coorer: In recent years this has all been with the government.

Mr. Jackman: Have you bonds outstanding with the public—I have not
checked the list at the back—in connection with which you have some refunding
operations to put through as soon as you are permitted?

Mr. VaucHAN: Yes, we have some. You have a list of those maturities;
for instance, there is one big loan coming due during the year which will be
refunded at a much lower rate of interest.

Mr. Jackman: What page is that?

Mr. VaveaAN: Mr. Cooper will give you those.

Mr. Cooper: Look at the annual report, the next to the last item in the
government guarantees is 24 per cent guaranteed bonds due on January 15,
1946, $15,000,000. :

Mr. JackmaN: They are out now?

Mr. Cooper: They were refunded by a government loan at 2} per cent.

Mr. Jackman: What maturity?

Mr. VavcHAN: Ten years.

Mr. JackmaN: Ten years at 24?

Mr. CoopEr: Seven years.

Mr. VaveHAN: Seven years for those retired, but I think it has been
supplanted by a loan 'for ten years.

Mr. Cooper: Oh yes, I beg your pardon. Then, further up you see 64 per
cent sinking fund debenture bonds issued by the Canadian Northern in 1921
which fall due on July 1, 1946. The total amount outstanding is $23,752,000.
Arrangements have been made with the dominion government to take up that
issue by a loan from the dominion, and we expect to get it at 2 per cent payable
in United States funds.

Mr. Jackman: Is it United States now?

Mr. Cooper: Yes.

Mr. JackmaN: And the maturity?

Mr. Cooper: July 1, 1946.

Hon. Mr. Cuevrier: That will represent an annual saving of how much?

Mr. Cooper: There will be an annual saving of $1,068,000.

e
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Mr. JackmaN: The new maturity is what, Mr. Cooper?
Mr. Cooper: I think it is a ten-year loan.

Mr. Jackman: Of course, in both those cases maturity was almost upon
you. You had to do something anyway, but are there no bonds with higher
coupon rates that you can call and refund?

Mr. VaveaAN: We call all the bonds we can. There are some bonds, of
course, that are issued unfortunately without any callable features to them,
but when they are callable from certain dates, we take advantage as soon as
possible of the callable privilege.

Mr. Coorer: There are no further bonds callable until 1948.
 Mr. Jackmax: For instance, these 5 per cent thirty-year guaranteed bonds
of 1954, $50,000,000, you cannot call those?
Mr. Cooper: They are callable in 1950 or thereafter. We cannot call them
before 1950. You can call them on November 1, 1950 at 105.

Mr. Jackman: Most of your refinancing seems to be done by the govern-
ment now, not only on capital account but also on equipment loans. During
the war years I remember that T questioned whether or not you might not be
better off if rather than having to do your financing through the government,
which was required at that time owing to the victory loan demands, you were
allowed to operate in the ordinary markets?

Mr. Coorer: Not necessarily. There is quite a possibility that we shall
soon go into the market.

Mr. Picarp: I may not have followed this very well, but what about those
64 per cent bonds in 1946? Are those the ones you mentioned?

Mr. Coorer: That is the one we were speaking of.
Mr.. Prcarp: That is the one you mentioned a minute ago.

Mr. JackMan: Do you feel that the system is getting as low rates from the
government on rolling stock equipment bonds as it might get somewhere else?

- Mr. VaueHAN: There are still some 3% per cent equipment issues out. We
are now negotiating with the government to make a loan which would take care
of those at a lower rate of interest. We have not completed our plans in that
(cionn}:zction yet, but the government have expressed willingness that we should

o that.

Mr. Jackman: From the standpoint of operating the system would you not
feel better and freer if you did your financing through ordinary channels rather
than through the government?

Mr. VaveEAN: There are two ways to look at that. After all, in some
respects we think it would be better if the government held all securities of the
Canadian National Railways. At other times we think they charge us too high
a rate of interest and that we could go out on the market and get money at a
lower rate. Taking it by and large I do not think it is a bad thing for our
financing to be done with the government, but we are considering making a
public issue at an early date.

Mr. Jackman: It seems to me that during recent years the government have
rather overcharged you, and for purposes of comparison with other systems
1t would be better if you were on your own feet.

Mr. Vaveuan: The highest interest is 34 per cent charged on the vested
securities,

. Mr. JackMAN: What are the C.P.R. and other first class railroads borrow-
Ing at at the present time?

Mr. VaveuaN: I have not seen any of the C.P.R. borrowings recently.
Some of the American railroads are selling equipment issues at about 1§ per cent



38 SESSIONAL COMMITTEE

and 13 per cent. Some of them are making long term loans, such as the
Southern Pacific. I saw where they and the Union Pacific made a 30-year
loan at about 24 per cent the other day.

Mr. JackMmaN: Do you feel that apart from equipment certificates that
The C.N.R. on its showing could borrow in the public market?

Mr. VavcHAN: I think we could borrow in the open market at the present
time perhaps at a little lower rate than we pay the government. How long
that condition will continue I do not know. ;

Hon. Mr. Caevrier: On some of the principal payments on equipment and
hire-purchase agreements the interest is as low as 2 per cent, is it?

Mr. VauGgHAN: We had an equipment issue last year at 2§ per cent with the
dominion government on equipments. That is the lowest rate we have with the
dominion government. It runs from 3% per cent down to 23, 3% per cent in 1940
for $8,000,000; 34 per cent in 1941 for $16,500,000.

Mr. NicaHoLsoN: That is about 1 per cent more than the American railroads
you mentioned are paying?

Mr. VAUuGHAN: Yes.

Mr. Cooper: I think it would interest Mr. Jackman to know that taking
into account the coupon rate, the exchange rate, and the proportion of discount
suffered at the time of issue, our average interest rate to the public is 4-69, and
to the government is 3-14.

Mr. Jackman: That is taking in your equipment certificates too?

Mr. Cooper: Yes.

Mr. Jackman: They are not quite the same type of security, of course,
are they?

Mr. Coorer. No.

Hon. Mr. Carvrier: What is that again to the public?

Mr. Cooper: 4:69. On the whole debt, government and public, the average
rate is 3-85. :

Mr. JaekMmAN: The figures are not quite comparable because if the govern-
ment were to hold a great many equipment certificates which obtain a low rate
in any market it would throw the balance out.

"Mr. Cooper: Yes. It is just as a matter of information that I gave the
rates. It seems to me that a 4-69 rate of interest today is a very high rate. We
are stuck with it, and there we are.

Mr. Picarp: You mean you are stuck with it because there is no reconversion?

Mr. Cooprer: There is no provision to call or redeem them before a certain
fixed date.

Mr. JackmaN: Do you happen to know what the average rate of your
competitor is?

Mr. Coorer: No, but I could work it out, Mr. Jackman.

Mr. Jackman: Never mind unless you want to.

The Acring CHAIRMAN: Are there any other questions on page 5?7

Mr. JackmaN: I am rather interested in Mr. Vaughan’s statement in view
of the suggestions he made in the morning session that the fixed charges were
rather heavy on the railway. Yes we find that the financial record in his opinion
and the outlook are sufficient to allow him to do his financing, not on equipment
certificates but on the general credit and the mortgage credit of the railway, by
getting money from the public at a fair price.

Mr. VaucHAN: The public realizes, of course, that the government is behind
the Canadian National Railways.
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Mr. JackmaN: You are not speaking of guaranteed bonds, are you?

Mr. VaveaaN: Well, bonds that practically carry the government guarantee,
inplied if not otherwise.

Mr. Picarp: Do they not all except equipment issues carry a government
guarantee?

Mr. Coorer: No.

Mr. Picarp: The ones outstanding on page 21.

Mr. Coorer: The first group there, $525,000,000, are all guaranteed by the
dominion. Then you have the guarantees by the provinces and the unguaranteed
issues. Out of a total of $573,000,000 $525,000,000 is directly guaranteed by the
dominion.

Mr. Picarp: That is what I thought. A much larger proportion of it is
guaranteed.

Mr. Cooprer: Yes.
The Acring CuAIRMAN: Gentlemen, will we turn now to page 6?

Mr. JackmAN: At the bottom of page 5 you speak about operating revenues
and expenditures. There was a news item giving-the combined rail results for
the first quarter of this year, and as I calculate it the combined net earnings
of the C.P.R. are down 29 per cent this year in the first quarter and the C.N.R.
are down 49 per cent. Why should that be the case in the first quarter?

Mr. Cooper: If you are speaking of the published figures of the Canadian
Pacific of course you have to figure they have got taxes and other items in there.
The figures are not comparable with ours.

Mr. Jackman: These are the combined net earnings. It talks about net
operating earnings at the beginning. I will read this. The heading is “Combined
Rail Net Drops.” I think it is from the Gazette:

During the first quarter of this year combined net operating earnings
of the Canadian Pacific and Canadian National Railways showed a drop
of $9,040,000, or 437 per cent compared to a year ago.

Then at the bottom of the article it refers to combined net earnings. I do
not know whether that is the same. Yes, it is the same because the total is the
same, $9,040,000. Therefore, that is before these itmes of taxation which are
peculiar to the C.P.R. are taken into account. The two railways are down
$9,040,000 in the first quarter. The Canadian Pacific is down $1,739,000 and
the Canadian National is down $7,301,000. Comparing that with the correspond-
ing quarter for the previous year it indicates that the C.P.R. is down 29 per cent
and the C.N.R. is down 49 per cent.

Mr. Cooper: There is not any doubt that for the first quarter the earnings
of the Canadian Pacific have stood up better than ours have. However, I
noticed that in the month of April our decrease in gross was 12 per cent and theirs
was 14-6 per cent.

Mr. JackmaN: In gross. Of course, that is gross earnings after expenses.
Mr. Coorer: No, gross.

_ Mr. Jackman: What are the peculiar conditions that bring about a situation
like that?

Mr. Vavcuan: In the first place, of course, our earnings were down to a
greater extent, and that means that we would not have the same reduction in
expenses that they would have. One of the important reasons for that is, of
course, that we have so much international business, so much more than they

ave. That has greatly affected both our gross and our net earning position.
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There have been strikes in the United States at various places, in steel mills and
automobile companies. That all affects our traffic much more than it does the
Canadian Pacific Railway.

Mr. Jackman: You have a larger percentage of operations in the United
States?

Mr. VauGHAN: Yes, part of the Central Vermont and Grand Trunk Western
are included in our ﬁgures, and there has been a very heavy drop in earnings
both on the Grand Trunk Western and on the Central Vermont railway.

Mr. JackmaN: I suppose that the Soo line comes into the C.P.R.?

Mr. VaugHAN: No, they do not come into the C.P.R. figures at all.

Mr. CoopEr: Their Soo line comes in on a dividend basis, Mr. Jackman.
Mr. VaveHAN: They publish a separate statement for the American lines,

the Soo line, the Wisconsin Central, the Duluth, South Shore and Atlantic. They |

do not come into the monthly figures. They would only come in if they declared
a dividend.

Mr. Jackman: Yours is a consolidated picture and theirs is not?

Mr. Cooper: That is right. Theirs is a parent company set-up and ours is
consolidated. ;

Mr. JackMaN: On the overall picture, even though there may be some
explanatory reason the difference is very great.

Mr. VaucHAN: It is hardly fair to take three months as a basis because one
company may start its track laying and its tie renewals much earlier in the
season than the other company. There are a lot of conditions involved that make
it rather difficult to make a comparison in only three months.

The Actineg CHAIRMAN: Are you ready for page 6, gentlemen?

Mr. JackmaN: What I am really trying to get at is, is there anything
inherent in the C.N.R. condition which would spell bad times ahead for us with
a general lowering of the volume of traffic as compared with the CP.R.? After
all these figures come before interest charges, for instance.

Mr. VauvceaN: I think the two railways in Canada will be affected wery
largely in the same way except, as I say, that we will be more affected by the
international situation than they are. But the earnings of the two railways will
be down pretty much in proportion in Canada. One year we may be down
some, another year they may be down some. Included in our expenses for the
first three months is a very substantial wage increase on our United States lines,
which I think cost us about $750,000. An award was made in the States retro-
active to the first of January, and that comes into the first three months. So
that it is very difficult to make a comparison of that kind. I see the point you
are trying to make, why should we have a greater decline in net earnings than
they have in the first three months.

Mr. JaAckMAN: And in operations.

Mr. VaveHAN: Yes, and in operations; but, as I say, I do not think it is
fair—for instance, our gross was down for the per1od of $8, 484000 and their
gross was down for the same period only $2,437,000.

Mr. JackmaNn: That is for four months?

Mr. VaveHAN: No that is for the first three months.

Mr. Picarp: Would the American lines be the only reason for that dis-
crepancy ?

Mr. VavcaAN: That is one of the reasons, not the only reason.

Mr. Picarp: When you mentioned that three months was not a fair basis, do
you figure that at the end of the year the difference will not be so great between
the two railways?
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Mr. VavcHAN: I think the C.P.R. drop in gross and net, and ours, will be
pretty much on the same basis by the end of the year.

Mr. Prcarp: De you think we should take the yearly picture?

Mr. VaueHAN: Yes. That is by the fact that gross earnings show quite a
difference. Their earnings did not show the same reduction as ours from the first
of January to the end of April, but their gross earnings in April dropped con-
siderably more than ours.

Mr. Picarp: So that you think it should be taken on the basis of the
whole period, the whole year, and that they will be more or less along the
same line?

Mr. VaucHAN: Yes.

Mr. Jackman: Have you any figures showing what proportion of the
railway earnings is in Canada and what is in the States.

Mr. VavgaAN: No. We can figure that out for you.

Mr. Cooprer: The respective mileages are given in the report?

Mr. VaveaAN: If you will refer to page 31, you will see that we had
21,695 miles of line operating in Canada and 1839 in the United States. These
ﬁ"ures are very interesting, Mr. Jackman. In the year 1945 our earnings in
the United States were $49 873,404, and in Canada $383,899,990.

Mr. Jackman: It runs about the same bas1s approximately nine per cent.

Mr. VavcaAN: Yes, pretty much. Our reduction in net earnings on Cana-
dian lines for the first four months was 8-8 per cent, and on the United States

lines it was 13-9 per cent.

Mr. JackmaN: But the profit there, the five per cent in relation to the
ten per cent of the total—that is only two per cent—that is not going to
affect the picture a very great deal.

Mr. VaveuaAN: I do not know the exact amount, but it is considerable.

The Acring CHAIRMAN: Are you ready for page 6?

Mr. Jackman: May I just ask this. We have to compare results with
Something. The C.P.R. is the easiest and the most natural comparison for
Us to take. The lines which we have in the border states, taking the long
and the short of it, are just as good lines as our Canadian lines. Then, too,

e general smuatlon in the United States and Canada is essentially similar,

- conditions which obtain there obtain here, so they would have relatively little

aﬁ'ect on the general results. I can see your point in a case where you have
& big wage award to make up; but there is not much reason to say that because
e C.N. accounts are on a consolidated basis and the C.P.R. are on an
individual company basis that comparisons cannot be made on the quarterly
€arnings for the respective companies.

Mr. Vaveman: It might be difficult to do that because the Soo Line,

a8 you know, has not been doing very well for a great many years. 1 do not

now what the C.P.R. picture would be 1f they include the result of the Soo
Ine in their consolidated picture.

Mr. Coorer: Would it not be fair to compare the full year 1945?

b Mr. Jackman: Except that I wanted to see what effect the falling off in
Usiness is having on the two railways. It seems to me that it is hitting the
C.N. harder than it is the C.P.R.

Mr. Vavemax: I didn’t catch that.

Mr, Jackman: Mr. Cooper was suggesting that we take the 1945 results,

that, that would afford a more adequate comparison. The only reason for

Uinging in the quarterly report was that I wanted to see what the falling

Off in husiness was doing by way of assets on the activities of the two roads.
63947—4
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Mr. VauvcHAN: When we refer to the reduction on the American lines,
it must be borne in mind that that carries through to our Canadian lines,
because a good deal of the traffic originates on the Grand Trunk Western,
is carried through Canada, and taken them back to the states, either at
Buffalo, or perhaps via the Central Vermont railway to New England, so that
our through business in Canada is very much affected by any recession of
business in the States. I think about the only way to figure a comparison
between the C.P.R. and ourselves would be to take the operating ratio for

1945,—that is the net after deducting expenses. Our ratio was 81-9, and theirs

was 81:-3—very little between them.
Mr. JackMmAN: Are those figures just for the railways, or do they include
hotels, steamships and so on.
- Mr. VaucHAN: That is just for the railways. So it shows that our operat-
ing ratios were very close together.
The Acting CuAmRMAN: Shall we turn to page six now, please?
Mr. Jackman: May I refer to the second last paragraph on that page:—
The increased cost of moving traffie, not compensated by additional
revenue, was related to the considerable empty movement of passenger
equipment to the seaboard for troop repatriation, ete.

I presume that condition has now ecome to an end, and as a result you antici-
pate better returns?

Mr. VaveuaAN: I think that is a fair statement. We are still moving
home the wives and children of those men. It is a much easier proposition
from our standpoint to move troops overseas than to bring them back. When
we were moving troops down to the seaboard, we delivered them to the vessels
and we were through with them. Now, when the troops are coming home we
have to gather up empty equipment from all over the system and move it down
there. We are given specific dates for the arrival of boats and are expected
to get our equipment down there on those dates, and then we would find that
the boats might be anywhere from a day to two, three, four or five days late
- on account of weather or other conditions, with the result that we had that
equipment tied up in Halifax during that time; That is very costly for the
Canadian National Railways, and alse T presume for the Canadian Pacific
Railway.

Mr. MurcH: Did you deadhead many cars back when you were taking
troops down?

Mr. VaucHAN: Not to the same extent.

Mr. MurcH: Going down they didn’t have as good equipment as coming
back?

The Acting CHAIRMAN: That is true.

Mr. HareNEss: Now that you have got rid of the extra expense incidental
to the movement of troops, how much of saving do you anticipate making?

Mr. VauGHAN: It is very difficult to estimate that in dollars and cents,
but we will have some saving, because there was a very heavy deadhead move-
ment of equipment. With these men coming back from overseas, we might

have a couple of trains for Vancouver, one for Calgary, one for Edmonton, one

for Winnipeg, and these trains would have to be hurried deadhead to Halifax
to meet another body of troops, and then they might have to wait there for
several days pending the arrival of a ship, so that I think from now on much
deadheading will be avoided. :

Mr. Hargness: Will that reduced cost of moving traffic offset loss in traffic?

Mr. VavcaAN: I do not think so, no.

s
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Mr. Warrox: This movement of dependents is far from over, that will
continue for some months.

Mr. MurcH: And another factor which enters into it will be the further
use of equipment which has been tied up in the way you say waiting for the
arrival of boats and on_troop movements coming back, and all that prevented
you from using that equipment for passengers whom you could have hauled
had you had the equipment where you could use it.

Mr. Warron: That is correct.

Mr. JackMAN: You referred to the shortages of labour and material. Are
you able to say now how much of your accumulated deferred maintenance
reserve of $69,000,000 you will be using? Are you going to use any of that
this year?

Mr. VavecHAN: We expect to use some of that this year, yes; to the
extent that we undertake what we may consider to be deferred maintenance.
I am not able at the present time to say when that will be. We will have
to wait until the end of the year until we see just what work we have done
on deferred maintenance.

Mr. JackMAN: I suppose it would be used to cushion to some extent,
depending on the results?

Mr. VavcHAN: Well, we put it aside for a purpose.

Mr. JackMaN: If you do not need it, you will not use it?

Mr. VaveuAN: If we do not need it, we will not use it.

Mr. Picarp: Are you talking about deferred maintenance now?

Mr. Jackman: Yes, the item of $39,000,000 there in the balance sheet. It
is quite likely that it would have a cushioning effect on any decline in earnings
should they come about—that will be done by all railways I suppose, the
use of such a reserve in that way?

Mr. VaveHAN: It is not our intention to use it for that purpose. If we
find tha_t we can get the materials and the men and there is something which
we consider deferred maintenance which requires to be done, that fund will be
used for that purpose, the particular money that we spend on deferred
maintenance will come out of that fund, but general expenses will not come
out of it.

Mr. Murcu: Some part of that fund will be available to carry on We
rehabilitation work in your own shops?

Mr. VavcHAN: Exactly. ;

Mr. MurcH: And to maintain the level of employment, is that being used
to any extent that way yet?

Mr. VaveHAN: There has been some already used that way. We have an
unusually large number of men employed in our shops getting our equipment
into shape, rehabilitating it. A certain amount of that expenditure will come
out of the deferred maintenance fund. y

Mr. Murca: I understand that the fund was created for that purpose, to
raise the level of standard rolling stock and at the same time to cushion the
employment situation by maintaining the level of employment to do the carrying
out of certain kinds of deferred maintenance.

Mr. VaveaAN: That is correct.

Mr. Warron: We have had to proceed somewhat slowly on that so far
because the material situation was such that we could not get the materials
with which to keep all labour employed. :

63947—43
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Mr. MurcH: Would it be fair then to say, Mr. Walton, that in so far as
there has been a let down on that point is concerned it has been due principally
to a shortage of materials?

Mr. Warron: And to a lack of traffic at line points. There may have been
some confusion in regard to the level of employment, because while we are
trying to keep full employment going in the repair shops, what I refer to as
the line points, the roundhouses and repair tracks, the situation there must
be regulated in respect to the amount of business that is moving, and if traffic
drops away we cannot use as many men in our roundhouses and on our repair
tracks as we could if higher level of traffic was being maintained.

Mr. Murca: But you are repairing just as many box cars and things of
that kind? :
Mr. WartoN: We have been able to increase the output to some extent.

Mr. Picarp: And your rehabilitation work on rolling stock would be an
appropriate charge to regular maintenance and deferred maintenance. What
proportion of the work you are now doing would you consider to be a proper
charge under deferred maintenance, the work which should have been done,
but which was put off on account of the war?

Mr. VavcaAN: That would be difficult to figure out until the year is over.
I may say that Mr. Cooper has a definite formula worked out for that. We
have charged a little up to deferred maintenance so far this year.

Mr. Coorer: We have only used deferred maintenance reserves on equip-
ment so far, not on maintenance of way or structures.. In computing how much
we should charge to the deferred maintenance reserve we figured that 57 per
cent of maintenance of equipment expense varies with the traffic. We have
taken the 1945 maintenance of equipment expense and we have equated it by
the decrease in traffic in 1946 as against 1945. In that way we arrived at what
the maintenance of equipment expense should have been in 1946 allowing
for the decrease in traffic, and to the extent that figure is exceeded by the
‘actual expenditures we have charged the excess figure to the deferred mainten-
ance reserve.

Mr. Jackman: So that you actually have a fixed formula for it.

Mr. Cooprer: Definitely, and I may say that this formula for measuring
the variation of the expense with traffic is not something that we have pulled
out of the air, it is the formula adopted by the engineering section of the
American Railway Association. We have good authority for it.

Mr. JackmaN: I notice in the C.P.R. balance sheet that they show $35,200,-
000, against your $39,000,000 maintenance reserve.

Mr. Cooper: Under that heading they took up $5,250,000 for deferred
maintenance in 1945 and we took up $5,000,000. They took up a little more
than we did in 1945.

Mr. Picarp: Do you include the cost of maintaining the right of way,
the heavier traffic you put in during the war, against the charge of deferred

" maintenance, rather than as an item of regular maintenance on the road.

Mr. Coorer: It will be, but so far we have not included anything for
maintenance of tracks as a charge against deferred maintenance.

Mr. Picarp: You have not used any of it that way?

Mr. Cooprer: No, we have not used any of the reserve for maintenance
of way.

Mr. Picarp: But it could be done, you could use it in that way, putting
your road in good shape?

Mr. CoorEr: Yes, and we expect to use some of it in 1946.
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Mr. JAcKMAN: Being a public company the C.N. is not subject to taxation
of its surplus. Do you know whether or not this $35,200,000 the C.P.R. set up
was taxed, was tax paid on that or were they allowed to set it up as a deferred
maintenance fund without tax?

Mr. Cooprer: That is a question, gentlemen, that I would not wish to
answer. I do.not think I should attempt to answer anything pertaining to the
make-up of the accounts of the Canadian Pacific Railway.

Mr. Jackmaxn: We are, of course, trying to make comparisons, and it is
only fair that we should keep matters of that kind in mind in making our
comparisons, particularly where one of these railways is government owned and
pays no taxes and where the other one has to pay taxes.

Mr. Cooper: I can only say this, that had the Canadian Pacific been in
the United States they would not have been permitted to take as a deduction
for tax purposes charges to operating expense to create a maintenance reserve.

The Acting CHAIRMAN: And similarly the C.N.?

Mr. Cooper: Yes.

The Actiné CHAIRMAN: Are there any other questions on page 6,
gentlemen?

Mr. Moore: Yes. In the last paragraph it says that the wages paid by
the C.N.R. increased in 1945 over 1939 by some $43,000,000. I want to know
if there was any difference in the number of employees in 1939 as compared
to 1945, and if that accounts for the increase.

Mr. VaveHAN: We had a great many more employees in 1945 than we
had in 1939. Mr. Cooper might explain that for you.

Mr. Coorer: Yes. The amount has nothing to do with additional employees.
It is an increase due only to the higher wage rates.

In 1939 we had 78,000 employees. In 1945 we had 105,000 employees,
27,000 more. Now, no portion of the $43,000,000 is due to the additional
number. What we did was to take the 1945 number of hours worked and
figure what it would have been had we been paying the 1939 hourly rate, and
that deducted from the actual wages paid amounted to $43,000,000.

The Acting CrarmaN: Shall we take page 7?

Mr. Moore: I would like to ask one more question, please. I have made
several trips across Canada and it seems to me that on both the C.P.R. and
C.N.R. that the porters had an extremely difficult job to perform. Have any
complaints been made about the working conditions of these men, specially with
respect to hours of work? They work very long hours.

Mr. VavgaAN: Their hours of labour are all covered in the schedule. If
they work overtime they get paid for it. We have not had any complaints recently
from the men as to conditions.

Mr. Warton: I think that is the only answer we can make, sir; the hours
and the wages and the working conditions are all subject to the wage agreement
between the porters and their duly accredited representatives and the railway,
just as in the case of other departments of the railways.

Mr. Moore: They have a union of their own?
Mr. Warron: Oh, yes.
The Acting CHalRMAN: Page 7, gentlemen.

; Mr. Jackman: In connection with that very arresting charge showing the
Increase of the various commodities used in one of the railways. I suppose that
if we had not'taken the 1939 price level, say we had taken the price level for
October 1941, the day on which the price fixture came into effect, the line if any-
thing would be steeper, which would seem to indicate the price ceiling,—of course
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you are not responsible for them—has been shot pretty well through with holes—
49-4 per cent, 47-3 per cent—and steel 12 per cent. You had price ceilings on
during that period, and your wage rates were stabilized.

: Mr. VAUGHAN: Except where the labour board granted very substantial
increases in wages.

Mr. Jackman: That is labour, but you also had an increase in the volume
of traffic, yet there is a decrease shown there. :

Mr. Coorer: Due to the change in traffic characteristics the rate per ton
mile decreased in 1945. Military traffic also had a bearing.

Mr. JackmaN: As a matter of fact, you received less for carrying more.

Mr. VauGHAN: Less for carrying a ton of freight one mile.

Mr. NicHoLson: Where do you get those figures?

Mr. Coorer: They are shown there; the reduction in average revenue rates
per ton mile and per passenger mile are equivalent to a reduction in operating
revenue of $10,742,000.

The Acting CHAIRMAN: Are there any more questions on page 7? If not,
we will turn to page 8.

Mr. JackMAN: Just one thing in connection with the line on page 7, where
you mention $24,756,130; on what capital investment, or equity of the govern-
ment, is that a return?

Mzr. Cooper: That, Mr. Jackman, is shown on page 14. The government is
there shown to have an equity account of $777,000,000.

Mr. JackmAN: And in effect that is a return of?

Mr. Cooper: A return of better than three per cent on the amount.

Mr. Jackman: In fact that money simply went to the government to
reduce that loan.

Mr. CoopEr: Yes.

Mr. Picarp: That is what you say in the statement at the bottom of the
page there: .

“Net income available for payment of interest was $71,084,272;
approximately 3:5 per cent earned on total capitalization.”

Mr. Cooprer: That shows that the return on the total capitalization was
approximately at the same rate as on the equity capital.

Mr. Picarp: You mean by that that the figures would not vary very much?

Mr. Cooper: Not a great deal. On the total capitalization it worked out
at 3-5, and on the equity capital it is 3:2 per cent.

The Acting CHAIRMAN: Are there any questions on page 8; gentlemen?

Mr. NicHoLsoN: In connection with the capital expenditure amount,
is there any special policy which was followed in connection with the construe-
tion of new stations? A great many communities in Canada apparently are of
the impression that they require new stations as a part of the post-war building
programme. Who decides whether they ought to be built?

Mr. VavcaAN: The construction of new stations is something which is
studied very carefully. A great many municipalities take pride in the appearance
of their towns, and consider that they ought to have a new station. Our policy
is formed by the need, by the condition of the station, by the population they
have to serve, and the traffic that is available. All these factors are taken
into consideration when we build a new station. We only build them where
they are most needed. Naturally, we cannot give every one a new station who
wants one.



-

RAILWAYS AND SHIPPING 47

Mr. GiBson: Better not build any new stations until we get more houses.

Mr. Jackman: Hear, hear.

The Acting CHAIRMAN: Are there any other questions on page 8?

Mr. Picarp: The bulk of that amount in the capital expenditure account
would be for rolling stock?

Mr. Cooper: The details of that are shown on page 10.

Mr. Picarp: When you mention equipment purchases would that be rolling
stock or new cars?

Mr. Coorer: Yes.

Mr. Picarp: That would be mainly freight cars?

Mr. Coorer: Yes, we mention that in the narrative. We say: “The
major portion of the total expenditure was for new equipment acquired under
hire-purchase agreements with the Dominion Government, consisting of 1,980
box cars and 146 refrigerator cars costing $10,078,911.”

Mr. Picarp: I did not see that.

Mr. Jackman: Some years ago I asked a question about rolling stock
predicated on this basis, that if the railway was able to handle such an increased
Volume of traffic during the war years and we expect some decrease in the
post-war years would the demand for new rolling stock equipment be extra-
ordinary or just be as it was in pre-war years to carry the volume of business
You expect?

Mr. VaveHAN: I do not think that there is going to be any great demand
for new equipment. I think that our situation would be pretty much as it was
efore the war. We will add to our equipment as the need arises to take care
of obsolesence and if there is new business in the offing or our earnings inerease
and any particular class of traffic requires new equipment we will buy it.
Mr. JackmaN: You are not expecting any very heavy outlay beyond the
Scale that you had in 1939?

Mr. Vaveuan: No. We will have some sleeping cars to order and perhaps

a few freight cars in the next two or three years, and perhaps a few locomotives,

Ut our requirements are not going to be very heavy in the line of new
rolling stock. ,

The CuAmrMAN: Page 9, gentlemen.
. Mr. Jackman: I should like to ask a question in connection with the Cana-
dian National Express. Does it operate at a profit or a loss? Can you tell?

Mr. Vaveuan: I think it may be said that it operates at a profit. They
Pay a certain amount to the railway for the use of the facilities. Have you
80t the figures there? :

Mr. Coorer: Yes.
Mr. Jackwman: Is it treated as a separate company in your accounts?
Mr. Vaverax: Just a department of the railway.
Mr. Jackman: Do you charge them for all haulage?
e Mr. VaueuaN: Yes. Mr. Cooper can give you just what they paid the
allway last year for the use of the facilities.

ot Mr. Cooper: The gross revenue is $18,898,000, and their operating expense,
flch does not include the hauling of the cars is $10,565,000. There is a net
i s8,332,000. That is what they paid to the railway for hauling the cars.

i Mr. Wanrox: Whatever they make goes to the railway anyway, so that
. You try to work out a charge it is always questionable whether you have

Included everything that should be there. All of their results go to the railway

I any case.
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Mr. NicumoLson: I have had some complaints from the travelling public
because of the large volume of goods being carried as L.C.L. on western lines,
goods that normally should be moved by freight trains. I was informed in
February that a rake that will be used next summer was transferred from
one express car to another while a passenger train was held up, ond that
twenty bags of flour are unloaded at a single station while a passenger train
is held up. Are there many complaints about that? '

Mr. Warron: There have been very few complaints reaching me. It may be
that in some cases we are attempting too much on trains of that kind. The
handling of L.C.L. freight on certain passenger trains was undertaken with a
view to meeting truck competition. It was the intention to expedite freight that
might otherwise go by truck and generally to give good movement to less than
carload freight. It may be, as you say, that in some cases we have gone too
far with it. T will be glad to take it up with our people and see. There may
be a few cases of that kind where undue delay to a passenger train has occurred.

Mr. Nicaouson: If the people were going hungry you could very well ship
a bag of flour by a passenger train but when that is not the case it should
hardly be necessary when there is a freight train the next day.

Mr. Wavton: Perhaps it was not separated properly. ’

Mr. Jackman: The rates are much higher by express than by freight.

Mr. VaveHAN: It may be that somebody was urgently wiring for that
particular commodity and they put it on the passenger train.

Mr. Warton: It is the moving of certain merchandise by passenger trains.
It was undertaken some years ago because of truck competition.

Mr. NicHoLsoN: Yes, but you were not supposed to handle heavy com-
modities that would hold up a train.

Mr. Jackmax: Despite the competition with the trucks and the fact you
have to be competitive in your rates the cost of transporting twenty tons of
flour by freight must be infinitely lower than transporting it by express.

Mr. Wavron: I do not think there would be anything like twenty tons.

Mr. Nicrouson: I said twenty bags. :

Mr. Hargness: Under wages 1 see that you have applications which would
cause an increase of $32,000,000 per annum. Would not all these applications
if granted by the tribunals that are now looking into them be retroactive to
1945 and thereby reduce the surplus that you have shown?

Mr. Vaveuax: It is very difficult to say what award will be made by the
War Labour Board. We have no idea. A number of unions now have their appli-
cations before the War Labour Board. Whether or not they will make any
awards retroactive we cannot say.

Mr. HargnEess: The applications are to have them made retrospective?

Mr. VaueHAN: In the past they have made some of them retrospective, yes.

Mr. Harkngss: Until those are settled you will not know whether this

$24,000,000 surplus is the correct figure or not?

Mr. VavcHAN: Yes. If they are settled they will have to go into the 1946
accounts now. That is if there is any retroactive feature.

Mr. HargnEess: Under the heading “Back Pay” or something like that.

Mr. Picarp: That would be mainly on the American lines, would it? I refer
to these applications for inereases that are pending.

Mr. VaveHAN: No, that is on Canadian lines. We have applications on

Canadian lines from various unions, and they are not all in yet, amounting to -

over $30,000,000.

M |
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Mr. PicArp: Is your problem on the American lines with the American
unions fairly well settled now? Do you know now exactly where you stand?

Mr. VaveHAN: There has been an increase of 16 cents an hour granted in
the last month which was made retroactive to the 1st of January. You have
probably seen in the newspapers that the men are not satisfied with that. They
are demanding another 14 cents an hour. They are threatening to go on strike
if they do not get it. What will be the result I do not know.

Mr. Picagp: You do not figure that would be made retroactive prior to

January?

Mr. VaveHAN: No.

Mr. HargNEss: As a result of the wage increases which have been given in
the United States what difference is there in the rates generally paid in Canada
to your employees as compared with employees on the same job in the United
States? Is there much of a differential?

Mr. Warron: There is a considerable differential. As to one or two classes
I have in mind it is in the neighborhood of 20 per cent, somewhere around
20 per cent, speaking from memory.

Mr. HarknEss: I presume that the applications from Canadian employees
are to bring their wage rates up to the le\el of the American employees in
many cases?

Mr. Warron: In the past they have asked that on a number of applications.

Mr. VaveHAN: I think it is fair to say that in Canada some of our employees
have more favourable conditions than obtain in the United States railroads,

and that makes up for quite a little percentage of the difference.

Mr. NicsoLson: What, for example, have you in mind?

Mr. VaveHAN: Well, in our schedules there are things like preparatory and
and terminal time, and I do not think they are in the American schedules.

Mr. Wavron: That is true.

Mr. MutcH: Is there a contractual obligation that there shall not be more
than a certain percentage of spread between the American and Canadian rates?

Mr. Vavcuan: No, there is nothing of that kind in the schedule at all.

Mr. Harkness: Generally speaking it would be true to say that as long as
the American rates are above the Canadian rates you'will have pressure from
vour Canadian employees to get up to the same rate?

Mr. VaueaAN: That has not altogether been a factor with the unions in the
past. It undoubtedly is a talking point for them, but that disparity has
existed for many years, and usually applications of Canadian railroad men are
for about the same percentage of increase as are given in the United States.

Mr. MurcH: Is it correct to say that there is less spread in the case of the
running trades than the other railway employees?

Mr. Warron: Yes, I think it would be less in the case of the running trades.
Mr. MurcH: They most closely approximate the American rates.

Mr. Picarp: Would not that difference imr wages be more or less related to
the cost of living index in the United States and in Canada?

Mr. VaveuAN: That is correct,

Mr, Jackman: It might also be pointed out that American congressmen
are much better remunerated than members of parliament.
Mr. VauveHan: Nearly everyone in the United States is better remunerated.

Mr. HarkNess: If any large proportion of these wage applications is granted
it will mean even if the traffic is maintained that you will probably go in the
red next year?
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Mr. Vaveuan: It all depends upon the increases that are granted. Our
showing at the end of this year will depend very largely not only upon the rate
at which traffic is maintained but upon the rate at which wages are maintained.

Mr. Harkness: If the whole thing were granted you would certainly go
in the red?

"Mr. VaveuAN: No doubt about it, no doubt about that at all, and if only a
percentage of it is granted we will go in the red.

Mr. MurcH: On that one score alone.

Mr. HargnNEgss: Assuming even that you keep your traffic up, so that the
picture is not very good from that point of view?

Mr. VaugHAN: That is correct. I would say that if any further increases
are granted with traffic as it is we are almost sure to go in the red. That is
after taking into account the payment of our full interest charges to the
government,

Mzr. Picarp: I see an item about fish traffic moving in greater volume. Is
there anything being done toward having better facilities for transporting fish
from the Atlantic coast inland by way of refrigerator cars in larger number,
and so on, so as to provide the central market with the eastern products?

Mr. VavcaaN: I think we have plenty of refrigerator cars available for that
service.

Mr. Picarp: Are you meeting that demand at the moment?

Mr. VaveHAN: Yes, we are.

Mr. Picarp: Then it is the fishermen who are not providing the fish in suffi-
cient quantities to have it available on the markets.

Mr. MutcH: They are getting a better price in the United States for it.

Mr. NicaoLsoN: In connection with the paragraph on hotel operations what
sort of a contract is there with the C.P.R. in connection with the Hotel Van-
couver and how long does the contract last?

Mr. VaveaAN: That is a rather involved contract. As you know, there was
a new hotel company formed in which each railway, the C.P.R. and ourselves,
have an equal interest. This hotel company rents from the Canadian National
Railways the Vancouver Hotel at a specific rental per annum. What is the
exact amount?

Mr. Coorer: $280,000.

- Mr. VaveHAN: $280,000 a year. Then after taking care of that whatever
profits there may be are divided between the two railways.

Mr. Gieson: Did the C.P.R. invest capital funds in there?
Mr. VauveHAN: No, they have no capital funds invested at all in the hotel.

Mr. NicuoLsoN: What was the idea of enternig into an arrangement with
the C.P.R. after building a hotel?

Mr. VaucgHAN: As you know, the hotel was closed down for some years. It
was not completed because business was so very bad. The C.P.R. was losing
money on their hotel and it looked at that time that we would lose money if we
opened up our hotel and operated it in competition with the Canadian Pacific
Railway hotel. Ours was a much more modern hotel and could be operated
more economically so an arrangement was made between the two railways under
which they would close their hotel and would get an interest in the new hotel
company that was formed to operate our hotel.

Mr. Nicuorson: For how many years?

Mr. VaveaAN: Twenty one years with the option of renewal. They have
the option of renewing that for another 21 years.
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Hon. Mr. CHEVRIER: It was done pursuant to the C.N.-C.P. Act, under the
authority of the C.N.-C.P. Act.

Mr. NicuoLsoN: In what year was that?

Mr. VavcHAN: The hotel was opened in 1939.

Mr. Murcu: I do not know whether this is exactly the point at which to
introduce it. I do not want to pursue it very far, but in all your hotel service,
and specifically in the Vancouver Hotel. I think that the service to the public
could be improved by a little cracking down on the private graft in connection
with them. I refer to some of the employees in these hotels. It is a faet that
at the present time, of course, accommodation is much less than public demand
but without saying any more than that I think that some of your lower officials
ﬁround that place are making almost 4s much money as the railways out of that

otel.

Mr. VauecHAN: You are referring to the Vancouver Hotel?

Mr. MurcH: Specifically. -

_ Mr. Vavenan: Well, certainly if there is anything of that kind we will
Investigate it. :

Mr. Murcs: I do not mean anything essentially corrupt, but I do not think
that the public are getting the service that they are entitled to. I think that the
People who are flush are getting better service than the people who are not.

Mzr. VaveaAN: We will check up the service there, although I have not seen
any complaints along that line, and we have had a great many compliments
about the operation of the Vancouver Hotel.

Mr, Murca: The Amercian tourist as an individual is a very profitable
man for this business, but they have habits with respect to getting service.

Mr. VaucHAN: I suppose the inference is that some of the hotel employees
are accepting money for providing accommodation.

Mr. Prcarp: That is general hotel procedure throughout Canada and the
United States now.

. Mr. Murca: I think it is a little bit more than an inference, and I think it
18 worse there than at any other hotel in the system.
Mr. HarknEess: One of the things that is being referred to is along this line.
ou order a jug of ice and give the boy that brings it up a dollar. Then you
Want another jug of ice in a few hours and you get one, but if you give the boy
25 cents, and particularly if you give him nothing, you will wait for a dickens
of a time before you get another jug of ice.

Mr. Murca: If you go in there and want a room and you know whom to see
and how to talk to him you will get a room although you come in much later
than other people who rely on seniority rather than subsidizing somebody. I
do not, suggest that it is a national scandal or anything of that description, but

do suggest that it has not been entirely helpful.
. Mr. Vaveuan: If anything of that kind is going on we will very soon correct
1t because it should not be. _

Mr. Picarp: I think that it cannot be corrected anyway, because I have
de?«lt personally with the president of a private hotel company and as you have
Sald he has said, “I will investigate”, but he admits frankly that it cannot be
Proven, it cannot be established. It is a practice that may be worse in Van-
Couver Hotel, but I know that it exists everywhere.

Mr. Gissox: We need more accommodation in Vancouver worse than any-
Where else.

Mr. Picarp: Are we going to be given a printed statement as to your hotel
Operations, or is that all we are going to get? We get one for the steamships.
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Mr. VaueHAN: You can get anything you want.

Mr. Prcarp: Of course, by asking, and we will get a very fair answer, I am
sure, but I mean are we not entitled to a more elaborate statement as to these
different hotels taking them one after the other, a perfect statement as to your

hotel system?

Mr. VaveaAN: We will be glad to give you.a copy of this statement. We do
not make it publie, but it is always available for any members of this committee
who want it. We have a broken down statement here showing earnings and
expenses of each hotel. We do not put it in the report because we do not want
to advise our competitors of everything we are doing.

Mr. Prcarp: I remember that is the answer that has been given before. I do
not object to that, but I think we should be entitled to have it in our hands in
order that we may see what opinion we should form on the management of the

hotels.

Mr. VaueHAN: In.the past, strange to say, that statement has always been

asked for by somebody.

Mr. Picarp: Yes, and the same answer has been given.

Mr. VaveaAN: We have always filed it, and we will file it now.
Mr. Picarp: I wish we could get that report in our hands for more than

five minutes.

;
|
4

i

§

?

HOTELS

Year 1945 Revenues Expenses Taxes Net
Charlottebown . ......c...... $ 188,015 66 $ 149932 48 § 5739 23 $ 32,343 95
*Pictot - Lodgs oo 4 A e 2,000 43 289 04 2,289 47
NOVE SCOPIAN g i ovs s ais i s s 846 306 37 604,314 63 19,592 84 222,448 90
Chateau Laurier ........ SN 2.311,341 16 1,688,436 94 71,231 81 557,672 41 )
Plence Avthar ezl itas 283,753 15 231,532 32 5,812 53 46,408 30 ]
¥Mmaky Lodge 0.5 sassnts 1,010 25 9,194 20 60 75 8,244 70 y
Rort 3Garey ! et A e 762,641 54 567,697 03 31,081 71 163,862 80
Priice Hdward & . 5el dob i 201,097 52 169,925 81 4,668 71 26,503 00
Maedonild =2 22 -0 0 ol 743, 778 99 594,202 20 17.194 89 132,381 90
*Jasper Park Lodge ......... i 61.500 66 5.378 56 66,879 22
BesshoTOMRH | v 5« v st it s wiais o 606,429 39 471,063 29 3,723 03 131,643 07

Wobal: Wil o At $5,950.424 03 $4,549,799 99 $164,773 10 $1,235,850 94

*Closed during the year.

(Capital Investment

CHATIOtEabONTL Gitr) < e i Lo e S R R R g o
HRdtous bodes { Hia s it dhdiimatg - fvtan et St clats
Nova Seofian .o iovanvas ek e e s ol W Wl A SR
hatenal Latriers: ;o bt s sl bty s S R
Printbe ANy ot e B S I s e e S A Y
b D R S vl A S b R EUE S RIEAS e REIR et
4T Ee Ny i e R T Bt s G AT S A e oG S Gl S
Poineh: liwaidd gl o el aaiini s el i L e ot 2 il L
1§70 0 Y o Dt gaeds) RS et A0 TR T SRS SRS RGeS KBt B
¥ Fanper - PRyl Hadis - o5 s e S AR S e R T AN A
15705 e d SRR AL S B it o LR LN SR St I SRR

i B g C o SR e e T e S A S S S S et

* (Closed 1943, 1944 and 1945.

Mr. Murcu: Since I raised the issue a moment ago about the service im

the hotels T want to exclude specifically the management of that or any of the

/ other hotels from any complicity in the sort of racket which I suggest. It is ab
a much lower level than that. T think I should say that in fairness.

Mr. VaveHAN: I am sure that the management is watching that feature

but as has been explained here it is difficult to watch every move. One of the

greatest difficulties is with the client himself.

H_e comes to the hotelra,nd he is

Des. 31, 1945
$ 863,682 74
N 915,577 87
2,489,478 99
8,978.855 07
1,194.997 90 A
1,104,704 91
2,936,135 30 ]
538,344 07
2,291,164 70 o
2,722.912 51 '
3,566,080 71

$26,901,934 —7_7

e e i
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willing to pay more money for service. He sees lots of fellows standing around
and he goes to Bill Jones and he says, “Here is $2 or $3 or $5. |Get me a room”;
and he gets it for him. The management may not know anything about it. He

‘goes to the room clerk. Perhaps he knows him. He says, “Bill, here is a fellow

I would like to get a room for”. That is the way it is arranged, but every man
should be dealt with on the same basis.

The Acting CHAlRMAN: Would you go to page 10, gentlemen?

Mr. Jackman: In connection with the report of these hotel operations I
wonder if you would be good enough to put down the capital investment in
each one, and since you do not charge depreciation on the hotels would you put
In the amount of capital expense, not just repairs but the item which takes
?he place of depreciation. Do you call that capital expense? For instance, you
Informed me one year that if you did build a wing on the Chateau that would be
charged to the current year’s operations. I should like to know how much was
charged last year for that type of work.

Mr. Prcarp:- You do not want to go back to 1930 and the remodelling
of the Chateau Laurier, do you?

Mr. Jackman: I am just giving an example of what I want. If you had"
a depreciation account it would all be there. I would know what all the items
Were. As it is now you simply give the difference between the gross and the
net without any item for depreeciation.

Mr. Coorer: What rate do you think we should have for depreciation?

Mr. Jackman: It must be well established in the income tax department.

- 1If you will refer to Mr. Elliott he will probably tell you. In place of deprecia-

tion under the old system on the whole railway accounting the practice was to
charge renewals against current operations. I think that is the right term to
Use. Now, how much have you been charging in the last year against these
Various hotel properties by way of renewal which is in lieu of depreciation?
Mr. Coorer: We will have to analyze that. I would very much sooner
take the results as we have given them and charge in depreciation at whatever
Tate you wish. i
Mr. Jackman: Then that would upset the operating figures.
Mr. Cooper: 1 just want to say this. Take the Chateau Laurier, the
hotel was built in 1912. It is now 1946. It has been in operation for thirty-
our years. The Canadian Pacific use a 24 per cent rate. A 2} per cent rate
Or thirty-four years would mean that the Chateau would be 85 per cent
Uepreciated. The Chateau Laurier under depreciation accounting would be
Supposed to be 85 per cent depreciated, but you could not rebuild the Chateau
aurier for the amount at which it stands on our books today.
Mr. Jackman: 1 appreciate that but we have to use some basis for
Accounting. We use cost as a rule, to that the 23 per cent would be considered
€ rate for the life of the building, and if that is a reasonable rate that would
€ quite satisfactory.
Mr. Coorer: I think it is excessive.

Mr, Jackman: All I want to arrive at is the true profit, and I am quite
‘Content to take 24 per cent on the building and 10 per cent on fixtures and
AUrniture, whatever it might be.

Mr. Cooper: 1 certainly think that would be excessive.
Mr. Jackman: 10 per cent?
Mr. Cooper: 24 per cent on the building is excessive. -

Mz Jackman: You say that is what your competitor charged and probably
Was allowed by the income tax department.

Mr. Cooper: Yes, but we have no income tax problem.
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Mr. Jackman: No, but we have to find out how your hotel properties are
doing, and I would like to have a figure.

Mr. Coorer: Suppose we put in a 1% per cent rate just to see what the
results would be.

. Mr. Jackman: 1 will take your judgment as to what you think is a fair
rate on the depreciation. ’

Mr. Cooper: I think that 14 per cent would be enough. Our investment
in hotels is $26,000,000. 1} per cent would make $400,000. That would be
added to the expense figures we have charged in our accounts.

Mr. Jackman: Then you have been doing something all along in lieu of
depreciation. '

Mr. Coorer: I do not think we have done very much replacement during
the war. As a matter of fact, we have not been able to secure the labour and
material.

Mr. Jackman: What I am getting at is a statement of the profits of the
hotel system because you have not been charging off wastage of capital during
the last year anyway.

Mr. Coorer: All I am arguing in the case of the Chateau Laurier is that
there is appreciation as well as depreciation, and I am satisfied that the
appreciation in the case of the Chateau Laurier overtakes the depreciation
which theoretically may be deemed to exist.

Mr. Jackman: Yes, but we could say that about any physical asset in
the country, and you would not get anywhere unless you have something
arbitrary. We can frame our own judgment as to what the replacement value
may be, but you have just told me now— .

Mr. Cooper: To meet your point of view I would agree that you should
add $400,000 additional into the cost of operating our hotels to get the result
as you would like to have it.

Mr. Gisox: Have you only $26,000,000 invested in hotels?

Mr. Coorer: Yes, sir. That is apart from the Vancouver Hotel.

Mr. Gieson: That cost half that much itself.

Mr. VaveaAN: It cost around $11,000,000, did it not? |

Mr. GiBsox: I think more than that. : j

1
|

Mr. Coorer: $11,000,000 to $12,000,000.

The Actine CHAIRMAN: Is there anything on page 10? : ;

Mr. VavgHAN: I think what Mr. Jackman is trying to drive at is he wants
to know if we have been setting aside any specific amounts for deferred
maintenance. ]

Mr. Jackman: I want to know whether or not you actually made half a
million dollars in the Chateau Laurier last year as you have reported. Mr.
Cooper tells me that this year you have not made any ecapital replacements, and
the assets are becoming physically older and older. Any private company
would have to make allowance for that by steady amortization of the hotel
property, but you tell me that you have not set up depreciation. We know
that. There has been no capital improvement in lieu of it, and the $500,000 is
to my mind—and I think to the mind of any accounting person—a complete
overstatement of the profit situation for 1945.

Mr. CoopEr: If you want to put in depreciation at 13 per cent you could
reduce it by $135,000 and you would still have over $400,000. -

Mr. MurcH: And you would have no more accurate a picture. Es
The Acring CHAIRMAN: Page 10, gentlemen.

]
]

|
|
|

Mr. Pourior: Do we continue tonight, Mr. Chairman? %

|
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The Actine CuHAlRMAN: It has been brought to my attention that we
might meet tonight at 8 o’clock in order to help the officials to get through. I
was wondering if that was the wish of the committee.

Mr. JackmaN: We have already had two meetings today, and it is pretty
hard going. We have a lot of other committees and we have parliament itself
and correspondence.

The Acting CHAIRMAN: It is so much easier for them to meet tonight than
in the daytime because there are so many committees in the daytime. I should
like an opinion on this.

Hon. Mr. Cuevrier: Unless there is unanimity I do not think we should
press it. .

Mr. Jackman: I think that two sessions a day are pretty hard going,
except in exceptional circumstances.

Mr. Pourtor: What about tomorrow night?

The Acting CHAIRMAN: Tomorrow is Wednesday night. T suppose you
would sooner meet tonight than Wednesday night.

Mr. Hargness: I have made other arrangements.

Hon. Mr. Caevrier: If the committee wishes to meet tonight I am all
for it.

Mr. Picarp: Two sittings a day are enough.

Hon. Mr. Cuevrier: I would have thought so, but I think we should sit
tomorrow from 11 until 1, and then from 4 to 6.

Mr. Prcarp: That is right.

The Actinég CHAIRMAN: And not tomorrow evening.

Hon. Mr. CaevriER: No.

The Acting CuHARMAN: I think it will take some time to get through this.
Mr. Picarp: We are going quite fast. We are up to page 10.

The Acting CuHairmMaN: Whgt about pages 10 and 11? Can we pass
them?

Mr. Moore: In connection with that I should like to ask a question. Over
the past year I have noticed that both Halifax papers have continually com-
plained about the smoke nuisance in the city of Halifax. They have asked
from time to time that facilities be provided for hauling in the trains with
electric or diesel locomotives.

Mr. VaveaAaN: That is correct. They have asked that we put some diesel
locomotives down there. We have some more on order. Perhaps at some time
we may be able to put one or two more down there, but that is a rather
anomalous situation in Nova Scotia. They depend for their livelihood to a large
extent on the production of coal and yet they want us to take away the coal
burning engines and put in oil burning engines.

Mr. Picarp: We might say, Mr. Chairman, that we will approve up to
and including page 11. We can always come back to any of the items later on.
I would suggest that we approve up to page 11 inclusive and then have all
our questions on the different items. S

Hon. Mr. Cugevrier: Before we adjourn, Mr. Chairman, there was a
question asked some time this morning as to the jurisdiction of the Dominion
government with respect of interprovincial transportation. I have asked the
legal officers of the department for their opinion and I am informed that in 1937
when the Transport Bill was up before the House, Justice had given an opinion
with reference to the point, and they then stated that the Dominion govern-
ment has jurisdiction so far as interprovincial and international transportation
was concerned; but the provinces took strong objection to that and they
challenged, notwithstanding the statement of Justice, the jurisdiction of the
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federal government on even interprovineial transportation, and the control
section of the bill was withdrawn because of the opposition of the provinces.
They made representations so strong to the effect that their revenue would be
curtailed substantially, that in view of those representations it was decided
to withdraw that portion of the Transport Bill. I think that will answer your
question.

The Actineg CHAIRMAN: Gentlemen, shall we adjourn until to-morrow
morning at eleven o’clock?

Some Hon. MEMBERS: Agreed.

The committee adjourned at 6.05 o’clock p.m. to meet again tomorrow,
Wednesday, May 15, at 11.00 o’clock a.m.

APPENDIX A
Additional

Percentage Charge to
Increase Operating
1945 over 1939 Expenses in 1945

P — 49.4 |—{$13,645,000]
Diagram to Show the Additional Operating Costs in 1945 N (473 —{ 1,549,000 |

Due to Higher Wage Rates and Higher Prices for <
Materials as Compared with the 1939 Price Level. —] 45.6 |—{ 2,985,000 |

&

—{266 143,041,000 ]

—1 206 1 6,177,000 ]
—{ 178 | —{ 695000 |

—1120 11 2,069,000 |

. 1939
Price Level

Total $69,391,000
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MINUTES OF PROCEEDINGS

Room 497, House or CoMMONS,
WebpNEsDAY, 15th May, 1946.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government, met at 11 o’clock a.m. Mr. MeCulloch (Pictou)
in the Chair.

Members present: Messr€® Chevrier, Emmerson, Gibson (Comox-Alberni),
Harkness, Hazen, Jackman, LaCroix, McCulloch (Pictou), Moore, Mutch,
Nicholson, Picard, Pouliot, Reid.—14.

In attendance: the same officials as on Tuesday, 14th instant.

The Committee resumed consideration of the Anuual Report for 1945 of
the operations of the Canadian National Railways.

The Consolidated Balance Sheet as at December 31, 1945, was considered
in detail and Mr. Cooper, Vice-President and Comotroller of the C.N.R
answered questions in connection therewith.

The Committee adjourned at 1 o’clock p.m., to meet again at 4 o’clock p.m.
to-day. i

AFTERNOON SESSION
The Committee resumed at 4 o’clock p.m. Mr. McCulloch (Pictou) presided.

Members present: Messrs. Chevrier, Emmerson, Gibson (Comox-Alberni),
Hazen, Kuhl, Jackman, MecCulloch (Pictou), Moore, Muteh, Nicholson, Picard,
Poullot Reid —13.

In attendance: the same officials as were present this morning.

The Committee resumed consideration of the 1945 Report of the Canadian
National Railways.

Messrs. Vaughan, Walton and Cooper rephed to questions.

Mr. Picard broached the matter of the publication of a breakdown of the
item under operating expenses: “salaries of general officers.” Mr. Vaughan
expressed the opinion that it would be unfair to the officers of the System to
publish details. The Minister of Transport (Hon. L. Chevrier) pointed out
that it had not been the practice to publish this information but that the
Committee, should it decide to exercise it, has the power to ask for the produc-
tion of details. Discussion followed.

On motion of Mr. Picard, it was

Resolved,—That the Committee adopt the 1945 Report of the operations
of the Canadian National Railways System.

The Committee then took up consideration of the 1946 Budget for the -
Canadian National Railways. Messrs. Vaughan, Walton and Cooper were
qQuestioned thereon.

The Committee adjourned at 6 o’clock p.m., to meet again at 11 o’clock
a.am. on Thursday, 16th May, 1946.

T. L. McEVOY,
Clerk of the Committee.

® 64143—11 o






MINUTES OF EVIDENCE

House oF CoMMONS,
May 15, 1946.

The Sessional Committee on Railways and Shipping met this day at
11 o’colck a.m. The Acting Chairman, Mr. H. B. MecCulloch, presided.

The Acring CmamrMmax: I will ask Mr. Vaughan to read the balance
sheet or have it read.

Mr. Vaveaan: I think Mr. Cooper might deal with the highlights of the
balance sheet.

Mr. Coorer: The balance sheet as at December 31, 1945, is on pages 12
and 13. The form of balance sheet is one which is standard to all railroads on
the North American continent. On the assets side the assets are divided between
investments, current assets, deferred assets and unadjusted debits. Under the
heading of investments the first item is investment in road and equipment
property. That is our recorded cost of all the railway property which is com-
prised in the Canadian National Railways -system. It includes the old Grand .
Trunk and all its subsidiary companies, the Canadian Northern and all its
subsidiary companies, the Grand Trunk Pacific and all its subsidiary companies,
and also the government railways, that is, the Intercolonial Railway, the National
Transcontinental Railway and all other smaller railways which were previously
known as Canadian government railways.

Mr. VaveuAN: And some of which have been added since.

Mzr. Coorer: Yes. That includes everything except the Hudson Bay rail-
way and the P.E.I. car ferry. . '

Mr. Rem: Is it increasing year by year?

Mr. Coorer: Yes.

Mr. Murca: That is on the equipment side, property.

Mr. Cooper: In 1945 the account increased by $12,709,000 principally
with respect to equipment which was referred to yesterday. Taking the equip-
ment account by itself the account includes $522,000,000. “Road property totals
$1,447,000,000. The average investment per mile operated works out at $83,739,
per mile.

The next item, improvements on leased property—

Mr. Nicuouson: Have you a breakdown of this total for road and equip-
ment? How about hotels? Do they come in that?

- Mr. Cooper: No. We will come to that. They are in the third item, as
a matter of fact. The first item comprises what we call railway property or
transportation property. !

Mr. NicaonsoN: You gave one figure of $1,444,000,000. Have you any
further breakdown of that? What is included in that?

Mr. Cooper: - That would include our track, track structure and all
‘Stations, shops, bridges, and that sort of thing. As to improvements on leased
railway property the investments there are similar to the first item except that
Wwe do not own the property itself. We have certain lines which are under long
term lease, and any improvements which we make as lessee to those properties
are carried in the second account. The principal railways included in that
would be the New London Northern, $1,373,000 and the Northern Pacific line
In Manitoba, $982,000. With respect to that. second line there is an item in
the 1946 budget for its acquisition.
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ASSETS
INVESTMENTS:
Road and Equipment Property $1,970,804,554 19
Improvements on Leased
Ip ROPOLEY | siaona ok o s o'a'e o oha 3,019,853 95
Mlscellaneous Physical
BrOPOREY . s da o o pion bis 63,814,189 89

Sinking Funds:
System Securities at par. $
Other Assets at cost

542,862 06
296,587 20

Capital and Other Reserve
funds
System Securities at par.
Other Assets at cost ....

$ 471,500 00
3,514,132 98

Deferred Maintenance Fund .

Investments in Affiliated

Companies

Other Investments:
System Securities at par. $
Other Assets at cost

80,000 00
907,167 14

CURRENT ASSETS:
Cash
Temporary Cash Investments
1peem Deposits
Net Balances Receivable from Agents and

Conductors
Miscellancous Accounts Recewablé
Material and Supplies
Interest and Dividends Recelvnble
Accrued Accounts Receivable
Other Current Assets.

DEFERRED ASSETS
Working Fund Advances
Insurance Fund:
System Securities at par. $
Other Assets at cost

4,651,502 06
7.774,266 90

Pension Contract Fund xR BUREIREER
Other Deferred Assets

UNADJUSTED DEBITS:
B ADATTOOIIE | 60 o0 X ks Awrs s, ma s 51 0554 8005 A
Discount on Funded Debt
Other Unadjusted Debits

SESSIONAL COMMITTEE

CONSOLIDATED BALANCE SHEET

$2,037,638,598 03

839,449 26

98
00

68

3,985,632
39,000,000

41,342,143

987,167 14
$2,123,792,991 09

$ 18,487,984
9,519,425
10,916,724

13,891,322
14,972,723
49,979,114

21
00
53

87
42
57

49
39,049 13

125,690,602 63
$ 371,660 64

12,425,768 96
29,671,000 00
3,072,290 74
45,540,720 34

$ 92,845 74
5,702,293 05
2,535,563 91

s T R 8,330,702 70

' $2,303,355,016 76

CERTIFICATE

We have examined the books and records of the companies comprising the
and subject to our report to Parliament, we certify that, in our opinion, the above
view of the affairs of the System as at the 31st December, 1945, and that the

- stated.
15th March, 1946.

B

N PTREIN



o

RAILWAYS AND SHIPPING 59

AT 31st DECEMBER, 1945.

LIABILITIES
SToCcKs:
Caplt,al Stocks of Subsidiary Companies held by
Pl 55 i e kabonis S50 moma ik s AP A ST $ 4,643,040 00
Loxg TerM DEBT:
Funded Debt Unmatured:
Held by PRBIIC, ..o bm i o 4 mmin bt i &4 v o gaiols $ 567,434,133 42
Held. by Bpécial Fands. .« . .~ vinms. cwdnes ‘ 5,745,864 12
—— e 573,179,997 54
DomiNioN oF CaANADA (Accounts treated as assets in
Public Accounts of Canada):

N A s e T R M SRR B e TN o 1 $ 674,201,612 83
Canadian Government Railway s—VVorkma

Capital. . = 16,771,980 54
—_— 690,973,593 37
CURRENT LIABILITIES:

Traffic and Car-Service Balances—Credit........ $ 8,176,116 46
Audited Accounts and Wages Payable........... 14,997,372 19
Miscellaneous Accounts Payable................. 6,473,852 86
Interest Matured Unpaid.....ooovndvinviiivinnen 7,012,029 29
Unmatured Interest Accrued........c.coonvvnunnn 6,299,297 10
Accrued Accounts Payable.....cocen.icnscinnnas 3,944,228 13
Tiades Aolruedyi e & iR vwids < diw s Setas ol es 3 2,088,574 35
Other Current Liabilities. < vivv vt vl smvanan su7as 7,825,253 21

56,816,723 59
DEFERRED LIABILITIES: X
Pension Contract Reserve....v.ieeoveeesoscassss $ 29,671,000 00
Other Deferred Liabilities. .. coi vl secavinanns 6,173,842 13
_—_ 35,844,842 13
RESERVES AND UNADJUSTED CREDITS: .
EBRUTanee TREBETVEL i o 3.3 v % 558 st 9 o0 21 98 A tn s, p 51 $ 12,425,768 96

Accrued Depreciation—Canadian Lines—Equip-
LT s ) b o MY SRR N e B R S X 70,790,188 60
Accrued Depreuatmn——U S. Lines—Road and

R A e SR e e e IR e 22,400,749 89
Accrued Amortization of Defence Projects. E 3,818,935 41
Deferred Maintenance Reserve............ 3% 39,000,000 00
ORIV BEsBrVER, 10l i 3o weibs ks i S s el o 8,313,612 60
Obher Unadjusted Credits .. v iudvsbas dal i, 7,821,037 05

: 164,570,292 51
Dolegm )or« CANADA—PROPRIETOR'S EQUITY-—(See
ote

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

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

The Canadian National Railways Securities

b 1 17 PR s S LR e E et & e s e S 381,711,556 78
Capital Expenditures by Dominion of Canada on

Canadian Government Railways............... 377.614,970 84
—_—— 777,326,527 62

CONTINGENT LIABILITIES:
Major contingent liabilities, as shown on state- e
ment attached. $2.303,355.016 76

NOTE:—The Proprietor’s Equity is included in the net debt of Canada and is disclosed in
the hwtorlcal record of Government assistance to railways as shown in the Public Accounts of
Canada in accordance with The Canadian National Railways Capital Rewswn Act 1937.

T. H. COO

Vice-President and Comptroller
OF AUDITORS

Canadian National Railway System for the year ended 3lst December, 1945,

nsolidated Balance Sheét is properly drawn up so as to exhibit a true and correct

relative Income Account for the year ended|the 31st December, 1945, is correctly
; GEORGE A. TOUCHE & CO., 3

Chartered Accountants.
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Miscellaneous physical property includes our investment in non-transporta-
tion property. The principal item would be our hotels, including the Vancouver
hotel, and the amount would be $38,935,000. Then we have grain elevators and
warehouses, $3,992,000 and subsidiary land companies, Rail and River Coal
Company, and companies of that nature amounting to some $17,587,000.

Mr. Jackman: Who owns the leased properties after the expiration?

Mr. Coorer: The lessor will, and the improvements would revert to the
lessor, but 999 years is a long time.

Mr. Jackman: All the leases are 999 years?

Mr. Coorer: Yes. I do not think we need to worry about what will
happen at the termination of the lease.

Mr. EmmErson: Mr. Cooper, would that property include any section
of the road that is under lease to other companies?

Mr. Coorer: No, sir, that would be in the first item.

Hon. Mr. CHEvRIER: Some of these 999 year leases give the railway the
right to purchase, do they not?

Mr. Cooper: In the case of the Manitoba Railway, yes. We have an
option to acquire that railway at any time for $7,000,000, and we propose in
1946 to get authorization for the acquisition of that railway.

Mr. Murca: I understand that none of these leases are near expiring.

Mr. Cooprer: No.

Mr. Hazex: 1 notice there is a decrease of over $1,200,000 in the value of
the miscellaneous physical assets compared with 1944, What is that decrease
due to?

Mr. Cooper: Principally sales of land in western Canada and the
abandonment of one of the mines of the Rail and River Coal Company.

Mr. Hazex: One of what?

Mr. Coorer: One of the mines belonging to the Rail and River Coal
Company.

Mr. Hazex: Where was it situated?

Mr. CoorEr: In Belmont county, Ohio. The next item there is sinking
funds. In our bond issues we have two issues which have sinking fund pro-
visions. One is the 63 per cent sinking fund debenture bonds issued by the
Canadian Northern in 1921 and which matures in July, 1946. Under the terms
of the trust deed we are required to keep on deposit with the trustees $250,000
which is used by the trustees to acquire those securities in the open market if
they should fall below par, but there is no possibility of a dominion government
guaranteed bond with a 64 per cent coupon falling below par these days.
The other issue to which there is a sinking fund provision is the St. John &
Quebec Railway. The trust deed requires that each year we pay into the trust
account 2 per cent of the issue which is used by the trustees to acquire these
particular bonds on the market.

Then we have ecapital and other reserve funds, $3,985,632.98. ' That
represents proceeds from the sale of property which is under mortgage and by
the terms of the trust deed we are required to keep the proceeds on depasit
with the trustees for the security of the bond holders.

The deferred maintenance fund represents the investment of our deferred
maintenance reserve. We invested the entire amount set aside for deferred main-
tenance in victory bonds, and at the end of 1945 we had $39,000,000 of victory
bonds as against our reserve.

Mr. Jackman: I think yesterday you stated that $5,000,000 had been added
to this deferred maintenance.

Mr. Coorer: In 1945.
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Mr. Jackman: Could you tell us this, generally; how the $5,000,000 is cal-
culated? If you have a fund of $39,000,000 intact against that deferred main-
tenance you must have withdrawn the earnings either as one item of $5,000,000
from your operating surplus, or as I think was said in a previous year, the
deferred maintenance fund is built up by individual specified items and not just
a general allocation from surplus. May I ask you here specifically, was any of
that $5,000,000 taken from hotel earnings and put into deferred maintenance,
or how did you build that fund up last year?

Mr. Coorer:' We charged $2,500,000 to operating expenses under the
heading of maintenance of way. You will see that item on page 15; and we
charged $2,500,000 to operating expensedunder the heading of maintenance of
equipment; and you will find that item, the last item on page 15, under the
heading of maintenance of equipment. In other words, Mr. Jackman, the entire
$5,000,000 was charged as an operating expense in 1945; one half to maintenance
of way, and one half to maintenance of equipment.

Mr. JackmaN: You take it as a general item. It is not built up of through
specified items such as was suggested last year; certain stations would ordinarily
have been painted but were not because the paint was not available. It is taken
up by general allocation?

Mr. Coorer: That is correct.

Mr. JackmaN: And nothing was taken from hotel earnings to build this up
due to the fact that actual work was deferred; for instance, take the Chateau
Laurier, you didn’t do any renewals or replacements.

Mr. Cooper: I might mention there that we have set aside in addition to
this $39,000,000, $364,000 with respect to deferred maintenance on hotel pro-
perty. That is carried in another account, and we will come to that later. Over
and above the $39,000,000 with respect to railway fixed property and equip-
ment we have set aside $364,000 with respect to deferred maintenance on our
hotel properties.

Mr. Jackman: Was there any subdivision of the system where a similar
procedure was followed?

Mr. Cooprer: No.

The Acting CHAlRMAN: Did you ever think of selling these $39,000,000 of
bonds and getting $105 for them?

Mr. Coorer: What would we do with the proceeds?

The Acting CHAIRMAN: Re-invest it.

Mr. Coorer: You can’t show much of a profit that way, you would have to
pay $105 to re-invest it.

Mr. Jackman: How much is the accumulated total maintenance, total
deferred maintenance on hotel properties or on other accounts over and above
the $39,000,000.

Mr. Coorrr: $364,000.

Mr. Jackman: That was for the one year?

Mr. Coorer: No. That is accumulated.

Mr. Jackman: How much was taken off last year?

Mr. Cooper: One-third of that. Then we come to investment in affiliated
Companies—the details of which are given on page 23:

Mr. Hazex: Did you make any investments in affiliated companies during
the year?

Mr. Cooprrr: In respect of the Northern Alberta Railway, the Toronto
Termlnal Railway and the Chicago-Western Indiana Railway, yes; we did
Inerease our investment.
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Mr. Hazex: I notice there is about a $620,000 increase, something like that
I think, in that account as compared to last year.

Mr. Cooper: We purchased $400,000 of the bonds of the Northern Alberta
Railway. That was to finance their capital expenditures and the two railways,
the Canadian Pacific and the Canadian National, had to put up the funds, for
which we received Northern Alberta bonds in settlement. We also advanced
$100,000 to the Toronto Terminal Railway with respect to their capital expendi-
tures. We also advanced $125,000 to the Chicago-Western Indiana, which was

a requirement under one of their bond issues of which we are a joint and several |

guarantor.

Mr. Hazex: The Northern Albert§ bonds pay interest?

Mr. CoorEr: Yes, sir, 5 per cent.

Mr. Gissox: What price did you pay for that?

Mr. Coorer: Par.

Mr. Jackman; For what would that line need extra capital?

Mr. Coorer: For their expenditures on capital account.

Mr. Jackman: When you paid it out you received bonds in exchange and
they are your assets. You received $400,000 in bonds. That is what you did?

Mr. Coorer: Yes, of the Northern Alberta.

Mr. JackmaN: Does that increase your equity in that account somewhere?

Mr. Coorer: No, I would not think so. It increases our investment in the
company, but our equity account would remain as it was.

Mr. Jackman: You and the C.P.R. are the proprietors?

Mr. Cooper: Yes.

Mr. JackmAN: That is shown in your account $5,000,000?

Mr. Cooper: $500,000. ‘

Mr. JackmaN: $500,000 increase in your—

Mr. CoopEr: In the bonds of that company, not in the stock of that company,

Mr. Jackman: All right.

Mr. Cooper: Other investments; they are miscellaneous investments in var-
ious companies which we have made from time to time, and includes system
securities at par and other assets at cost.

Mr. Hazex: Other assets at cost, are they listed, or is that just a lump sum?
Mr. Coorer: No, we have a list of them.

Mr. Hazen: The reason I asked that is because I noticed that they only
amount to $907,000, last year they amounted to $1,837,000. They are just about
one-half of what they amounted to last year and I was wondering what the
explanation of that was.

Mr. Coorer: Well, it is really because in that account last year we
carried temporarily a million dollars which we had purchased for the deferred
maintenance fund, we purchased more than we needed for that purpose; that is
to say, we believed we were going to set up $6,000,000 as deferred maintenance
and we acquired $6,000,000 victory bonds against that, but when we completed
our accounts we limited our deferred maintenance provision to $5,000,000, so we
moved $1,000,000 of victory bonds from the deferred maintenance fund down
to this account of which we are speaking, and during this year we moved it back.
It was simply a transfer between the deferred maintenance fund and the other
investment account. :

Cash $18,000,000—no0 explanation is needed there.

Temporary cash investments—$9,500,000.

Mr. Jackman: Why the difference in terminology in these two items?
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Mr. Cooper: Cash, of course, is cash in the bank, but temporary cash
investments means that the cash has been invested in securities; and the amount
of $9,000,000 represents the reserve that we had created in respect of inventories
and war projects. Cash for the amount which we had in reserve was invested
in Dominion of Canada bonds and is so held until it is required. The differen-
tiation there between cash, and temporary cash investments, is that one is in the
form of cash at the bank which we can draw on, and the other is in the form of
investments wltich we would have to sell before we could use it.

Special deposits: That represents amounts at the bank to take care of
interest as it falls due for payment. Most of the interest comes due for payment
on January 1, 1946, At the end of the year it is a special deposit at the bank,
earmarked for the redemption of coupons falling due on January 1st.

Mr. Jackmax: Do you get any allowance of interest on that?

Mr. Coorer: We get the ordinary bank rate, it is very, very small.

Mr. JackmaN: These are for the most publicly held bonds, government
bonds, are they?

Mr. Cooper: It is all held against publicly held bonds. Under the heading
of other current liabilities you will see there is interest matured unpaid
$7,000,000. Of the $9,000,000, $7,000,000 is for such interest.

Mr. MurcH: The money would not necessarily be in the bank for any con-

siderable period of time? ,

Mr. Cooper: No, it is put in there two or three days before January first.
It had to be there December 31st.

Mr. JackMaN: So bank interest is not Teally a factor in the account at all.

Mr. Cooper: Not at all.

Mr. Jackman: The point I was getting at is that the bank does not allow
vou anything on the money that you owe to the government.

"Mr. Coorer: It was not owed the government.

Mr. JackmAN: Is was not?

Mr. Cooper: No, it was in respect of bonds which are held by the public,
the coupons being due on January first.

Mr. Jackman: The suggestion that I was going.to make was that if it
were government bonds you might as well turn the money over to the govern-
ment, a few months’ interest on $10,000,000 would amount to something, it very
quickly runs into substantial figures.

Mr. Cooper: That is right, but this is not payable to the government.

Mr. JackmaN: How do you pay your interest on indebtedness to the
government? 3

Mr. Cooper: We write a cheque and send it to them. The amount is agreed
to between the officials of the Department of Finance and the railway, and we
send them a cheque for the amount. Last year we sent them a cheque for over
$20,000,000. :

Mr. Jackman: I thought if you were embarrassed for cash or the government
were, that you could always arrange payment between yourselves.

Mr. Coorer: We are not embarrassed for cash, we have $18,000,000 of it.

Mr. Jackman: Yes, I am not suggesting that you would be. The position

18 different where you have to meet payments on coupons falling due on bonds
held by the public, but otherwise there would not be much use in holding

money in the bank pending settlement.

. Mr. Cooprr: Net balances receivable from agents and conductors: T do not
think any explanation of that is needed. Miscellaneous accounts receivable,
314.-000,000; there is no explanation of that needed. These figures, of course,
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are so large that we speak in millions of dollars. Very few companies, if any,
in Canada have figures of this magnitude. I should like to say to the com-
mittee that while these figures are in large denominations, we account for them
as meticulously as if they were the size of an ordinary commercial corporation.

Mr. Jackman: We are used to dealing in large figures here in Ottawa.

Mr. NicaoLsoN: I notice that in the Canadian Pacific’s balance sheet they
have an item of $15,000,00 for agents and conductors balances.

Mr. CooPER: A similar figure.
Mr. NicrHOLSON: Yes.

Mr. Coorer: The next is material and supplies. That represents the stocks
of material on hand at the end of the year. During 1945 we reduced our
material supplies by some $5,500,000, and as business declines that account
should reduce. Prior to the war it was in the neighbourhood of $26,000,000 or
$27,000,000. Our business doubled and our stock of material doubled, In 1945
we took a physical inventory of our stocks. It was our practice to take an
inventory once a year, but under war conditions, due to lack of personnel, we
had to give that up. It is a requirement of the Interstate Commerce Commission
that the railroads in the United States take a physical inventory once a year,
but they waived that requirement because the railways were not in a position
to make a stocktaking during the war period.  However, with the war over we
took the first opportunity we could for seeing that our ledger balance for stores

ﬁnddmaterial was in accordance with the actual physical units of material on
and.

Mr. Murcu: What was it?

Mr. Cooper: I have the figure here. The excess value of stores on hand
over the ledger balance, after writing off the obsolete material, was $471,000,
which is less than 1 per cent of our inventory.

Mr. Murcs: Did I understand you to say the excess?

Mr. Cooprer: The excess. The actual amount of material exceeded the
ledger balance by $471,000, which was less than 1 per cent; and considering the
fact that we have not been able to take inventory during the war, I think that
is a testimony to the effectiveness of our stock control methods.

Mr. Rem: What would the purchase of your material and supplies ordinarly
run per year?

Mr. VavegaAN: T am sorry, but I did not cateh that question, Mr. Reid.

Mr. Rem: What would the total of your material and supplies purchased
for the year ordinarily run at?

Mr. VaveHaN: Depending on the amount of new equipment bought; it
runs from about $80,000,000 to $100,000,000 a vear in normal times.

Mr. Murcr: Would any of that surplus inventory be the result of acerual
of value of the equipment or supplies held over a period of time?

Mr. Coorer: Yes. We have to price our inventories at the end of the year
at the current values. Generally, on a rising price market there is an advantage
to the inventory, but when prices fall it acts in the reverse direction.

Mr. Murca: There was a margin of error, if you could call it that—I
suppose you could hardly call it that—of even less than the actual figures
indicated,

Mr. Cooper: That is true. Actually, we have almost a daily’ inventory
system in effect. We have bin cards which show the actual number of units
of material there should be on a particular shelf or in a particular bin, and
from time to time the storekeepers go over that and verify it.

Rl e
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Mr. MurcH: Over a period of five years, I would say that is a remarkable
performance.

Mr. Coorer: I think it is.

Mr. Jackman: Do I understand, Mr. Cooper, that when you list the
inventory you naturally do it at the cost price?

Mr. Coorer: Noj; at the prevailing price. :

Mr. Jackmax: I do not mean when you check it, but rather when you set
up your books to begin with. ,

Mr. Cooper: It is charged into the store account at cost.
Mr. JACKMAN: At cost?
Mzr. Cooper: Yes.

Mr. Jackman: Then when you check that up, even after a period of years
such as the war years when you could not make a physical inventory, you
price it then at the going value?

Mr. Cooper: That is so, except with respect to ties, fuel, rail and things
of that sort. From time to time ‘we establish average prices. The figures which
the president used in saying what the present price of material was, say for coal,
was the average stock price. The current buying price would be in excess of
the figures which he quoted. ; d

~ Mr. Rem: Have you experienced any great difficulties over the past year
In. obtaining supplies? I think it is a splendid thing to have that material on
hand, and I am just wondering what the experience has been?

Mr. VaveaAN: It has been quite a struggle, Mr. Reid, to get our entire
requirements in various lines dtiring the year, and it is necessary under existing
conditions that we keep our stock well ahead, as far as we possibly can.

Mr. Jackman: If you use a price inventory such as you suggested and not
a physical unit inventory, how do you really get a check on it? It is quite true
that none of this stuff probably was five years old, although you did mention
obsolescence. But if you take even six months’ turnover in your stores, there
* Would be in these days a considerable price increase. It does not seem to me
that is a check on the carefulness of the¥®ystem. I think you would have to
do it on the physical unit basis. How did it work out on that basis?

Mr. Coorer: Well, I could not tell you that. We have hundreds of stores.
I could not tell you just how the number of units mateh; that is, the actual
count as against the number of units shown in the ledger.

Mr# Jackman: But if you inventory, say, bolts at 9 cents and then when
you come, after years, to check what you actually had in hand, and they are
Selling for 12 cents, that is an awful difference, and it does not tend to aceuracy.
What I want to know is, if you put 100,000 bolts in there, have you got vouchers
for 90,000 taken out and 10,000 remaining?

Mr. Murcu: How else could you determine how many bolts you had at
12 cents? You cannot compare bolts with dollars: It has got to be translated
Into the same commodity.

Mr. Vaveuan: Your point is covered. There is an actual physical count
Made of every one of those bolts.

Mr. Jackman: But Mr. Cooper said that the result was within 1 per cent
of what, was shown on the books, but the bolts in the meantime have appreciated
I price. Therefore if they have appreciated from 9 cents to 12 cents, 25 per
cent less bolts physically in number would be your actual figure, whereas you

Would in fact have lost through disappearance or somehow, 25 per cent of
Your units, 4
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Mr. Coorer: I appreciate your point, Mr. Jackman; but you have over-
. looked the fact that these older purchases have been charged out. We charge

out the older prices first, and what remains in stock at an actual stocktaking
is the material which has been purchased in the last two or three months, and
there is not any sizable increase in the price.

Mr. Jackman: You do not feel that the lag would be.more than two or
three months? It would not be six months?

Mr. Cooprer: Not as to the bulk of the material. There may be some special
units that have been in for some time. They would probably go in the inventory
at their original price.

Mr. Rem: I may be duplicating this question owing to the fact that I was
not here yesterday morning, but I was wondering if the price of matcrlals
such as ties and steel has increased very much in the past year

Hon. Mr. CHEVRIER: Yes.

Mr. Vaveuan: That was given in the statement which I read. They have
increased very materially.

Mr. Jackman: There is a chart on that. (Appendix “A” No. 1).

Hon. Mr. Cuevrier: There is a chart on page 7. You will see ties
particularly.

The Acting Cuamman: Will you go on now, Mr. Cooper, to the next item?

Mr. Coorer: Yes. The next item is interest and dividends receivable. I
think that speaks for itself. The next is accrued accounts receivable. They are
accounts, the audit of which has not been completed. When it is completed,
it would move up into the item miscellaneous accounts receivable. Generally
that account refers to government warrants which have not gone through
the complete process of audit, but we accrue the revenue and we take up a debit
in this accrued accounts receivable.

Mr. Hazen: Where are rents receivable shown?

Mr. Coorer: Rents receivable are in miscellaneous accounts receivable.

Mr. NicaoLson: Was there any special reason for breaking down this mis-
cellaneous accounts receivable this year? I notice it was not done last year.

Mr. Cooper: That is a changé® which was made by the Interstate Com-
merce Commission and we followed suit. They are always making changes in
both their operating and balance sheets and income accounts, and we follow
then as a rule. The next item is other current assets, $39,000, which is a small
amount.

Mr. Hazen: Pardon me, but before you go on I should like to ask a ques-
Eog ?bout the Interstate Commerce Commission. Do you come under that

ody

Mr. CooreEr: No. We come under it with respect to our United States
companies. The Interstate Commerce Commission is a body that is very well
qualified to preseribe the form in which railways shall keep their accounts. The
American Railway Association, which comprises all the railroads in the United
States, has a number of committees. I am speaking now of accounting. They
have other committees with respect to operation, engineering and all the other
branches of railroading. But with respect to accounting they have a number of
committees. They have a general accounts committee of which I am a member,
and so is Mr. Leslie of the Canadian Pacific. There are 24 members on that
‘general committee representing the principal railroads in the United States.
- Then they have other committees. They have a committee on freight accounts,
one on passenger accounts, one on overcharges, one on express accounts, and a
number of others. When a railway official has an idea with respeet to an
improvement in railway accounting, he generally submits that suggestion to the

———— e,
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association and it is considered in committee. If the committe approves of it, they
refer it to the Interstate Commerce Commission. If the commission approves
of it, they issue an order making it mandatory. Because their accounting regula-
tions have that degree of authority, and experience behind them and because
of our operations in the United States, we as a matter of accounting policy follow
the rules and regulations of the Interstate Commerce Commission, not by com-
pulsion, but because we do not know of any other system which is as satisfactory
and which would afford comparable comparisons with other American railways.

Mr. Hazex: Mr. Cooper, does the Canadian Pacific Railway follow the
same rules?

Mr. Cooprer: Again I hesitate to speak with respect to the accounting for the
Canadian Pacific Railway; but I venture the opinion that they do substantially
as we do. I would imagine that the Canadian Pacific Railway adheres to the
I.C.C. form of accounting. Mr. Leslie is a member of the general committee,
and Canadian Pacific officers are members of the subcommittees, they are active
like our officers are, in the affairs of the association. Two years ago Mr. Leslie
was chairman of the general accounting committee and from my knowledge—I
see their detailed reports to the Dominion Bureau of Statisties—I think I could
say that they, like we, follow the general accounting practices of the Interstate
Commerce Commission. '

Deferred assets, these are advances to employees of the railway to enable
them to make business trips and to operate small working funds.
~ Insurance fund, $12,425768.96. That represents the investment of our
Insurance reserve.

Mr. JackmaN: Do you carry your own insurance?

Mr. Cooper: Yes sir, we carry our own insurance.

Pension Contract Fund, $29,671,000. That too represents the investment
of the reserve for pension contracts which have been issued.

Other deferred assets, $3,072,290.74. That is a miscellaneous collection of
accounts. The items which go into the group of current assets are supposed to
be those which can be realized upon within one year from the date of the balance
sheet. Anything about which we have doubt as to its collection, or the collection
of which may be deferred beyond one year, is moved down to the category of
deferred assets.

Mr. Hazenx: Your insurance fund is less this year than last year by over
$300,000. What is that due to?

Mr. Coorer: It is the first time, I think, since 1923 that our loss experience
exceeded the income of the fund. We had three serious disasters. We lost
the Prince George. She was insured for something like $500,000. Then we
lost the sheds at Point Edward; and we lost the sheds at Depot Harbour. Those
three items together amounted to about $1,500,000, the three things coming
In the one year had the effect of reducing the fund during that year. But there
18 no doubt that, over the years, the fund is sufficient. It meets all the risks
which the railway elects to carry. .

~ Mr. Nicuouson: How do you arrive at your rate; how do you build up
this fund?

Mr. Cooper: We do not charge ourselves a premium any more. We feel
thfz income from this fund is sufficient to cover the losses which occur. It was
originally built up at underwriters rates; but the fund has been built up to
a point where it can absorb all the losses which take place so there is no use
1n going on and building it up any further.

Mr. Jackman: I suppose you carried war risk insurance from the govern-
ment during the war days?
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Mr. CoopEr: Not on the railway. We did, however, on the West Indies
service with respect to our steamships; but we did not go into the government
scheme of war risk insurance.

Mr. NicaorsoN: Could you give us the details in connection with the
building of this fund?

Mr. Cooper: It really started in 1923. There was a small carry over from
the Grand Trunk to the Canadian National. The amount would be about
$1,500,000, although I speak from memory. But from 1923 until now we have
built it up to about $12,500,000.

Mr. NicuorLsoN: How long has the interest been carrying your losses?

Mr. Cooper: For at least ten years; in fact it has more than carried our
losses. There has generally been an addition or profit in the fund each year.
The income from the fund, over the years, has more than met the losses which
we have experienced.

Mr. Nicuorson: You do not recall how your fund stood ten years ago?

Mr. Cooper: Ten years ago it was $11,000,000.

Mr. NicsoLsoN: You have added over $1,000,000 to it?

Mr. Cooper: Yes.

Mr. Jackman: The government itself carried insurance on the Park
Steamship Company for instance, in connection with that explosion in Van-
couver harbour. There is a claim against the underwriters. Your experience
has, no doubt, been very profitable to the company, but I wonder why it would
be that the government would see fit to insure, with the credit of the whole
of Canada behind it, whereas the railway company, a very large corporation,
sees fit to carry on v1rtua11y all its own risks?

Hon. Mr. Cuevrier: In connection with the Purk Steamships, they are
a separate corporation. It is true, it is an operating company which has made
charters with various other companies, under various conditions.

, Mr. JackmAN: But this is also alleged to be a separate corporation. I de
not see any difference; that just proves my point.

Hon. Mr. Caevrier: But you raised the question why the government
would not aect in like manner?

Mr. JackmaN: Why should not this company act in like manner to the
government ?

Hon. Mr. Caevrier: Yes, but there is a distinction between the two.

Mr. JackmaN: But both, in fact, are Crown companies.

Hon. Mr. Cugvrier: That is true; but there are various kinds of Crown
companies; for example, those Crown companies that act in the manner of
agents for the Crown. I think that is what the Park Steamships are. But I
think the Canadian National Railways are on a different basis.

Mr. Rem: Is it not a fact that the Canadian National Railways only
adopted this system after some years, and that formerly they were insured?

Mr. MurcH: In any case the discussion is extraneous to the purpose of this
committee.

The Acting CHAIRMAN: Next item.

Mr. Coorer: Prepayments, $92,845.74. That is a very small item. Dis-
count on funded debt $5,702,293.05. That represents the balance of discount

suffered at the time of the issue which we are amortizing. On the liability side—
funded debt. The details are given on pages 21 and 22 of this report.

Mr. Hazen: What is the amount?
Mr. Cooper: Pages 21 and 22.
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Mr. Jackman: That first item, stocks, capital stocks of subsidiary com-
panies held by public $4,643,040. Does that refer to those small lines which
operate out of Montreal?

Mr. Cooper: You will find all the details on pages 24 and 25.

Mr. Jackman: Have you made any further progress in aequiring those
minority interests?

Mr. Cooper: Not in 1945; but we have given the matter a great deal of
study, although I cannot say we have made a great deal of progress, but we are
working on it.

Mr. Jackman: You are making use of those properties and you are
improving gratuitously the equities of those minority stock holders?

Mr. Cooper: No. For any improvements we make to those properties the
companies are held indebted to the Canadian National Railways.

Dominion of Canada loans; they are shown on page 22 of this report
of the total of $674,201,612.83." $391,179,395.36 was for the repatriation of United
Kingdom securities; $195,264,135.50 was for debt redemption; and $73,851,082.26
was for new rolling stock. $13,906,999.71 was for working capital.

Mr. Jackman: Can you set out how much of that long trend debt was
outstanding at the time of the formation of the Canadian National system?

Mr. Coorer: In 1923?

Mr. Jackman: If that is the date?

Mr. Coorer: At the end of 1922, December 31st, the funded debt held by
the public was $804,000,000.

Mr. JackmaxN: And how much was owed to the Dominion of Canada at

that time, if anything?

_ Mr. Cooper: I do not have that figure, Mr. Jackman; but whatever it was,
1t was washed out in the Capital Revision Act.

Mr. Jackman: In the Capital Revision Act of 1937. $904,000,000 was
transferred from the debt to the proprietorship.

Mr. Coorer: No sir, $270,000,000.

Mr. Jackman: You gave me that $270,000,000 yesterday for that account,
and $373,000,000, loaned by the government for deficits.

Mr. Coorer: They were washed out.

Mr. Jackman: Washed out entirely; yet, there was $904,000,000 owing?

Mr. Cooper: But the $904,000,000 owing had to do with deficits which, in
our opinion, were not proper as interest bearing loans. Some of them existed in
1922, The Canadian government began to assist the Canadian Northern in
1914 and it certainly started to assist the Grand Trunk in 1919; and they also
assisted the Grand Trunk Pacific. There was a sizable figure due to the govern-
ment, in 1922. ' !

Mr. Jackman: That was what I was trying to get at when I asked how
much was owed to the Dominion of Canada at the time of the formation of the
Canadian National system?

Mr. Coorer: I have not got that figure here.

Mr. Jackman: But have you any idea of what it would run to?

Mr. Coorer: I will give it to you at the next meeting.

Mr. Prcarp: Do you mean that those deficits should be wiped out on account,
of the financial structure of the company?

Mr. Cooper: They were deficits, and it was thought that they should not
appear in the capital statement.
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Mr. Picarp: Were they deficits?

Mr. Coorer: They were; they represented the amount by which the railway
failed to earn its interest. :

Mzr. Picarp: They were not operation deficits? You made more money than
you spent on the operation of the railways?

Mr. CoorEr: Never since 1923 has the Canadian National Railways failed
to earn its operating costs.

Mr. Picarp: That is what I thought. So you mean this: accumulated
deficit for which loans were made. You had to meet some interest on your
obligations?

Mr. Rem: On page 22, speaking of interest, I note at the top of the page
it gives the principal outstanding and then the interest accrued as at 1945. In
looking at the items I see that most of them are four per cent. There is one 4%
and one five per cent, but most of the issues are at four per cent. When you
take the principal outstanding it seems to be correct. I am only speaking from
a cursory glance, but there is one figure that has intrigued me. That is the
five per cent indebtedness to the province of New Brunswick. There you have
a principal outstanding of $380,022.60 at five per cent. That would amount
to $19,000 odd. I notice that it states the interest accrued is $24,192. It is
the only one that does not seem to correspond with the interest rate.

Mr. Coorer: During the year some of that indebtedness was paid off.
This interest item is not interest on the balance at the end of the year. It is
the interest accrued for the year. In other words in the early part of the year
the amount of indebtedness exceeded $380,000.

The ActinGg CHATRMAN: Shall we go on with page 13 and get that in?

Mr. Cooper: Current liabilities; traffic and car service balances, audited
accounts payable, miscellaneous accounts payable, interest matured unpaid,
unmatured interest accrued, accrued accounts payable, taxes acerued, and other
current liabilities, $56,000,000. I do not think they call for any comment.

Mr. JAcKRMAN: As to the taxes acerued are those mostly munieipal taxes or
sales taxes or what? ;

Mr. Cooper: They would be municipal taxes and taxes in respect of our
United States subsidiaries.

Mr. Rem: Could we have an explanation regarding the Dominion of
Canada loans for repatriation of securities, or have we reached that point?
If not, that question can wait until we come to it.

Hon. Mr. Caevrier: We went into that very thoroughly yesterday.

Mr. Rem: If that was gone into yesterday I will accept the record.

Mr. Cooper: It was thoroughly gone into yesterday.

_ Mr. Jackman: In regard to municipal taxation on the old Intercolonial
railway and some of these other railways which were formerly Crown com-
panies do you pay taxes to the municipalities there?

Mr. Coorer: We do in one or two cases on non-transportation property,
yes. :

Mr. JackmaN: On non-transportation property?
Mr. Coorer: Non-transportation property.
Mr. JackmAN: You pay taxes on the non-transportation property?

: Mr. Cooper: We have some property at Halifax which was purchased in
anticipation of future use. It was not devoted to railway purposes and it was
agreed that we should pay municipal taxes.

Mr. Jackman: But as to railway properties within municipalities?
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Mr. CoopEr: On railway property, no, although we have an agreement with
the Maritime provinces whereby we paid them $250,000 a year.

Mr. JackmaN: In lieu of any municipal taxes?

Mzr. Cooper: In lieu of provineial taxes.

Mr. JackMmaN: I understand that there was some agitation in Halifax, and
I think perhaps Saint John, to assess you for municipal taxation. What are the
pros and cons of that? You do not pay any at the present time apart from
the grant to the province of New Brunswick and the province of Nova Scotia.

Mr. Coorer: We do not, and they are bringing or threatening to bring
action against us. The case has been in suit for at least two years. I do not
know where it stands at the present minute.

Mr. Jackmax: On other divisions of the railway do you pay taxes to the
municipalities?

Mr. CoopEer: Yes, we pay, for instance, in the city of Montreal, Toronto and,
in faet, in all cities we pay municipal taxes.

Mr. VaveHAN: Take, for instance, Montreal. We are by far the largest
taxpayer in Montreal. I think our assessment is $10,000,000 more than the
assessment of any other company. -

Mr. MurcH: You pay taxes on the Fort Rouge yards?

Mr. VaucHAN: Yes. I think there is some agreement with the city there.
I do not recall just what it is but there is some special arrangement.

Mr. MurcH: There is a special arrangement.

Mr. VaucHAN: I do not remember it offhand but there is a special arrange-
ment there.

Mr. Murcu: Has that been challenged or has there been any request for

reconsideration of that?

Mr. VaucuAN: No, that matter has not been up recently at all. We do
pay- some voluntary taxes down east. For instance, we pay taxes on our hotel
In Halifax voluntarily.

Mr. JackMAN: You pay the full rate?
Mr. Vavenan: We pay practically the same taxes on our hotel as are paid

_on the C.P.R. Hotel, the Lord Nelson, in Halifax. We did that as a voluntary

act on our own part.

Mr. JackmaN: Did this exemption from municipal taxation which is
peculiar to the maritimes arise because the railways which were incorporated
In the system in 1922 were formerly Crown companies?

Mr. Cooper: They are still Crown companies. So far as the Canadian
government railways were concerned they were exempt from taxation. The
other parts of the system, the Canadian Northern, the Grand Trunk, and the
Grand Trunk Pacific, are not exempt from taxation.

Mr. VaveuEAN: The C.P.R. has certain exemptions from Winnipeg to the
Rocky Mountains. They do not have to pay municipal taxes on the main line.
They have just as much advantage in exemptions out west as we have down
east,

Mr. JackmaN: That is in their charter, is it?

Mr. VavcHAN: Yes.

Mr. NicuoLson: How about the Fort Garry hotel in Winnipeg? Do you
pay taxes on that?

Mr. VaveHAN: Yes.

Mr. Rem: The C.P.R. does not pay taxes on the tracks through the
municipalities. :

6414323



72 SESSIONAL COMMITTEE

Mr. VaucHAN: They have a special exemption under their charter. I do
not recall what it is. They pay some voluntary taxes, I think, the same as we
do in the east. There is a somewhat similar situation on a portion of their
. lines in the west as we have in the east on the Canadian government railways.

Mr. JackmaN: Would both railways pay taxes on their hotel properties, the
Palisser in Calgary and the Macdonald in Edmonton?

Mr. VaugHAN: I could not say whether they pay taxes there or not. We
do pay taxes on all our hotels in western Canada.

Mr. Hazen: Do you pay taxes to the city of Montreal on the station in
Montreal? :

Mr. VaucHAN: Yes. We are the largest municipal taxpayers in Canada.

Mr. Coorer: Then we have deferred liabilities, and the first item is pension
contract reserve, $29,671,000. That is the reserve set up against pension
contracts which are outstanding at the end of the year. Then there is the item
of other deferred liabilities.

Under reserves and unadjusted credits we have insurance reserve;—we
have depreciation on the Canadian lines, equipment only, of $70,790,188.60;—
accrued depreciation on the United States lines with respect to both roadway
property and equipment of $22,400,749.89. We have set up a reserve for the
amortization of defence projects of $3,818935.41, a deferred maintenance
reserve of $39,000,000, other reserves of $8,313,612.60, and other unadjusted
credits of $7,821,037.05.

Mr. JackMAN: What year was it that we set up that depreciation on the
Canadian lines, equipment only, two years ago?

Mr. Coorer: We started in 1940.

Mr. JackMmAN: Is it likely to be the policy of the C.N.R. to extend that
depreciation policy as you must do in the United States? For instance, as I
recall it it was said yesterday only 10 per cent or less of the trackage was
in the United States and yet we find that their acerued depreciation is $22,000,000
and in Canada it is $70,000,000 in place of about ten times what it is in the

United States which would be comparable to the trackage. Is there any tendency

or disposition on the part of the C.N.R. to adopt the American practice of
depreciation on the Canadian lines?

Mr. Coorer: I do not think so. - It would not be my recommendation.
Mr. VaucHAN: We have the same practice on the depreciation of equipment.

Mr. JackMmAN: I realize that, but you were mentioning on the whole you
think that the I.C.C. rules are worthy of adoption not because of compulsion
but because of the inherent soundness of them.

Mr. Coorer: Yes. However, with respect to depreciation on road property
I do not go along with them. They only adopted this policy in 1943. For 50
or 60 years they have contended to the contrary.

Mr. JackMAN: There is no reason why they should not improve with time.

Mr. Cooper: No, but if you realize the change-over had to do with excess
profits taxes I do not believe that is a sound argument for reversing the policy.

Mr. JackmaN: Depreciation does not only have to do with excess profits
taxes. It has to do with a true statement of your earnings, whether or not you
are allowing for the gradual wear and tear of your capital equipment.

Mr. Cooper: I am pointing out that for 60 years they argued to the
contrary, and even to-day taking track structure, rails, fastenings, ties, ballast,
they refuse to recognize depreciation on what is called track structure. They
will recognize depreciation on the fences and the telegraph posts and the
station buildings and things of that sort. What logic there is in a contention

S e e
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of that sort is beyond me. If there is anything subject to depreciation it is the
track, but they do not follow through as far as their theory is concerned to
accrue depreciation on the track.

Mr. JackmAN: Of course, stations an(LSOme other facilities become pretty
dilapidated, but you cannot let your track go for very many months, I should
think.

Mr. Coorer: You must admit that depreciation is aceruing on the track
just as it is on the stations. It may accrue a little quicker. The service life
may be shorter but nevertheless depreciation is as much a fact on the track
as it is on buildings.

Mr. JackmaN: I should be inclined to agree with you on that except that
track of necessity must be maintained from day to day at a high rate. You
cannot allow any substantial dilapidation to occur there whereas you may allow -
it with your buildings. I presume that must be the reason behind the I.C.C.
ruling. As I recall some years ago when I spent a good deal of time on the
depreciation policy of*the railway we decided that nothing would be pressed
then because of the shortage of labour and the inability to get people to make
a physical inventory of all the assets, track and telegraph poles if you like,
and all the rest. Therefore I thought it was your opinion also that consideration
should be postponed, but as far as the principle was concerned I felt that it

" had been in part adopted at least, not only as to rolling stock but as to railway

equipment, and that after the war you would perhaps implement. the I.C.C.
regulations?

Mr. Cooper: I have given it a lot of consideration and have pondered it
a great deal. My belief is we should not adopt it. I am curious to see what the
American railroads will do when they begin to find themselves in the red, which
they are going to find themselves in, and when excess profits taxes are cancelled.

Mr. Jackman: If they are in the red for a justifiable purpose, namely, wear
and- tear of their equipment, it is another argument why fair freight rates and
fair passenger rates should be charged.

Mr. Cooper: If they have to suspend dividends because of bookkeeping
entries for depreciation they are going to have to scratch their heads.

The next item is Dominion of Canada proprietor’s equity. That is the
Shareholders’ account. Up above we have the Dominion of Canada in its rela-
tion to the railway as a creditor. In the proprietor’s equity account we have
the relationship of the Dominion of Canada as a shareholder. They have an
quity capital of $777,000,000, and on the next page you see the makeup of that
ltem and the change from 1944.

Mr. Jackmax: Can you give the committee the amount of the shareholders’
€quity at December 31, 1922 at the time of the acquisition of the various
railways? :

Mr. Cooprr: - Their real equity?

Mr. Moore: Yes. .

Mr. Cooper: They had about $18,000,000 invested in the Canadian National,
other than the Canadian governed railways. Answering your question a little
more exactly, I would say offhand that the $18,000,000 and the $377,000,000
for the C. G. Rlys. would represent the dominion’s equity as of 1923.

Mzr. Moore: That would be the amount owed the Canadian government?

Mr. Coorer: $377,000,000 was the cost of the Canadian Government Rail-

Ways, $18,000,000 was cash they paid to acquire the stock of the Canadian
Northern, They did not pay any cash to acquire the stock of the Grand Trunk

-Or the Grand Trunk Pacific.
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Mr. JackmAN: So the $377,000,000 would represent the book value of the
government account which you took over, I presume, and would include all the
other railways which were Crown owned railways.

Mr. Cooper: That is so. P

Mr. JackMAN: And since 1922 the government investment on equity account
has mounted to approximately $400,000,000.

Mr. CoorEr: Yes, of which $112,000,000 represents the surplus earnings of
the railway which have been allowed to increase the proprietor’s equity. That
would not be money put into the railway by the government.

Mr. Jackman: The $112,000,000 does not; but was the $112,000,000 not
paid to the government as interest on the government obligation?

Mr. Coorer: No, it was paid as a reduction,of debt.

Mr. JackmaN: So you get a compensating factor in that item of $112,000,000
in the lessened bond investment to the government.

Mr. Coorer: True; but that affects their position of a creditor rather than
their position as a shareholder. ‘

The Acrtineg CuAmMAN: Pages 14 to 17.

DOMINION OF CANADA—PROPRIETOR’S EQUITY ACCOUNT

Balance at Transactions Bal~nna at
: 31st Dec., 1944 Year 1945 31st Dec., 1945
CAPITAL STOCK OF CANADIAN NATIONAL RAIL-
WAY OOMPANE oV aantahessyida $ 18,000,000 00 $ — $ 18.000,000 00
Caprrran Stock oF THE CANADIAN NATIONAL
RAILWAYS SECURITIES TRUST:
Tnitial ‘stated . value . o . aiav s i n dviv o $270,037,437 88 § — $270,037,437 88
Sarplusceardings | S ik b i PSS N. 87,745,931 64 24,756.130 00 112 5u% u61L uv4
CapItal: PRSI N et s e e 19.105 651 2% v— 19 105 eR1 2]
Capital > Ioseed "l os . it S Uag e o 17,808,505 59 * 2,125,088 53 19,933,594 12
$359,080,515 31 $ 22,631.041 47 $381.711,556 78
Carrra.  EXPENDITURES BY DOMINION OF -
CANADA ON CANADIAN GOVERNMENT
RABIWARE, 1, aaiviresi s ds Filea R AT 44 $377,614,970 84 $ — $377,614,970 84

*Loss on abandonment of

27-62 miles of St. Lin

BubdIVIBIONn .5y i o .0 $1,167,121 47
Loss (applicable to period

prior to 1940) on retire-

ment of rolling stock

equipment <. oo, ees 957,967 06

CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS

Balance at Per cent
31st Dec., 1945 of Total
Equrry CAPITAL:* : ) !
Capital Stock of Canadian National Railway
Company . Sides s8500 o Y LR .. $ 18,000,000 00
Capital Stock of The Canadian National Rail-
ways ‘Securities Trust............c.... 381,711,556 78
Capital Expenditures by Dominion of Canada

on Canadian Government Railways...... 377,614,970 84 $ 777.326,527 62 38-4%
Fixep TNTEREST DEBT:
Held: Dy the PhbHC: <. .s5'5 v il e dic s mboterss s $573,179,997 54
Dominion of Canada—DLoans............... - 674,201,612 83 1.247,381,610 37 61-6%

$2,024,708,137 99  100-0%

*Excluding shares of subsidiary companies held by public—$4,643,040.

$754,605,486 15 $ 22.631,041 47 $777,326,527 62
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RESULT OF 1945 OPERATIONS
CONSOLIDATED INCOME ACCOUNT

RALwAY OPERATING REVENUES:

75

;‘ : 1945 1944
! TEED Y S SV Y Rl SR D e S g $316,533,328 90 $321,588,728 39
Pa.ssenger ......................................... 65,199,923 28 69,776,256 67
Mail. VRN T G TN Sl Ml B et o e iy 4,204,835 42 4,204,761 03
Exprebs S e R G R A AT QW s % 3VA o WA e o WL g 19,209,446 01 18.008.142 96
Commercial Telegraphs ............................... 7,554,813 82 7,012,442 34
o e T R Ry o g B e £ RSN AP R ey S XS0 21,071,046 13 20,557,178 96
4 TOTAL OPERATING REVENUES. ....cc0vvnnnn $433,773,393 56 $441,147,510 35
l’ RatLwaAY OPERATING EXPENSES:
i Maintenance of Way and Structures.................. $ 70,311,162 19 $ 76,503,925 59
) Maintenance and Depreciation of Equipment.......... 76,784,609 37 80,215,292 75
i TEBEC: 510 B e A s 1 B e 6,046,603 02 6,058,693 52
? Trauspormmon .................................... 179,119,172 42 177,889 699 03
g Miscellaneons Operabions: i Jol it o580 Ty o niaikhive e 6,282,609 09 5,922,378 37
f S e LR e e R A e 16,749,892 39 15,957,054 27
| ToTAL OPERATING EXPENSES......ccoo0nen $355,204,048 48 $362,547,043 53
I NET OPERATING BEVENUE: ...t cucsensosnsnnsssasss $ 78,479,345 08 $ 78.600,466 82
s {1y T P e B RS slrec R L S B e S A ey 6,476,981 25 7,341,513 86
! Equipment Rents—Net Debit.........c..o ciiiiaa... 3,567,783 92 2,956,314 10
Joint Facility Rents—Net Debit............. R by 556,641 66 577,994 85
| NET RAILWAY OPERATING INCOME....::ecovinuannns $ 67,877,938 25 $ 67,724,644 01
% OrHER INCOME: :
Income from Lease of Road and Equipment............ $ 58,960 79 $ 61,578 31
i Miscellaneous Rent INCOME. .. ..uuveaeineaenaneieanns 930,962 20 954,858 42
] Income from Non-transportation Property............. 643,859 61 598,717 23
Results of Separately Operated Propertles—Proﬁt or Loss 54,478 00 767,528 37
Hotel Operating Income 1,235,850 94 1,188,802 92
Dividend Income....... 543,514 50 659,726 10
7 PR 01 ey a1y M PR R SR P e s SR S e 3,863,692 01 3,923,760 98
Mascellaneons IneoIes s iiovis o5 0 s sesiae nims coaafsssnanss 298,490 98 2,367,210 34
TPOrAL OTHER TNOOMEL . {3\, Jeis ab ol aenils $ 7,520,853 03 $ 10,522,182 67
DEepucrionNs FROM INCOME:
Rent for Leased Roads and Equipment................ $ 1,109,929 74 $ 1,163,904 38
MEiscalianeous | Bente. Loxtaedil i 2ok s aTs Somitdasaiess s 652,343 81 539,801 47
Miscellaneons. TREOB 5 5 ¢ 4 aas s s o vt arts f ool o et oie b o hb 0 el 121,027 01 90,839 21
Entarest 08 UnftundediIDebE. « s s avsdn s s oo s s 387,514 73 304,644 93
Amortization of Discount on Funded Debt............ 1,183,920 48 936,291 03
Miscellaneous Income Charges and Appropriations..... 1,104,234 99 4,142,362 79
Profit and Loss Items—Net Credit........ccooaveuuenn 244,452 22 27,671 41
i
TorAL DEDUCTIONS FROM INCOME......... $ 4314518 54 $ 7,150,262 40
NET INCOME AVATLABLE FOR PAYMENT OF INTEREST... § 71,084,272 74 $ 71,096,564 28
Interest on Funded Debt—Public........cooiviiennnn. 26,021,784 56 28,135,938 36
Intevest on Government Loans. ... ccioieecvivnsanans 20,306,358 18 19,933,701 57
STl e R e B adn o e, b by AN B $ 24,756,130 00 $ 23,026,924 35
OPERATING REVENUES
1945 1944
; R S RO D TR e R N P RO $313,013.450 06 $317.735,454 78
2 Payments under "Maritime Freight Rates Act (20%)...... 3,519,878 84 3,853,273 61
SRREAGEE T L T B e S e el e e N AT s 65,199,923 28 69,776,256 67
: Baggage ....... et 2 S e, Tl e RO L S e I e 159,084 91 156,989 88
l R R W e S R RS S e O 4,580,963 69 4,564,393 26
3 arlour AT Ch AT IR stk s BB s St T o LT 271,537 54 226,215 49
TR R A R R SIS L U ot b o RN s T RO i 4,204, 835 42 4,204,761 03
leway Express B EOTHOR S S0 5 0, Atwn s ) s o A B ac A e A M 534 662 43 632,953 99
s N PR A P R s R e AR I D A R T T S A 18,674,783 58 17,375,188 97
OtherPassenger-Tram 61,942 53 28,720 17
Rl T S e R e R TR e 469,169 82 429,094 53
Switching. . . ... . o e e B s e e 3,358,414 26 3,294,605 94
fater Trangfern | .. v o4l wns c oo tine belimu it os o R W N s 183,272 66 190,916 37
ining and Buﬁ'et ....................................... 4,608,534 74 4,471,567 77
estaurants. ke o s W e e e v b e A 3 301,391 10 272,862 79
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OPERATING REVENUES—Conc.

1945 1944

Station, Train and Boat Privileges......v:«.visecccnsobis 570,327 56 582,179 49
120 I LT el M G RN G ROl i AL 150,749 63 153,319 74
Storage—Freight. . N e T, S h P 116,214 52 75,808 B2
e T TR e e SR PR R T PR R Gl 117,651 20 97,881 62
AT T 1 e e et 2ol o G A R T L R R R 1,840,217 42 1,886,518 72
Telegraph Commissions (US) ........................... 14,314 32 14,281 72
Telegraph—Commercial. . S R AR R N G s o e 45 7,540,499 50 6,998.160 62
g s LG e e s o R L I I 513,618 04 539,617 91
Rents of Buildings and Other Property................... 898,493 41 779,617 34
O RREIPIEES &), (v =y = v, ko e el o S T 2,165,022 58 2,179,313 58
Joint Pheility—Credit. ..., . L coorribiiieviiedaepes 822,641 49 736,613 73
e T e BT e S ek et G SR SR S 118,200 97 109,058 19

$433,773,393 56 $441.147.510 35 .

OPERATING EXPENSES

Maintenance of Way and Structures :
T S n Y S (PR BRI R et org BN RS B Sl A $ 3,944,226 92 $ 4,100,491 88
BOAIWay: MAEenanoe s tace 202 o865 iae cadB sy s v s Vb 8.705,847 73 8.660,168 89
Eannels ANt BUDWEE G vae s som i oo b sssdnassassensvie 35,459 50 38.050 80
Bridges, Trestles and R O e o s T o e A S 2,715,192 03 2,424 967 38
T R SRR Al B R RS W ) e R € 7,599,421 14 8,294,237 25
BT e L T 5 e e D e 2 e B R PDR L i R 3,183,715 56 4,026,706 50
Other Track Material. .. c. . consossssss direieiisdiitoiss 3.025,663 44 3,229,879 48
LT R AN GO S MR el RN TR AT SN LR SN % O 1,803,873 16 1,502,041 15
Track Laymg and BUPEACIOR S 7 0.5 T ko oot n S a3 A ats 18,150,434 30 18,979,235 81
Fences, Snowsheds and Signs........c.cocvivruermannnonss 660,415 74 561.071 48
Sta.tlon and Office Bulldm@. o 5 af.  aives s blons dasesulearas 2,956,783 30 2,779,798 12
OGN DOMIDER. & S s ds o Biads 5 8 s D DS e oo T oo B e 352,973 30 310,629 38
Water Stations ..... il 517,550 95 561,950 03
Fuel Stations .......... . 290,714 31 278,713 86
Shops and Enginehouses G 2,210,765 77 2,077,034 31
Grain Elevators ..... s 49,693 94 49,880 56
Wharves and Docks........co... g 217,414 67 227.927 51
Telegraph and Telephone Lmes e 1,078,893 03 1,074,642 24
Telegraph-—Commercial. . . . . Py e 1,389,630 12 1,257,556 44
Signals nhd I ner ol era . T T L N i o s ad AR S A 1,137,962 58 1,172,196 40
L T D i e L e L S e e S R 9,262 96 24,669 57
Power Transmission Systems. .. .. cceeeeencsrcessnsnnnas 170,753 66 194.408 10
Miscellaneous” BErUCUIen 5. ivsueseoenesssiosasesstasnns 3,193 01 4.824 63
Road Property—Depreciation—U.S. Lmes ................ 853,390 97 764,133 41
Road Proggrty—~Ret1rements S SYA 1,231,167 29 1,564,321 77
Peferred MEINTONARee . c-aliniisoh v ¢ 543 5 Hes @ sds daars vio o ok 2.500,000 00 6.500.000 00
ROAdW Ay SIIaeINeR . oo oS S L s s e e e e s e 594,557 02 540,607 28
Dismantling Retired Road Property.......iccccieiivvesans 81,071 66 90,363 99
Amortization of Defence Projects...........covvuvueannn 2,284 68 1,002,284 68
Braaltt Fooly ‘and  SEDPEBE. i . & s e vt svissns 5o shai s 887,741 95 884,498 50
Removing Snow, Ice, and Sand.........cooviveveinnnnnnn. 3.540.,663 13 2.829.113 49
Public Improvements—Maintenance. . . . . ... ..oovvunnnn. 369,035 18 370,190 41
e e (e R T BT L T e e Iy e e L LY 661,012 09 670.295 76
1T e e RS TG S N Bt g S B e L S R £ 28.140 76 24,666 53
Stationery and Prmtmg .................................. 70,819 65 66,657 97
OLheY X panien ) o e e e e e A WA b 63,059 99 39,742 94
Maintaining Joint Tracks, Yards, etc.—Debit. . Aite e 1,015,097 95 794,153 26
Maintaining Joint Tracks, Yards, ete—Credit. . .....cc.. v 1,942,157 33 1,727,321 52
BephtOr WAy T X DOIROE o 8 o atin s (o s olars Siow st ie o e 75,431 46 68,484 40
Protective SErviteR: [satiie s fovn s s st se o 25503 70,004 62 190.650 95

$ 70,311,162 19 $ 76.503,925 59
Maintenance of Equipment
Superintendence .......... $ 1,539,394 18 $ 1.631.670 35
Shop Machinery .......... 2,083,485 62 1,994,656 93
Power Plant Machinery o 115,858 50 108,904 48
Machinery—Retirements 200,386 19 89.900 85
Machinery—Depreciation—U.S. 1477 (e A P D a A 65,986 47 65.993 10
Dismantling Retired Machinery ........cocoeenivniina.n. 2,963 50 2.849 50
Steam TLiocomotives—Repairs . .c.ceosveeorssnsasoesnosans 22,780,691 45 23,100,702 73
Other Locomotives—Repairs ...............oooviiiiiiin. 379.394 25 300.952 75
Freight-Train Cars—Repairs .......cocouvininiinnain., 16,879,507 30 16.673.746 56
Passenger-Train Cars—Repairs .........coeovvvviiieaan.. 9,358.057 50 9,126,776 80
Floating  Equipment—Repairs’ .« . cconsosassaseseciasasios 361,454 04 ‘437 205 04
Work qulpment—Repmrs .............................. 2,187,604 46 2,172,248 56
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24
70
53

1944

188,324
167,614
6.923
52.492
,19.853.984
160.026
510,255
21,570
53.460
11,032
209,053
225,055
3,500,000

77

$ 80,215,292

$ 2,210,788
2,829,028
331,246
122,579
262.000

233

111,648
191,167

$ 6.058.693

1945
Express Equipment—Repairs .........ccecveieiioeeiinnns 207,157
Miscellaneous Equipment—Repairs ..........ccoeveeunnnn.. 201,051
Miscellaneous Equipment—Retirements .................. 1,798
Dismantling Retired Equipment .......0...cciiviiiiiciens 56,308
BEquipment—Depreciation - ............civecisecesensosass 16,974,015
Express Equipment-—Depreciation ..........c.c.ovevununnn 167,252
e S e N N e I ISR S G e 579,957
Rl P o N, e e e e e AL 35,089
Hiatiohery and Printing ' T il o Ui & Meanadac i cau s 60,202
BN AT LD AREOR™ . o x.s s W st ol S S o KA Ao R 51 & b SRS 2,667
+Joint Maintenance of Equipment—Debit .........c....... 250,211
Joint Maintenance of Equipment—Credit ................ 205,885
Deferred Maintermaince—Equipment .........eceeeeneneean 2.500,000
$ 76,784,609
Traffic

T T U T e € e SRl M et s Bl o TR TRl e $ 2,145,109
OIda A geniGiol s il S0 1 B S eed e e el s S 2,853,589
INdveniisang 1. Lia Nk sk S DGs Ve oG il ot 341,215
BRCATHE A SO REIODRL <l s S d b b s o bbb e st ol 121,328
B UARanery antl Prbitil’ « 7% . o5 d . bt € dotd ot Sk e o bk & 267,094
N BB henann . o e e L R e s on 225
T Lo G e o et i A B 115,414
Colonjzation, Agriculture and Natural Resources ......... 202,627
$ 6,046,603

Transportation
b T o e MRt e S 7 4 = TN SR SRR $ 3.705,343
I T v 1t bk ) L TR IR g I O B e U 2,271,473
N TR Ty e ety G S 1t o (SR S LA Gl SIS SR R 25,073,729
eighing, Inspection, and Demurrage Bureaus ........... 101.453
R Y R S T TS AR SR, A ol 15.236
Btation Supplies and EXPenses ...c...::ciceccnecisasnnes 1,830,272
Yardmasters and Yard Clerks ...... risasesilis woki iamicd 4912250
Yard Conductors and Brakemen ..........ccooveuuniuennn. 8.518.726
Yard Switch and Signal Tenders ........ccoeeuevnceenns 854,640
T YT P T R r SR P LA e 5.364,395
L e e A LR ST I i Sl i 666,539
Yard Switching Fuel R Ol Bl IR A SR 6,661,625
Yard Switching Power Produced .........eeeieeeineeinnn 16,203
Yard Switching Power Purchased 95,393
ater for Yard Locomotives ..... 215.453
ubricants for Yard Locomotives ..... 79,906
er Supplies for Yard Locomotives . 58,692
nginehouse Expenses—Yard ....... 2,101,901
ard Supplies and Expenses .............. i 202,198
erating Joint Yards and Terminals—Debit .. 1,828,166
Perating Joint Yards and Terminals—Credit 2,031,612
rain Enginemen ............ . 15,501.769
Train Motormen ............... g 121,351
e T RO M R e 35,698.139
TN Power Produced ... veuseass rebams soisobabvinsasai 7,038
RSN Phwer: PITCHABRA 5 o mies s 3 asarasine b o ss dn s 6 ontss winb 43,019
Gbar for Train LoCOMOLIVER .k adionie st ooes osssndanes 1.363,258
Lubricants for Train TooconiOtIven™ o SUGEEL Lo s AT IR 582,271
her Supplies for Train Locomotives ................... 326,289
Eng.inehouse Expenges—Traily oo Jfeiiipt daiin hoeaes 6.031,058
R P R T RN P O S S e 17,902,623
Train Supplies and FXDPENSeS. . . .svnnnnsereeeneeeaseeensns 11,108,584
Operating Sleeping Cars. .... b il S e e M 2.157,966
Slgna} and- Interlocker 'ODeration: s as tivis oo i doniwisiais s o s d 564,925
e T Doakection, -, rw. e L G o e 846.625
gmwbridge OplerBbistts - A da00 5 BRI G i 131,636
Telegraph and Telephone Operation..................cu.... 434,880
elegr‘a;ph——Commercial ................................. 5,418,338
B erating Floating Equipment........ccooiiiiiiinnninnn 1,231,744
S e R S U S TR e L SO T e 9,905,469
bationery and Prinbing.......seeeeessssnesosnsnnninnns 761,103
Other LT R A SRR ERER RS AS Ay GO T o 1 1,307.751
erating Joint Tracks and Facilities—Debit............. 880,785
operating Joint Tracks and Facilities—Oredit............ 421,589
B e TR AT RE LR R R R, B 16,976

97
51
56
96
64
86
05
13
07
49
80

$ 4,009,532
2,266,139
24,540,076
108,434

1.812.688

4,713,325
8.493.169
881.830
5,385,722
628,486
6.643,950
16,571
98,296
209,572
80.098
53.522
2,075,708
183,169
1,771.465
2,056,723
15,723,643
122,442
36,685.000

5,949,232
18.061.650
10,987,421

2,003,564

582,601
854,335
132,389
436,578

5,371.875

1,245,491

9,415,564

698.296
1,244,142
833.207
483,333
14,366

92
47
W
29
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OPERATING EXPENSES—Conec.

1945 1944
AOATING TWTOCKE . i, b alubcuin ae s oe s ols S ndans o o Aidia vidie & o M 500,501 25 481,578 18
B AR e 10 P BODET B Lol il 175 oo 5 s w415 5 a0 e hbia b s b & it o8 are 78,515 34 119,443 07
Damage to Live Stock on Right-of-Way................... 77.005 86 76,521 27
Loss and Damage—Freight.........c.ccccviuiiieianasonens 2,050,234 82 1,772,776 52
Loss and Damage—Baggage. ........c.covuvirennnceaacennes 15,744 26 20,115 25
LT AE T ARE (T T e PR R Sk R SO b ity 1,873,160 28 1,340,642 16

$179,119,172 4‘5 $177,889,699 03

Miscellaneous
Dixning: and Buffet Service: .ot iniiansonnenarssssnbing $ 5,615,717 45 $ 5,325,339 60
CETTET ST et W Sl SR S e ROt B SO RGN S W UV 278.591 80 272,580 27
sl MIavatord . Vil Ui cu sl dod N vy wilnine < s oo um ox 351,532 81 287,379 59
Other Miscellaneous Operations........c.covetneinieeacans 36,767 03 37,078 91
$ 6,282,609 09 $ 5,922378 37
General
Salaries and Expenses of General Officers................. $ 493,631 92 $ 502,657 22
Salaries and Expenses of Clerks and Attendants........... 6,197,145 02 6,590,951 86
General Office Supplies and Expenses............ooooiunn. 308,283 54 300,660 92
Tt EIXDOTIBOR .. sra I o s v e d s e AT S s & e o R, S bee 393,064 75 392,428 05
Relief Department Expenses.........cccceeviciascnninnnn. 27,500 00 27,500 00
AN D S S L NI R T 8,864,923 03 7.641.801 74
Stationery and Prmting. ..o os/oded eaionvdosnyhveaisads 247,722 64 235,468 17
OV R IIATIOT TEXDEIROE ¢ S0 o5 s e s o o e . a6 o s s i 15,987 70 15,793 89
Dt Uyt B S L 7 B SRS SR R L S e g v 165,347 34 211,902 55
General Joint Faecilities—Debit.....ccovivivivriirenonnns 47,948 29 49,294 41
General Joint Facilities—Credit....... ccviemuenieeinnnns 11,661 8} 11,504 5%

$ 16,749,892 39 $ 15,957,054 27

Mr. Rem: On page 15, regarding operating expenses, I wonder if I can
have a statement regarding passenger revenues. I see there is a drop there from
$69,000,000 to $65,000,000, while on the sleeping car, parlour car and dining car
service there is an increase of almost $3,000,000; no, there is an inecrease of
almost $3,000,000 in passenger revenue, but there is a very considerable increase
in the sleeping, parlour car and dining car revenue.

Mr. Cooper: The decrease in the passenger revenue is due to the fact that
we had about 5,600,000 less passengers carried—if the members of the committee
will turn to page 29 they will see towards the bottom of that page the number
of passengers carried was down 5,000,000. They will also see that there was
a considerable decrease in the number of passengers carried one mile, and there
was a corresponding decrease in passenger revenue, due to fewer passengers
having been carried.

Mr. Rem: But on your sleeping car, dining car and parlour car services
you show an increase.

Mr. Waruron: The sleeping car and dining car equipment was very
extensively used on these movements back from overseas.

Mr. MutcH: It was standard sleepers only, wasn't it?

Mr. Warton: Yes. When they went overseas they used coaches or colonist
cars, but on the return trip they had sleeping car equipment; and the use of
that type of equipment is extending to the movement of dependents as well.

Mr. EmMERSON: And would you be paid a transportation charge on that?

Mr. Warron: Oh, ves, but of course at a lesser rate. :

Mr. Murcu: And the lowered rate compared with the greatly increased
use would be a minus factor?

Mr. WavuToN: Yes. :

Mr. Murcu: Then I think in connection with both the sleeping car and the
dining car service that represents to a certain extent at any rate a luxury
service.

Phaa=en s
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Mr. Wavrox: The most lucrative passenger traffic is the movement of
passengers on the regular passenger trains. These overseas movements are
usually less than normal rates.

Mr. Murca: We have had enough military personnel running back and
forth across the country using dining cars, sleeping cars and parlour cars, to
make them pay.

Mr. Nicuouson: I wonder if we could have a statement about passenger
traffic.

Mr. Warron: You are speaking now of passenger revenue?

Mr. NicHoLsoN: Yes.

Mr. VaucHAN: -1 think we will come to that when we are presenting our
budget.

Mr. NicuoLsoN: I want to get what you estimate your revenue will be for
the current year.

Mr. VaveHAN: I think our budget will show the estimated earnings for 1946.

Mr. Murcu: Was the biggest decrease in coach or better quality cars?

Mr. VavcHAN: Chiefly coaches.

The Acting CHAIRMAN: Any more questions on page 15?

Mr. Nicuorson: I want to get an answer about the estimate on passenger
revenue.

Mr. Coorer: The estimated revenue is $48,957,000, which is a decrease of
24-9 per cent—25 per cent of a decrease estimated in 1946 as compared to 1945.

Mr. NicuorsoN: When did you arrive at that estimate?

Mr. CoopEr: That estimate was dated December 3, 1945.

Mr. NicHoLsonN: And as a result of your experience for the first quarter
would that indicate that you are very close to your estimate?

- Mr. VaveHAN: That estimate was the result of a study made by our
passenger traffic department, what they estimate our passenger earnings will
be in the year 1946.

Mr. NicHorsoN: You have returns for the first quarter of the year now.
I was wondering if the results are close.

Mr. VavcHAN: They are running pretty close to the estimate.

Mr. Gissox: Mr. Vaughan, I have been requested by Mr. Isnor, the member
for Halifax, to ask you as to whether you have any knowledge of a statement
having been made at the time of the expropriation of land, a matter which was
before the Exchequer Court in 1914-15, to the effect that the movement of
trains in the Halifax area would be done by electrification? If so, has this been
carried out; if not, would it be carried out in the near future?

Mr. VaveaAN: I do not recall what that agreement provided for. Certainly,
we have done nothing about the electrification of the line down there because
we have not considered it necessary. There have been requests made to us to
reduce the smoke nuisance, the alleged smoke nuisance, if possible in the eity of
Halifax. We do not think it is any greater there than in any other city. But
as we get more of these diesel engines, some of them may be used in Halifax
In switching service, which may improve the situation there.

~ Mr. Murcn: Is not Nova Scotia a coal producing province?

Mr. VaveuAN: Yes, it is. On the one hand we are being urged to eliminate
the smoke nuisance by using oil burning locomotives while on the other hand
Wwe are being urged to use more Nova Scotia coal.

Hon. Mr. Cuevrier: Have you given any consideration to the cost of
electrification, Mr. Vaughan?
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Mr. VaveuaAN: No, we have not.

Mr. Jackmax: Is the difficulty in connection with the electrification of
lines, whether on main lines or at terminals, the cost of electrification or the
cost of capital equipment and installation?

Mr. VaveaAN: Both are involved. The cost of the equipment is very
high, and in most cases the cost of the power itself is high; and the two combine
to make a much higher cost than operation by coal.

Mr. Jackmax: I was just wondering in connection with the surplus of
power, particularly in the Montreal district—perhaps they will be getting
Saguenay power down there and a much lower rate than obtained before the
war—whether or not vou are within a reasonable, practical distance of
thinking about electrification in the Montreal area.

Mr. VaveaaN: The cost is not yet down to a point to enable us to give
it serious consideration. Our department of research and development has been
going into it very carefully and are making a study of it with a view to
ascertaining whether there are any points where it would be economical for us
to use electricity instead of the present method. We have our passenger
terminal in Montreal electrified, as you know, but in our freight termmale we
use cither diesel switchers or steam switchers.

Mr. Wartox: In connection with the situation at Halifax, the complaint
with regard to the smoke nuisance was naturally at its worst when these heavy
movements from overseas were at their peak. We have had occasions when as
many as ‘thirty passenger trains left their straight away on the hour, every
thirty hours; and, leaving from the ocean terminal as they do and passing
certain residential sections on a grade getting up out of Halifax, the smoke
condition was at its worst. We do not think it will be that bad from now on.
We have two diesel switch locomotives working in Halifax to mitigate the
condition which has been eomplained of. I do not think it will be as bad from
now on as it has been in the past.

Mr. Gisson: Thank you very much.

Mr. Hazen: In what cities do you use electrification?

Mr. Warton: Just in Montreal, and also through the St. Clair tunnel
between Sarnia and Port Huron.

Mr. Hazex: Do you use diesel engines at many places?

Mr. Warton: We have a certain number of diesels‘spread around at
certain points. We have ?ome additional ones on order for switching service
this year. It has been a gradual development.

Mr. Hazex: In what cities do you use them for switching service?

Mr. Warrox: We have some in Montreal, two in Halifax, some in the
United States terminals; and, as T said, we have additional ones coming forward
this year.

Mr. Rem: With regard to the use of fuel and coal on ﬂlle western division,
are you using coal from the mines of Alberta and British Columbia out in that
part of the country?

Mr. Wavron: It is all western coal that is used in that part of the country.
Mr. Gieson: With respeet to telegraph lines I see you show what appears

to be a tremendous profit, $7,500,000, and against that you have expense
account amounting to $2,400,000; are those true figures?

Mr. Cooper: On page 17, under the heading of transportation expenses,
you will see the operating cost of telegraphs, $5,418,000.
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Mr. Rem: A short time ago a question was asked about cost of materials,
ties, and so on. I notice under the heading operating expenses, maintenance of
way and structures, under roadway maintenance there is an increase; and then,
further down, when you come to ties, and rails, there is a considerable decrease,
how do you account for that?

Mr. VaveHAN: That would be because we have put in fewer ties than we
did the previous year. We are gradually putting in creosoted ties on most of
our system and those ties have a longer life than the ordinary green ties, and
the more creosoted ties we get in, the fewer our renewals will be each year.

Mr. EmMersoN: Mr. Walton, referring back to Halifax, is it the poinion
of the railroad that these two switch engines, diesel electric engines, will take
care of the shunting?

Mr. Warron: It was thought that these two would take care of the
greater part of the shunting at Halifax ocean terminal and up toward Young
avenue and in that vicinity which creates the greater part of the smoke
nuisance. I do not think there is any great complaint from the Rockingham
area or at Fairview. The climb up the hill out of the ocean terminal and this
residential section was undoubtedly the cause of the complaint.

Mr. Rem: What is the difference between right of way expenses and
roadway maintenance?

Mr. VaugaaN: That is an accounting classification.

Mr. WarToN: Are you speaking of the two separate items?

Mr. Rem: Yes, the two separate items under operating expenses; roadway
maintenance and, at the bottom, right of way expenses.

Mr. Warron: That small item, or comparatively small item, of right of
way expenses has to do with surveys and things of that nature whereas roadway
maintenance, well over $8,000,000, is the ordinary work of maintenance of the
track, bridges and so on.

‘Mr. Picarp: You have an item of $18,000,000 for track laying and sur-
facing, yet we still have ties, rails, ballast and so on. Would that $18,000,000
be just for labour?

Mr. Warron: That is labour.

Mr. Prcarp: That is just the labour of surfacing?

Mr. Warron: Yes. The labour is the big part.

- Mr. Picarp: By far the biggest amount is just for the work?

Mr. Warton: That is right. -

Mr. NicuonsonN: With reference to this parlour and chair car item, it
occurs to me that the revenue received from this class of operation is not very
great. Take the operation between Ottawa and Montreal, for example. The
revenue for a chair is pretty small in comparison with what it costs to main-
E?,in it. Have you any information as to how profitable this type of opera-
1on is?

Mr. VaveuAN: We do not think it is very- profitable, but the chair car
has been in use for a long time and there is a demand for it.

Mr. Nicuorson: ‘Should not those who demand it pay a little more for the
service than they do now? How many passengers do you carry in a chair car
as compared with. a coach?

Mr Warron: Roughly, the average car runs about 25 to 26 passengers,
and the coach would possibly have an average of 66 or something like that.

Mr. NicmorsoN: What is the chair fare from Ottawa to Montreal?

The Acrine CHAIRMAN: 75 cents.

Mr. Wavton: Yes, 75 cents.
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Mr. Nicuousox: It would not appear that that would be a very profitable
operation.

Mr. Wavron: No. The operation of a parlour car in itself is not very
profitable, but it is one of the advantages over the buses.

Mr. JackmAN: And the T.C.A.

The Actine CHAIRMAN: The public demand it.

Hon Mr. CHEVRIER: You could not increase it whether you wanted to or
not. The ceiling is still on.

Mr. NiceoLsoN: Yes, I know. But even before the ceiling was put on, I
think the fare was not high enough. What representations could be made to
have this service cost what it is really worth?

Mr. Warton: The first consideration would be whether a raise in the
parlour car seat fare would drive traffic away not only from the parlour car
but from a train, and those considerations are all taken into account pretty
carefully in furnishing services of that type.

Mr. Gisson: What would be the cost of pulling a car up from Montreal,
say? I mean, what would the extra cost be?

Mr. Wavron: Of course, that is one of the things that is debatable.

Mr. Gmsson: I was wondering how much coal it would take, because that
must be the extra cost.

: Mr. WaLton: There is the wear and tear on the car, and the shopping
of it.

Mr. VaugHAN: And the wear and tear on the tracks.

Mr. Warton: And the cost of the porter’s wages.

Mr. VaveeAN: We find it impossible to apportion the cost as between
running a freight train and a passenger train.

Mr. MurcH: Parlour car service eliminates a lot of wear and tear on
your passengers.

Mr. NicuorLsoN: How about the original cost of the car as compared with
a passenger coach? :

Mr. VaugHAN: A parlour car costs a little more money.

Mr. Warton: But not a great deal.

. VavguEAN: Not a great deal, no. In the modern coach, seats are
expenswe But our parlour car rates are in line with the parlour car rates
charged all over the continent; and that was considered, at the time they were
put into effect, about as much as we would be warranted in chargmg

Mr. Rem: Are those cars under a patent?

Mr. VauveHAN: Not the parlour car, no. Most of the seats we buy in
coaches are patented seats. :

The Acrine CHAIRMAN: Will you turn now to page 16?

Mr. Prcarp: Oh, no, not that fast, Mr. Chairman.

Mr. HargNEss: You have an item for insurance on page 15 under mainten-
ance of way and structures. I thought you carried all your insurance yourselves?
How about that?

Mr. Cooper: On the Grand Trunk Western, which is one of our United
States subsidiaries, we charge them an insurance premlum When I was speaking
before, I was speakmg broadly of the system; but on the American line we do
assess a premium charge against them for insurance.

Mr. Hargngss: Do you place that in an ordinary insurance company?

Mr. Coorer: No. It is insured in our own account.

Mr. HargNEss: It is just charged up?

X matn g
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Mr. CopPER: Yes. :

Mr. Rem: May I just ask this question before you turn the page? I am
speaking now for a minority group in this country, the non-smokers. In the
early days in travelling across the country and travelling in trains, there used
to be a smoking compartment for those who smoked. But as a non-smoker,
I can tell you it is not pleasant nowadays, since the tobacco companies have
induced all the ladies to smoke, to sit there all day in a parlour car where
you can hardly see the passengers across the way. I am wondering—and I am
speaking for the minority who do not smoke, like myself—whether a small
compartment should not be provided for non-smokers. As I say, it is not very
pleasant to sit in these parlour cars in the midst of all that smoke.

Mr. Prcarp: Why not have a compartment for the non-smokers?

Mr. Rem: I think some consideration should be given to the non-smokers.
Mr. VaveuaN: They are not supposed to smoke in the body of parlour cars.
Mr. Rem: But they do so.

Mr. VaveHAN: It is imposing quite a problem on our conductors and train-
men to prevent that. We do put signs up. Ocecasionally, if someone complains
that he has a smoker next to him; to the conduector or to the porter, he will
ask that person to cease smoking. But I am afraid if we threw out all those
who smoked where they are not supposed to smoke, we would not have many
passengers. |

Mr. Rem: I am not suggesting that. I am suggesting that in the develop-
ment, of cars in the future, we go the other way and protect the non-smoker by
giving him a small compartment by himself.

Mr. VaveHAN: A great many of our new coaches have a partitioned space
at the back, right in the body of the car, for smokers; and we are hoping they
will use it.

Mr. Warrox: In our next lot of new coaches we propose to increase the
amount of space where smoking is allowed, in the hope that it will help this
situation. Also we will continue, instead of having a small room reached by
a passage, to have simply a portion of the coach partitioned off so that you
can gee right through to the smoking portion, with seats just as comfortable
as those in the rest of the car.

_ Mr. ReEm: In modern coaches they are taking that very point up, because
n modern coaches for long distance travel they protect the non-smoker. I can
tell you that when travelling a distance, and sitting there day after day as you
do if you come from British Columbia, under the conditions I have described,
for a non-smoker it is not very pleasant.

The Actine CHATRMAN: Tt is pretty hard for the conductor.
Mr. Rem: Oh, yes.

The Actineg CHAIRMAN: I have been in a chair when the conduector has
come through and stopped people from smoking, but the minute the conductor
went, out they would start up again. >

__ Mr. Murcn: So far as chaircars are concerned, the practice is established by
right that you can smoke in a chair car. You provide a multitude of ashtrays.
L my experience in the last ten years, T have seen no restrictions on parlour cars,

Mr. Warron: That was in response to popular demand, contrary to the
one expressed by Mr. Reid, that in view of air conditioning and the smoke
getting away fairly well, the ban on smoking in parlour cars should be removed.

e had 10 to 1 representations in that direction.

Mr. Murcn: Perhaps the minister could give Mr. Reid a pass on the

T.C.A. and that would solve the problem.

. The Acring CramrMAN: Get Mr. Reid a good pipe, and I think it will
Satisfy him. :
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Mr. Rem: I have nothing against the pipe. It is the cigarette. I am afraid
the tobacco companies will induce the children to smoke next, and there will be
nothing but the babies left.

Mr. Gieson: I am rather curious to know if you are looking after your
officials properly on the line, Mr. Vaughan? I am just wondering how many
private cars the system has for the use of officials and how much was spent
in renovating those cars last year. Have you a figure on that, Mr. Vaughan?

Mr. VAuGcHAN: I do not think we have a figure. We can probably find that
out. That all goes into our repairs to passenger equipment.

Mr. GmBsoN: Have you any idea how many cars you have? ~You naturally
give one to each of your superintendents.

Mr. VaucHAN: Not to all of our superintendents. To the superintendent
in an isolated territory, who has to be away from home a good deal or travel
a particular course, we give a car of a kind. Some of them can hardly be
dignified as private cars, in fact some of them are converted cabooses. We
do not waste any money on private cars. I think if you compare the condition
of the private cars of the officials with the condition of the private cars of the
officials of some other railroads, you would see that we have not been extravagant
in that regard.

Mr. Gison: I am glad to hear that.

Mr. Picarp: How many private cars would there be on the C.N.R. for
officials?

Mr. MurcH: Are you lumping work cars as private cars?

Mr. Picarp: I am speaking of private cars, not work cars.

Mr. VavcaEAN: We do not call them private cars; we call them business
cars.

Mr. Prcarp: Let us say luxury business cars. I do not say they are so
comfortable, because I have travelled in government ministers’ cars in the past,
and often times I would go in the regular train because the lighting would be
better in the regular coaches or the regular parlour cars than it was in the
private car, because they were old cars that had probably been in use so long
‘and every government one after the other—I mean, every new government—
would hesitate about putting in the estimates the cost of a new car. So the
ministerial cars are very poor. But on the other hand, I think there are only
5 of them in Ottawa at the disposal of 20 cabinet ministers; and they are
not, full time. How many would there be for the officials of the C.N.R.?

Mr. VaveHAN: It would be easy to figure that out. Some of the superin-
tendents—not all of them; about ten superintendents; all general managers
have cars. In certain regions certain officials will share a car. For instance,
the chief engineer and perhaps the chief mechanical officer will share a car.
They all have not got individual cars. I think it must be 25 years since we
bought a new private car.

Mr. Picarp: I know. It is the same thing with government cars; I mean,
government private cars.

Mr. VAUGHAN: Yes.

Mr. Picarp: Would there be 100 on the whole system?

Mr. VaveHAN: No.

Mr. Warron: I think probably the total would be about 60. That includes
a couple of government cars and includes everything down to the smallest car
we have, outlying superintendents’ cars and so on.

Mr. Prcarp: You mean none has been bought in the last 25 years?

Mr. Vaveaan: We have not bought a new private car for over 25 years.

Mr. Gmsson: I understand that a new steel car is worth about $80,000.
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Mr. VauvgHAN: A new private car today would cost a lot more than that.
One of our new coaches will cost approximately $80,000, plus sales tax, yes.

Mr. Hazen: How many elevators do you own?

Mr. VavcaAN: We operate two elevators, but we own a large elevator
at Port Arthur which we lease; and at Portland, Maine, we have an elevator;
also one at Transcona. '

Mr. Hazen: Do I understand you to say you own two?

Mr. Warron: Five all told: one at Transcona, one at Fort William, one at
Saint John, New Brunswick, one at Portland, Maine and one at Tiffin, which
is near Midland, Ontario.

"~ Mr. Hazex: The Saint John elevator does not come under the Board of
Harbour Commissioners? .

Mr. VaugHAN: No, sir.

Mr. Hazex: Do all these elevators pay, or did they pay last year?

Mr. CoopER: As regards the one at Saint John, the net result was a loss of
$31,000; for the one at Portland there was a loss of $126,000; for the one at
Tiffin there was a profit of $257,000, making a net profit for the three elevators
which we operate of $99,000.

Mr. Hazen: What about the other two elevators?

Mr. Cooper: They are leased.

Mr. Hazex: You lease them?

Mr. CoopEr: Yes. :

Mr. Hazen: You get a rental for them?

Mr. Cooper: Yes.

Mr. Hazex: Who do you rent them to?

Mr. Coorer: One is the Saskatchewan pool.

- Mr. Wavton: The Saskatchewan pool, and the Dominion Malting at
Transcona. In connection with the three on which Mr. Cooper gave you the
figures, of course there is a traffic advantage in having an elevator so that the
grain moving over our line is taken care of. It is the Dominion Malting
Company at Transcona, at an annual rental of $12,900; and the one I spoke
of at Port Arthur, an annual rental of $153,800.

Mr. NicuoLson: Is there any reason why the revenue should be down last
year as compared to 19447 3y b

Mr. Wavrton: That would be due to the fluctuation in the grain handled.
It will vary from year to year.

Mr. Picarp: While we are on the subject of expenses, I would like to say
a word of two about stations because I am very much interested in stations. In
fact, T know that the acting chairman expects me to speak on the subject.

In October, 1945, T brought to the attention of the committee three cases
of discomfort at stations in my own district, and I was told to bring those cases
to the attention of the local superintendent. I did se, but I am still of the same

gg(i)nilon and again I want to bring forward the grievances of some of my own
ple.

The Acting CHAIRMAN: Are these the same ones?

" Mr. Prcarp: They are the same ones that I spoke about last fall. At one
Particular station there are no toilet facilities and, during the previous winter,
ey had quite a hard time about it when trains would be as late as six or seven
ours, as occurred at one point on the old Intercolonial road between Riviere-
du-Loup and Québec.
64143—3
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My representations last fall did not bring about any betterment; so this year
I have representations signed by some 35 people who sat in a station waiting for
a train which was supposed to arrive there at half past eight in the morning but
in fact did not arrive until five o’clock in the afternoon. At one time there were
75 to 100 people waiting in that station, and I have a statement here signed by
35 of those people.

People read in the papers about there being $24,000,000 profit for the
Canadian National Railways this year, and those people wonder why improve-
ments cannot be made out of such an amount of profit. Here is a particular
place where temperatures run below zero for quite a long time and where the
existing toilet facilities are located about 400 feet away from the station. Now
you have a situation where there are 100 people stuck there for the whole day,
including children, girls, and so on, yet I receive an official answer; we will see
what we can do.

Mr. VaveuaN: That would be a most unusual condition. We had the
revenue checked up at all those stations and it was found that the number of
people travelling, generally, was very small; and it was also found that there
are no sewage facilities near those places.

Mr. Picarp: But the neighbouring farmer has private facilities and his
house is right next to the station. He had facilities installed himself and the
whole installation would not amount to more than $300. One of the stations is
on the Halifax to Montreal line, and I do not think it makes sense. That
particular point served about five villages. We are told that consideration will be
glveln yvet nothing is done. The answer is a dramatic one, a nice smile and that
ig all

Mr. Warton: We have made some progress in installing toilets at stations
at intermediate points where there are sewer and water available. But where
such facilities are not available, it means the installation of a septic tank, an
electric pump and arrangements for water to be drawn from a well; and in
addition to that, it has been found, upon more than one occasion, that those
arrangements, where there is not a proper sewage system, are unsanitary. We
have purposely gone slowly in respect to those installations where sewer and
water are not available. On the other hand, St. Francois may have some unusual
condition with respect to the number of passengers.

Mr. Picarp: Especially the weather conditions.

Mr. Warton: That is true, but that also applies to the greater part of
Canada in winter time. But as I say, in general, we have been hesitant in
making such installations where sewers and water are not available.

Mr. Prcarp:. There is a small group of buildings around there and they all
have tanks and wells. In fact, I had a summer home at Cacouna, and there was
no sewer there; but we installed the necessary facilities. These people have to
suffer throughout the winter and they cannot find justification in your adding
great comfort for the benefit of some classes who use the railways, in the way
of pullman cars and so on, when a sum of $300 would add so much to their
comfort.

Mr. VaugHAN: I think the average cost would run to something like $1,200

to $1,500.

Mr. Prcarp: But my installation at Cacouna did not cost me that much, at
my summer place. The farmer next door to the station could not afford to pay
that much. Those are people of small means.

Mr. VavgaHAN: What were the other two stations?

Mr. Prcarp: The other ones were not in connection with sewage. The statwn
at St. Charles, there it is a question of heating.

a
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At the moment the station at St. Charles is heated by two huge stoves that
consume a large amount of coal, yet, at the same time there is a central heating
system in the station, a furnace installed by the stdation-master at his own expense
or, rather, the station-master who was there before the present one. The
necessary installation there would involve not more than say 100 feet of pipe.
It would bring about a substantial reduction in the cost of coal and it would
mean a great deal of comfort to the passengers because, as you have it now,
there are two rooms, one for men and one for ladies; at either end of the
station, in each of which there is a huge stove which is kept red hot, while
in the centre, in the office where the station-master and the telegraph operator
are, they are freezing. In other words, at both extreme ends of the building
the stoves make it very hot, while in the centre, in the office, they are freezing.

In the same building there is a furnace. It would require merely the laying
of pipes to heat the whole building, and the cost would be less in the way of
coal than the cost of installation of the pipes. But there is apparently a
prineiple of the company: that it must not heat the residences of the station-
masters. To connect up these pipes would prevent them from separating one
from the other, yet it would cost less to heat the whole building including the
station-master’s house than it cost just for the two public rooms with attendant
discomfort to everybody. .

Mr. VaveuAN: Have you written to us about them?

Mr. Picarp: Yes, I wrote twice, but I did not write a third time about
the heat.

Now in connection with Ste. Francoise, I received long letters, and I was
told that my last letter would be submitted to Mr. Walton’s attention, but it
has been a long time now.

Mr. VaveHAN: These matters are referred back to the officers in charge
of that particular section of the line; and the answer that usually comes back
is that: after investigation was made the matter was considered to be unneces-
sary. That is the usual procedure.

Mr. Picarp: Would it not be rather due to the fact that these superin-
tendents want to show that their portion of the line makes good profits and
they want to keep down expenses. Here is a situation where any disinterested
investigator could well verify the facts. The hours of delay of the trains would
be very easy to find out; the temperature and the weather is easy to find out.
The first petition was sent in about five years ago; but I took charge of the
matter only about two years ago, and since then I have received only nice
letters and smiles.

Hon. Mr. Cagvrier: Do not give up hope, Mr. Picard.

Mr. Prcarp: And there is another point: at St. Damien on the trans-
continental railway, the station-master installed an electric system for his own
home. The previous station-master wanted to have an easy life and he extended
the wires out to the station platform and put in three lights and paid for it out
of his own pocket because he did not want to slip on the ice. But the next
station-master who came along cut off the wires and the lights. He did not
care to light the station platform at his own expense. At that point you have
Several institutions. There is a hospital for aged men, and there is a school
f(;r about 300 or 400 pupils, and there is also the main branch of an order
OI nuns. ‘

In connection with the order of nuns, there are a number of old, retired
ladies who travel from one place in Canada to another and it may be that
hey have to use the platform there in the winter time, sometimes in the middle
of the night should the trains be later than scheduled, and they have to suffer
great discomfort on the station platform; yet the electricity is only about 12
feet away. The railway says it would cost too much to put in electricity on
6414333 : ;



88 SESSIONAL COMMITTEE

that platform, yet the electricity is in the home of the station-master and
could be installed at very little cost. That is important, but my main point
concerns Ste. Francoise because conditions there are not sanitary. In faet, 1
think the Board of Health for the province of Quebec might well go there and
report that the eonditions are unbearable.

Mr. Murcu: Have you emphasized that fact in your reports?

Mr. VaucaAN: I do think you are mistaken, however, when you suggest
that the superintendent might not recommegd these things because they would
be charged to their districts. In fact, these expenditures would be capital
expenditures.

Mr. Picarp: Yes; I do not think they would add very much to the capital
structure of the company, to add these things.

Mr. Hazen: Might I direct the attention of the president of the road to
the conditions of the station at Hillsboro, in New Brunswick. The station there
was destroyed by fire and, at the present time, they have a very make-shift
kind of affair which is not satisfactory to the people in that community. Hills-
boro is the largest community in the county of Albert. The Canadian Gypsum
Company has a large plant there and it is quite a prosperous community, but
I believe it is, at the present time, without an adequate station. I hope the
president of the road will be good enough to endeavour to improve it.

Mr. VavcuAN: We will endeavour to improve it, Mr. Hazen.

The Actine CuamrMAN: I notice that it is one o’clock now. We have spent
a day and a half on this report and I wonder if it could not be adopted?

Mr. Picarp: I have something in mind, Mr. Chairman; I do not want to
ask to spend many many days on this report; yet, on the other hand, we have
the argument of the officers of the company, that they are anxious to get back
home. I do think they can give us a few days. After all, they are managing
public property.

. Hon. Mr. Cuevrier: There is no question of the officers not wanting to stay
here for two weeks if necessary. They can stay for three weeks if required,
but they have business duties and they should be getting along. The only sug-
gestion that the chairman had in mind was: that perhaps we might pass this
first report and, if there were any questions, later on we could come back to it.
But, if there is any objection— -

Mr. Jackman: No, no. May I ask when we expect to get T.C.A. Will it
be this week or next week?

Hon. Mr. Cuevrier: That will depend upon the progress we make with
this report. If we do not make any progress this week, we certainly won’t get -
to T.C.A. I hoped that we would finish with the officials of the Canadian
National Railways before entering upon the session of T.C.A. :

Mr. JackmaN: I wondered if Mr. Symington would come on Monday or
Tuesday?

Hon. Mr. CueveiEr: I think Mr. Symington would be delighted to come
on Friday. ‘

Mr. Prcarp: If we could finish with this report, say, tomorrow, then we
could take T.C.A. next week. :

Hon. Mr. CHEVRIER: Yes, I think so.

Mr. Picarp: Then we would finish entirely with this report this week.

Mr. Vaveuan: You still have Canadian National West Indies Steamships,
but it should not take very long. We spent quite a long time on this report this

morning, on the balance sheets, because we thought it would be very interesting '
to this committee.
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Hon. Mr. Cuevrier: There remain a number of other items to be taken
up.

Mr. NicaoLson: But if we meet twice tomorrow, we should be able to
finish up Canadian National business.

Hon. Mr. Cuevrier: Would it be the intention of the committee to deal
with the T.C.A. on Friday?

Mr. Picarp: No, rather next week.

Hon. Mr. Cuevrier: But next week there will be an international conven-
tion meeting in Montreal and Mr. Symington will have to go there.

Mr. Picarp: We might as well postpone it.

The Acting CHAIRMAN: We will now adjourn until 4.00 p.m.

The committee adjourned at 1.00 p.m. to meet again today at 4.00 p.m.

The committee resumed at 4 o’clock p.m.
The Acting CrHAIRMAN: Page 16.

Mr. Jackman: We were finishing page 15. There is an item there of
$2,500,000 for deferred maintenance in 1945 as compared with $6,500,000 in 1944.
I see at the same time that there is no substantial increase in operating expenses
for such things as roadway maintenance. There is a slight amount there, $140,000
only. Bridges and trestles are down $600,000. Ties are down and rails are
down. I was wondering if the management would explain why it is with
apparently less repairs and renewal work done during 1945, presumably because
you could not get the men or materials, vou did not see fit to set up as much
deferred maintenance in that year as in the previous year.

Mr. Cooper: In analyzing the amounts for the two years you would have to
take into account that in 1943 there was considerable back time charged into the
accounts, and the price of materials increased and wage rates have increased.
If you make allowance for all those things you will find that although the gross
expenditure is less in 1945 than in 1944 there was an actual increase in the
amount provided for maintenance and on that basis it seems reasonable that we
should not make as large a provision for deferred maintenance as we did in the -
previous year.

Mr. JackmaN: I do not quite understand the item of back pay from 1944
coming into 1945, but we will leave that aside for the moment and if you wish
You can explain it later. That will be satisfactory. Assuming the reserve set
aside was reasonable in 1944 the price of materials and wages were up during
the year which would seem to me to prove my point, if you like, rather than your
answer to it, because you have not spent as much during the 1944 operating year
and yet you have reserved less for deferred maintenance than you did during
the previous year. You did less work maintaining or repairing property and yet
You reserved less money.

~ Mr. Cooper: Taking the back time, if we had in 1944 an amount charged
In there that related to 1943—

Mr. Jackman: I do not quite understand the back time.

Mr. Coorer: In 1944 certain wage awards were granted which were made
retroactive into 1943. They extended back to March, 1943.

Mr. JackmaN: You are suggesting that the 1944 accounts were upped
Without any reflection of more work being done.

Mr. Coorer: Absolutely.

Mr. JackmaN: So that the 1944 amount bore a truer physical relationship
than appears on the face?
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Mr. Cooprer: Yes. That is one item.

Mr. Jackman: Does that amount to millions of dollars?

Mr. Coorer: Yes, $5,400,000.

Mr. Jackman: That is the amount of back pay you had to charge to 1944
earnings in relation to 1943 work?

Mr. Cooper: That is right. That is not all maintenance of way, but that
was the amount. Then in addition, of course, we have $6,500,000 against
$2,500,000 for deferred maintenance. Those two items should be extracted from
both years before you make the comparison.

Mr. JackmAN: Those are the two items I am speaking about.

_Mr. Cooper: Yes, but they should be extracted before you make the com-
parison. :

Mr. Jackman: They are a part of the comparison. How do you mean?

Mr. Cooper: I mean you should deduct them from the total of the expenses
for the two years in arriving at the actual expenses for the two years.

Mr. Warron: I think what Mr. Cooper is saying in effect is that all the
other items in this list represent service performed whereas these two do not, and
therefore to get the comparison if you are looking at it on the basis of work
done and material consumed you would take both those items out of both years.

Mr. Jackman: Having done that, in a cursory way all I see on the public
accounts is that you spent less money in maintaining the system than in 1944.

Mr. Coorer: Well, we think we spent more. We say we spent more. We
have computed we spent in 1945 $2,090,000 more on actual maintenance of way
than we did in 1944. ;

Mr. Jackman: Largely accounted for by the back pay?

Mr. Coorer: No, actual work performed in 1945 as compared with 1944.

We say we spent more on maintenance in 1945 than in 1944 to the extent of
$2,090,000.

Mr. Jackman: That does not appear obvious from the operating expenses.

Mr. Cooprer: No, it is not obvious because, as I say, you must-make the
analysis. You must deduct, for example, this item of back pay. You must
deduct the item of deferred maintenance. You must deduct the item of
amortization of defence projects, and things of that sort. If you do that you
will find that the actual maintenance expenses in 1945 exceeded those of 1944,
and therefore it seems logical that the provision for deferred maintenance should
be less in 1945 than it was in 1944.

The Acting CHAIRMAN: Are you ready for page 16 now?

. Mr. JackmAN: Of course, I would expect that item .of back pay and some
of those other things you have mentioned to apply more or less equally through-
out all items, but take roadway maintenance. It is $8,705,847 in 1945 as against
$8,660,168 in 1944, not very much difference.

Mr. Coorer: No, but if you remember in the $8,660,168 you have a certain
amount of back time for 1943.

Mr. Jackman: I am assuming that, but T am also assuming the same condi-
tion of back time to apply to other items. Take the item of rails.

Mr. Cooper: There is no back time in rails. That is material. There is no
back time there. There is no back time in ties.

" Mr. Warron: That is the purchase of the rails, not any labour in laying
them.
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Mr. Jackman: All right. We went over page 14 before I had a chance to
ask all the questions that I wanted. Under the heading of capital stock of the
Canadian National Railways Securities Trust you have got capital gains there
of $19,000,000. How do they arrive? g

Mr. Cooper: Chiefly in respect of the repatriation of the British securities.
We bought them in at the market price which was lower than the par value.

Mr. Jackman: You had capital losses of $2,125,000 during the year, and
I see that has an asterisk. How does that arise? I see it is set out down
below that it is the loss on the abandonment of a line and the loss applicable
prior to 1940 on retirement of rolling stock equipment, $957,000. How much
more rolling stock might there be a loss on applicable to the period prior to
1940?

Mr. Cooper: Oh, a very considerable amount.

Mr. JackmAN: I wonder if you would explain to the committee just how
this item arises. It seems a little foreign to us.

Mr. Cooper: It all stems out of the war. Prior to the war, as you know,
we were on what we called the retirement accounting basis with respect to
rolling stock. As equipment was worn out in service or was destroyed it was
retired in the accounts. It was written out of the investment account and the
loss was charged to operating expenses.

Mr. Jackman: For that year?

Mr. Cooper: For that year. That was the basis on which we made our
accounting prior to 1940. When the war broke out it very soon became evident
that we would not be making the normal retirements of rolling stock. Every
unit of rolling stock that had any service in it would have to be kept going
and the retirements of rolling stock were going to be held down to an absolute
minimum. We then considered that if we continued our retirement accounting
policy that the charges to operating expenses for the retirement of rolling stock
would be sub-normal. Therefore we decided to move over to depreciation
accounting. :

Then we were confronted additionally by the fact that the use of rolling
stock under war conditions was going to be very steeply accelerated. We have
moved at least twice as much business in the war period as we did prior to the
war period. The use of equipment was therefore very much greater, and the
acceleration of obsolescence was increased. Therefore we decided that in addition
to the ordinary rates for depreciation we would make some additional charges
for depreciation, and in addition to the ordinary rates we charged into our
accounting additional amounts representing what we thought was the accelerated
depreciation which was taking place. Our charges for depreciation in the war
period increased up to a figure something like $19,000,000 or $20,000,000 a year.

Under those conditions where we were making very substantial charges to
expenses, building up a reserve in a very rapid way, and making almost no
retirements of equipment, we felt that we could take care of any retirements
which did take place through the depreciation reserve. Now we have come to
the end of the war. We have, as the report says, reconsidered our depreciation
- allowances. We have established a depreciation rate equal to that of the class
one roads of the United States, and we feel that the charge to the depreciation
reserve of retirement losses also should be reconsidered.

We commenced to set up in 1940 a reserve for depreciation which has
acerued since 1940. We did not set up and we have no reserve with respect to
the depreciation acerued prior to 1940. All equipment which we had in service
at that date had a certain amount of accrued depreciation attached to it. We
considered it would be incorrect to charge that prior accrued depreciation to a
reserve established to provide for depreciation which accrued subsequent to 1940,
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and under ordinary company accounting that prior depreciation would be charged
not to current operating expenses and not to depreciation reserve but to profit
and loss.

Mr. JackMmaN: Let me follow that carefully. You say under ordinary
company accounting you would not charge depreciation on the pre-1940 property
to operating account?

Mr. Coorer: No, otherwise you would have a double charge in your current
year’s accounts. Our depreciation charge in 1945 measures the true depreciation
which is chargeable to 1945 operations.

Mr. JackmAN: But at 1940 you had a lot of accrued depreciation, and you
have no place to write it off the accounts except to create a loss; is that it?

Mr. Coorer: Execept to charge it to surplus account or profit and loss account
or in our case to proprietor’s equity.

Mr. Jackman: To lessen the proprietor’s equity in addition to the deficit,
if there was a deficit. In that one year you wrote off $957,000; is that right?

Mr. Coorer: Yes.

Mr. Jackman: To that account?

Mr. Cooper: Yes.

Mr. Jackman: How much do you expect to have to write off in regard to all
the equipment which had depreciation on it prior to 1940 for which you have
no reserve?

~ Mr. Cooper: That is a difficult question to answer. When we have built up
this reserve to a level at which we feel it can absorb all retirement charges.

Mr. JackmaN: You mean the current depreciation reserve?

Mr. Cooper: Yes.

Take the American railways, they have been depreciating since back in 1907
and to-day they have a very substantial depreciation reserve, one which possibly
represents fifty per cent of the value of the equipment they have. Our
depreciation reserve in line with the value of the equipment is small, we have
only been on depreciation accounting the past five years. When we feel that
the depreciation reserve is sufficiently high to take care of our retirement problem,
we shall charge all equipment retirements against that account. When that will
occur, I do not know exactly. ' :

Mr. Jackman: But on the basis of the losses which you have had to face,
and which you will have to face over the coming years, would it not be an
approximate figure to take the-total value of rolling stock now? And, as you
say, the rule of thumb might be that fifty per cent would be depreciated—you
" mentioned that figure.

Mr. Coorer: No, I said that was in respect to the lines in the United States.

Mr. Jackmax: What I am suggesting is that if the equipment cost a hundred
dollars it would be half worn out—some of it entirely worn out and some of it
brand new—would that be a fair statement of the condition of the equipment in
relation to its cost? :

Mr. Cooper: No, I didn’t quite mean that. I meant that if you had been
on a depreciation basis long enough you might find that your reserve was equal
to about fifty per cent of the value of the equipment itself. But if, as in our
case, a considerable amount of equipment has been bought in recent years the
situation would be different. It would depend on the life of the equipment.

Mr. Jackmaxn: What I am endeavouring to arrive at is, how large would
losses amount to over the years before you have your present reserve built
up through yearly additions so you could get away from this type of accounting
and charge everything to depreciation reserve?

|
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Mr. Cooper: We have not made that computation.

Mr. JackmaN: Would that be fifty million or a hundred million dollars?

Mr. Coorer:- I would not like to guess. In this committee last year you
asked for a statement with respect to our depreciation accounting policy. We
gave it to you and it is in the minutes of this committee. On this very subject
we said that we intended to charge the loss prior to 1940 into the proprietors’
equity account.

Mr. Jackman: I am talking now about the extent to which it might go.
I have no means of guessing, and I think we should be informed as to whether
it might be fifty million or a hundred million, on all your equipment prior
to 1940.

Mr. Coorer: If you will be satigfied with a rough guess, T would put it at
$100,000,000.

Mr. Jackman: $100,000,000 of a loss?

Mr. Coorer: No, on the depreciation prior to 1940.

Mr. JackmaN: But you have no means of knowing when you might
transfer to the method of current depreciation, you would have to build up your
reserve to cover that?

Mr. Coorer: That is so. :

Mr. JackmAN: And that $100,000,000 more or less would be a direct charge
to proprietors’ equity account?

Mr. Coorer: That is so. I might mention too that the Canadian Pacific
having the same kind of a situation, dealt with it by taking a lump sum, if I
remember rightly it was $20,000,000 in 1943, which they charged to surplus
account and credited to depreciation reserve; and in addition to that they
took a figure, as I remember it in 1940, of something like $48,000,000 which
they charged to investment account and credited depreciation reserve; and in
that method they increased their depreciation reserve by between sixty and
seventy million dollars. We have not done anything of that sort.

Mr. JackMmAN: But they were justified in doing that. As I recall the
conversations a year ago in this committee, when they had a locomotive which
cost $25,000 and it was replaced by one which cost $100,000, the new locomotive
would stand in the books at $25,000, and $75,000 additional would be charged
to capital expense for the year.

Mr. Cooper: No, not at all.

Mr. JackMAN: And the purpose of this reserve was to cover these items,
when they had assets which had a limited value it would fall into this reserve
until they built up a depreciation account which could meet current demands.

Mr. Cooper: You are speaking of the justification of the method followed
by them?

Mr. JackMax: Do they do something that is not sound accounting?
Mr. Gison: They pay income tax on it.
Mr, Jackman: And that is sound accounting. Why should the C.N.R.

- ot do likewise, instead of allowing these deficite which are charged to operating

each year?

Mr. Cooper: I am afraid that is a question that I am not in a position-
to answer.

Mr. Jackman: After all, the C.P.R. accounts are audited by an equally
Teputable firm of auditors, and they all seem to pass muster. If you have the
Same conditions as they do, why could you not set up a reserve for depreciation
Similar to what they have? ’
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Mr. Coorer: Well, I am sure of one thing, Mr. Jackman; that if we had
come here with a charge to investment account of X dollars, and a credit to
depreciation reserve account of X dollars, we should have been very closely:
questioned about it.

Mr. JackmAN: I do not think the members of this committee are any more
careful of the accounts than are the shareholders of the C.P.R. with respect to
C.P.R. accounts. I have not seen anything raised on that item. However, the
answer to it is that we are going to be faced with a yearly deficit, a loss of
rolling stoek equipment, which may in the aggregate amount to $100,000,000.

Mr. Cooper: No, I do not say that, Mr. Chairman; I said, when our reserve
in our judgment is sufficient to absorb these proper charges we will discontinue
charging against our proprietors’ equity account.

Mr. Jackmax: You can only build up that depreciation reserve by over
depreciating currently and have it accumulate.

Mr. Cooper: I do not think that a charge of three and a thud per cent
for the reserve fund is disproportionate.

The Acting CuHAIRMAN: Gentlemen, this has been going on for half an
hour as an examination by one member of the committee. Do you not think
that the other members of the committee should have a chance to ask questions?

Mr. Murca: I am inclined to question whether there is any point in all
this discussion. I have been very silent, for me, for the last two or three days.
There is a point in connection with these things, and as the chairman has raised
it, I intend to speak to it. It is not very interesting to sit and listen to one man
discussing a subject hour after hour. When it touches on the auditing of the
accounts, I think it is important, but when it gets into the realm of crystal
gazing, as is being done now, I think it is an imposition on the members of the
committee. I wasn’t going to raise the point, but the chairman did. I look upen
this committee as a committee examining the accounts, as being here for the
purpose of asking questions and getting an explanation of the audit of the
accounts. I do not take that to mean that we are free to go through all the
~ramifications of railroading and auditing accounts of railroads all over the
country. I for one think it is being over-done.

Mr. Jackman: I disagree with that view, Mr. Chairman, I should like to
have my question answered. Mr. Cooper, I asked you a queﬂtlcm and you were
answering, very kindly. I wonder if you would let me have the rest of the
answer?

Mr. Cooper: I don’t think I remember it.

Mr. Jackman: You were giving an answer in considerable detail which I
was endeavouring to digest. .The question was in regard to what the amount
of the reserve would be. I suggested that eventually you would be faced with a
loss of $100,000,000 more or less on capital equipment and rolling stock equip-
ment in the service prior to 1940, and you said that would not be the case
because three and a third per cent rate of depreciation would build up a fund
sufficient to obviate taking an actual loss on those retirals and the retirements
could be made directly to the depreciation account; and I said eventually we
will have over $100,000,000 loss. You explained to me that we would not.
have given you back your answ er as far as you gave it to me when you were
interrupted by the chairman at one point. Perhaps you will finish.

Mr. Cooper: - If you will accept a suggestion, I would say that ten years”
from now our depreciation reserve should be sufficiently high to absorb those
items.

Mr. Jackman: In other words, now you are taking these losses and charglng
them directly to capitl ‘account, whereas in future you hope you will have built
up a reserve which will enable you to charge them directly to depreciation
account.

o
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Mr. Coorer: Yes, that is correct.

The Acting CHAIRMAN: Are you ready for page 16 now? The members
might ask questions on this page? Are there any questions to be answered about
it?

Mr. NicHoLsoN: What policy is followed in providing for injuries sus-
tained by persons in your employ, do you make compensation in different cases?

Mr. Coorer: Yes. The measure of compensation to employees injured
on duty would be covered by the Provineial Workmen’s Compensation Act.

Mr. NicuoLson: You have no separate fund of your own out of which you
take care of injuries to persons in your employ? Have you any special fund,
do you pay a certain percentage into that fund?

Mr. Coorer: We charge that directly to our expenses.

Mr. NicooLson: How about payments to the Provineial Workmen’s Com-
pensation fund in the various provinces. Do you make payments to those
funds?

Mr. Cooper: There are payments which are based on the payroll in the
case of some of the provinces, they assess us three per cent of our payroll.

Mr. Jackman: You have no alternative there.
Mr. Coorer: That payment will be charged to our operating expense.

Mr. Nicuorson: And if the employee loses an arm, let us say in Sas-
katchewan, the basis of compensation would be that fixed urider the Workmen’s
Compensation Act in Saskatchewan?

Mr. Coorer: Definitely.
The Acting CHAIRMAN: Any questions on page 16?

Mr. Moore: Just before you go on to that, Mr. Chairman, I have a
Question to ask in reference to the Hudson Bay railway. There are three
divisions on that road between The Pas and Churchill, two of them are
exceedingly long, and I understand there is only one train a week up to that
part of the country and that train does a lot of switching as well as ordinary
work at the different stops or stations along the line, with the result that it is
a particularly long day for the crew. I understand that the crews have asked
the railway company to consider placing automatic stokers on the engines used
on those lines. Could we have some information on that?

Mr. Warton: Nothing has reached me on that. Our ordinary practice in
regard to the application of automatic stokers on locomotives is, that the larger
1(}comotives are so equipped but not the smaller locomotives. If I remember
right, we are using, or will be using on the Hudson Bay Railway locomotives
of approximately 40,000 pounds tractive effort, and these ordinarily are not
€quipped with stokers. As to whether in the case of which you speak some

Special arrangement would be warranted there I could not say at the moment,

would have to look into it. It is true those subdivisions are long, and also
they. have very severe winter weather to contend with. It may be that some
Special arrangement should be made but I would want to look into it before

Saying definitely.

... Mr. Prcarp: There is one thing T would like to ask you about: do you
still have investments in Europe, do you still have buildings over there?

.. Mr. Vaveaan: We own our office in London, England, and we own the
bulldmg in Paris.

Mr. Prcarp: Were they damaged to any considerable extent during the war?

Mr. Vaveuax: Our building in London suffered to the extent that some

bombs dropped near it and broke the windows, otherwise the building was not
greatly affected.
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Mr. Picarp: I was wondering if you had any other assets in Europe besides
those two buildings.

Mr. VaveHAN: Those are the only two.

Mr. Picarp: Your other offices which you operated before the war were
in leased buildings?

Mr. VaucuAN: Yes, rented.

Mr. Nicuorson: There is one other item there to which I would like to
direct a question. I see under traffic, in connection with colonization, agriculture
and natural resources, you have an amount of $202,627. Do we have any
-corresponding item showing the revenue from operations of that kind?

Mr. VaveHAN: I do not think you will see any compensating item. We
have a substantial department engaged in immigration work and colonization
work, and in agricultural work of all kinds. They have offices in different parts
of the country. We have offices in London, England.  These people are engaged
generally in doing work which produces traffic for the railway.

Mr. NicaousoN: How about your lands department; how much land is
owned by the railway?

Mr. VavcuaN: Have you got a statement of land unsold? I do not
remember what it is; it would be a few hundred thousand acres; I do not
remember the figures. We have not got a great deal of land left.

Mr. NicuorsoN: Would there not be some item showing the revenue
produced by that land?

Mr. VaveHAN: It all comes into the general accounts. If it would be
of advantage to you we would be glad to give you a statement showing the
amount of land sold at the end of the year, the average price and the acreage.

Mr. Coorer: The income derived from land during 1945 was $498,000,

land sales have been very good and the collections under land contracts have
been good. '

Mr. VaveaAN: We will give you a statement to that effect.
Mr. Nicuorson: Thank you.

Mr. Picarp: What about the state of the Paris building during the war as
far as income was concerned?

Mr. VaucHAN: We were rather fortunate in that respect, Mr. Picard. You
know we have a French company and our man in charge there was a Swiss.

Mr. Prcarp: Is that company operating? It is not a wholly owned
subsidiary eompany of your company? :

Mr. VaucHAN: No. We have the hotel leased to the Hotel Seribe, When

the Germans moved in, I think they made Hotel Scribe the headquarters of
their Gestapo operations. Mr. Regamey was able to colleet rental from the
Germans during the war because he was a Swiss. In fact, he invested some
of the rentals derived from the Germans, and made some more money.

Mr. Prcarp: I know the man personally. He is a very good man. But, I
wondered if the Germans paid rental during their occupation?

Mr. Vaveuan: From 1940 to 1945 we collected 8,500,000 francs, the
equivalent to $80,058. :

Mr. Picarp: And you collected even from the Germans, while they
occupied it?

Mr. VaucHAN: Yes. ;
The Acring ('HAIRMAN: Are there any questions on page 17?
Mr. Murcu: Where is that guy now, we need him,
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Mr. Picarp: I don’t want to embarrass the officers of the Canadian National
Railway Company, but would it be in order for them to give us a list of their
officials together with their salaries? The other day I received a report from
General Motors in which they listed all their people.

- Mr. VauGHAN: They list their men over $100,000. We would be glad
to do that too.

Mr. Picarp: No, no, they have got men down as low as $15,000 or $20,000.
That report is sent to all shareholders regardless of the number of shares they
own in the company. I wonder if this company, since it is a company which is
owned and cperated by the Dominion of Canada and operated with Canadian
money could not supply such a list, I am sure that our officers are not paid
comparably to the officers of American companies, nevertheless I think it would
be interesting, although I do not want to embarrass you.

Mr. VaucHAN: It has never been done, Mr. Picard, and I do not think it
would be fair to our officers to do it.

Mr. Picarn: Why not? We know the salary of the Prime Minister and
£0 on?

Mr. VaveHAN: We would be ashamed to have our salaries published in
comparison to some of the officials of other railways.

Mr. Picarp: Well, then, what do you think about members of the cabinet
and judges of the High Court and so on, their salaries as compared to their
value and the indemnity that they get? .

Mr. VauvcHAN: Everybody is on the same basis then, and that is different.

Mr. Picarp: I think that is a measure that should be pursued a little
further. After all, this management is not that of a company of private shar-
holders; it is a company for the whole country generally, and I think the
country should know how much is paid to its own civil servants, although you
are not civil servants in the correct sense of the word; yet you are administering
public property. Just as we have a “blue book” published showing the salaries
paid to all officials of the Canadian government, we should have a similar “blue
book” with respect to the Canadian National Railways.

Hon. Mr. Cuevrier: In that connection, Mr. Picard, I think, as far as I
am concerned I would like to support what the president has said about that,
because I am informed by the officers of the Department of Transport that it
has not been the custom nor the practice to do so. Nevertheless, the committee

* has the power, if it wants, to obtain from the officers of the railway, the amount

of their salaries. But I do suggest, very respectfully, to this committee that
that would not be a good thing to do. One reason for my taking that stand is

_that it was suggested by the president that if the salaries were published, in

comparison to what the Canadian Pacific Railway officials get, perhaps the
list would not stand out very well.

Mr. Jackman: Unfair to labour?
Hon. Mr. Curvrier: Perhaps there is something in that remark; and for

that reason I suggest to the committee that the opinion of the president of the
Canadian National Railways be respected in that regard.

Mr. Hazen: Do you think that the salaries of these officials would not com-
pare favourably with those paid by the Canadian Pacific Railway?

Hon. Mr. Cuevrigr: I have the president’s statement for it, and I say
the same thing too.

_ Mr. Vavegaan: Execept in a few instances, the executive salaries are con-
Siderably higher than those paid to Canadian National officers, I think, at one

~time, the salaries of the civil servants were published in a “blue book” but I

do not think they are so published any more.
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Mr. MurcH: Oh yes, and their expenses.

Mr. Prcarp: I do not think we can treat the Canadian National as a
private company because its operations are financed by the government; so 1
think any official of the government, directly or indireetly, should have his
salary known. You say that such a list would not compare favourably but you
know, perfectly well, inside your company what each corresponding man in the
Canadian Pacific Railway Company gets. I do not think that it would be dis-
turbing to the publie.

Hon. Mr. CaevriER: It would make this difference, Mr. Picard—

Mr. VaugHAN: It would be very humiliating to Canadian National officers
to have their salaries published.

Hon. Mr. Crevrier: - Not only that, it would make this difference; and I
say this with/respect to your last statement that the Canadian National Rail-
ways might lose some of its best officers to other countries and to other railway
companies if their salaries were to be published.

Mr. Picarp: Because the public would know?

Hon. Mr. CrevriER: No, not necessarily that, but because other railway
companies would know. '

Mr. Picarp: Are you suggesting now that the Canadian Pacific Railway
does not know what Canadian National officers get?

Hon. Mr. CuevriER: I do not see how they would.

Mr. Picarp: I think my request is a fair one. The same thing applies to
civil servants and to any other public body. I do not see any objection to it
at all.

Hon. Mr. Cuevrier: But it has never been the practice of the committee
to do so.
Mr. Prcarp: There are many things which have never been our practice
before. :

Hon. Mr: Crevrier: On the other hand I think the committee has the power
to insist; but I ask the committee not to insist.

* Mr. JackmaN: While no one likes to hold a person’s own business more
inviolate than I do, myself, yet I think we are coming to a day, particularly
when public owned corporations and corporations in which there are public
shareholders will publish these matters on the ground of public interest or on
the ground of a shareholder’s interest. We find that to be the case in the United
States now. There they have to indicate what the salaries of their senior
executives are. I do not think any real harm would come about from the publica-
tion of the salaries paid by private companies. They publish the aggregate
of their executives’ salaries and their lawyers’ fees.

This is not a company taxable under the Income Tax Act and it does not
have to do so; so, while I would not press the point at the present time I do
feel that institutions such as the Bank of Canada and perhaps the Canadian
National Railways—and if we revise the Companies Aet I think we should make
the same terms applicable to the Canadian Pacific and perhaps to all private
companies. I do not think there is as much objection as some of us have felt
in the past, with respect to the publication of salaries. I think it is pretty well
known what salary the president of the Canadian National Railways gets. In
fact, I can make a fair atab at it myself.

‘As to the point of taking men away from the system, I think it is only fair
to an officer of the system that he be given a chance to improve his position at
the hands of a competitor, if he chooses to go. I think it would be detrimental

w
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to the best interests of our people if executive salaries should not be given out.
A man may be doing a bigger business and rendering more service to the people
thereby. I think times are changing and these things should not be kept from
the public. I think the interests of the public and of the shareholders in private
companies is overshadowing gradually the personal interest concerning non-
disclosure of salaries.

In the United States we now have publication of those salaries. It is merely
a question of educating the people to the fact that such salaries exist and are
paid because of merit and because the law of supply and demand warrants
the payment of such salaries.

Mr. VavegaAN: But it would be embarrassing in many ways. It would
be embarrassing to our other officers in the company. Our officers do not know
what other officers get, except those men who handle the payrolls. We would
have all kinds of complaints. For example, a man getting $5,000 would say:
here is another man getting $10,000 and he is no better than I am.

Mr. JackmaN: But there may be unsound reasons for the other man
getting $10,000?

Mr. VaveHAN: That is a matter for the management to decide.

Mr. MurcH: The capacity to evaluate the wages of management does not
exist in the average shareholder, either the shareholder of a public corporation
or of a private corporation. In general I would be opposed to the suggestion
of changing the Companies Act as you suggest, to disclose these things with
‘respect to private companies. I would hesitate to urge that it be done in this
company; although I do agree, that the temper of mankind being what it is,
that is probably what will eventually take place, and there will be a demand
for it. But I see no reason, certainly not at the moment.

Mr. Prcarp: But it exists in the States.

Mr. GiBsoN: Yes, the income tax authorities publish that information in
the States. I feel now, since the subject has been raised, that the public will
wonder why the salaries are not available to them.

Mr. VaveaAN: Unfortunately the worth of a good many men is judged
by their salaries. It is very unfortunate. Some of our men are worth twice
as much as they are getting. Many of them have been offered positions at
salaries twice as much as they are getting; but a good many of us have stayed
with the Canadian National just because we have a desire to see this thing
thrgugh and to serve the country. Speaking for myself, I have been offered
Positions at 100 per cent more salary than I am getting.

Mr. Jackman: And if you had accepted them, Mr. Vaughan, the public
of Canada would have suffered.

Mr. VaveaaN: Thank you for your comments.

A thTh‘?e Acting CHAIRMAN: Have you finished your discussion with respect
0 Tthis?

Mr. Jackman: If that is the case I think it is high time that the Canadian
People knew just the extent of the service rendered by some of these officials
and the sacrifice they make as compared to officials of American lines. I do not
See how it would hurt, Mr. Vaughan; but I won’t press the point at the present
time. T do think that we are going to come to it and I should like to see
US come to it willingly, on the part of all concerned.

The Acting Cuamman: Will you please ‘turn to the next page, page 18?

I?Ver to page 20. Are there any questions to be asked about page 20? Then
age 21,
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PROPERTY INVESTMENT ACCOUNT
Expenditures Year 1945

Roan:
New Lines Construeted. ................ TP T PIRINLE. he $ 1,318,151 84
Rails and FasleninPa. o . i tasn- v dbee s o nahed we et 526,122 52
Tie Plates and Rail Anchors. ... .. ccvcsacnecannine.s 776,040 95
R, S L R PR B ST A 361,225 60 ‘
Large Freight Terminall. ... .ot iivees coniosonsanss 366,115 30 -
Yard Tracke and Bidings. ... .. G ootV aidliiias el 509,804 95
3L ik g Y S e S Sl AP e ARG 561,053 92
Bridges, Trestles and Culverts..........c.ccooiienenn.s 446,158 71 - ;
Stations and Station Facilities. ........cco.uuuunennen. 420,190 37
Shops, Enginehouses and Machinery........cocoeeunenn 396,880 94
N RO BUDDIIOR, . il v el S e ATeTs s aiea B 45,123 51
e BIAtIONE i Nl L Gl e S e e At # ke o Sckds e 4.4 97,188 47
Sigpaleand Totericekery, o T AL I NG a i I 42,416 70
Félegraphs—RaiWAY L. L S ats v s vy cands el va fnbons 62,265 19
Telegraphs—Commiereial. L.. vy . v veoiiesaiiioesonsnos 272,834 67
Assessments for Public Improvements. ................ 37,185 56
U B W e o Tl Bl S Y B s T N B R e e L 496,513 82
General, ineluding Additions and Betterments.......... 335,022 09
_ $ 5,345,136 87
EQUIPMENT: ’
Equipment Purchased or Built...................o. ... $ 10,809,111 90
Bquipment Retirements. .o . i o viovbrensisnosos sims 1,321,293 90 .
(General Betterments to Equipment................. ... 255,147 85
Eotpnent. Conversiong. -5 i [0 Na | Woebins date s s din sk 253,289 05
Express and Miscellaneous Equipment................. 74,484 80
_—_ 9.564.161 60
BOTRES, . 28 iz w3 bl a ARG R A D RPN e (STl DL 12,009 69
SEPARATELY OPERATED PROPERTIES. ..t vvvvnvivunrnannnsatnns 2,212,103 60
NET ADDITIONS AND BETTERMENTS DURING 1945..... $ 12,709,204 56
Ledger Balance 1st January, 1945................. $2,027,054,482 00
Net Additions and Betterments during the year...... =y $ 12,709,204 56
Abandonment of 27-62 miles of St. Lin Subdivision......... 1,167,121 47
Loss (applicable to period prior to 1940) on retirement of
rolling stock equipment............ AR Al MRk e o 957,967 06
—— 10,584,116 03

e A

Ledger Balance at 31st December, 1945.......cccccviiiinnnrannnnns $2,037,638,598 03




FUNDED DEBT—PRINCIPAL AND INTEREST

Issuing Date Date Principal Interest
NAME OF SECURITY Company of of Outstanding Acerued
Issue Maturity at Dec. 31, 1945 1945
GUARANTEED BY DoMINION oF CANADA:
5% - Perpstunl  DehsatimeBtonl s coi . T s A B T e vk ey GT:R. 1875 to 1883 | Perpetual $ 1,480,965 59 | 8 75,024 41
5% <N Perp: DobirStoak and BondS. . o sule st ity s vvre e s s 08 GER: 1858 to 1876 | Perpetual 864,855 33 43,063 92
4% 1Perpefual' Debartire BUaalc. . ;. wi s L S i Vi r s ek v e G TR 1883 to 1918 | Perpetual 6,036,822 60 251,008 24
49, Nor. Rly. Perpetual Debtr. Stock G.T.R. July 31, 1884 | Perpetual 27,457 73 1,098 31
L R T BT YT U ST i PR D SRS e Sl i PR e ol OO G.T.B. July 1, 1905 | Jan. 1, 1962 26,465,130 00 793,953 90
R s i o S RSy T L o SN et s B et G. July 1, 1914 | Jan. 1, 1962 7,999,074 00 319,962 96
3% - 1st. Mortgage Debenture Stock.. ... ... i il il i i July 29, 1903 | July 10, 1953 1,162,768 33 34,321 46
34% 1st. Mortgage Debenture Stock..........co.iiomiiiiitiiiiiiinininns Mar. 1910 | July 20, 1958 5,638,941 49 197,420 88
634%, Sinking Fund Debenture Bonds.:............cocoiiiiiiiiiiniinin.. July 1, 1921 | July 1, 1946 23,752,000 00 1,543,845 00
4% lst: Mortgage Debenture Stock. . ... ... il ioliacvisbicid iy Mar. 22, 1911 | May 4, 1960 551,505 27 19,302 68
3 ‘73 1st. Mortage DebentliiraBtookiis: .. .. o, iioth cny o hivan e s vsn et Dec. 8, 1911 | May 19, 1961 3,620,293 87 126,163 77
8% 80 X ear CriaranteattBONEl S o i e i b s e e e Feb. 1, 1924 | Feb. 1, 1954 50,000,000 00 2,500, 00
4. % 30 Year Guaranteed Gold Bonds.......c. .o vie il eiiniiiiinei e July 1, 1927 | July 1, 1957 64, 136,000 00 2,886,120 00
5% 40 Year Guaranteed Gold Bonds..............ooouiiiiiiriineainn.. Oct. 1, 1929 | Oct. 1, 1969 57,728,500 00 2,886,425 00
5 40 Year. Guaranteed - Gold Bonds... . . o - oiaih vnies v it n'e o Feb. 1, 1930 [ Feb, 1, 1970 17,338,000 00 866,900 00
43926 Yenr Guaranteed Gold Bonds. /. ... ..o iim e i i e June 15, 1930 | June 15, 1955 48,496, 000 00 2,303,560 00
419% 25 Year Guaranteed Gold Bonds.. Feb. 1, 1931 | Feb. 1, 1956 67,386,000 00 3,031,560 00
419% 20 Year Guaranteed Gold Bonds. ... e oo Sept. 1, 1931 | Sept. 1, 1951 48,022,000 00 2,160,990 00
87 1o Xent Glaranteet BoBEB. 1ihar & o b ok alits s s VU o s atosisie 4. ried Feb. 15, 1936 | Feb. 15, 1953 25,000,000 00 750,000 00
379 18 Yehar Guarantotd BoptE. /. 5. .3 0 i av i dantlrs Sus e Bo | niids Feb. 1, 1937 | Feb., 1, 1952 20, 000,000 00 600, 000 00
2}% T ST TN 1 T | e A e N | S 0 U S U S Jan. 15, 1939 | Jan. 15, 1946 15,000,000 00 337,500 00
392X oar Cunrantoetd BONAE: - /130, & L3l S b o 80 o Nide v b o e Sty Jan. 15, 1939 | Jan. 15, 1959 35,000,000 00 1,050,000 00
iFoinl-Isues Clunrantesd by Domihion-of Canadae: . (oo b ia i i b 0Tl aniig vt s ot oot ban s oariiie | §85s srs o uibs i oy $525, 688,314 21 $22,778,310 53
GUARANTEED BY PrROVINCE OF NEW BRUNSWICK:
4% st Mortgage Bebenture Stook. . cuii i cowidi s sisbies Saie i s sas St. J. & O. May 14, 1912 | June 1, 1962 | $ 622,657 40 $ 24,906 29
GUARANTEED BY PROVINCE OF BRrmisH COLUMBIA!
49, 1st. Mortgage Debenture Stock Nov. 16, 1911 | Apr. 2, 1950 806,328 81 31,958 37
44% Termanal Debanture BEOBIE: . 5. . . . Uit ¢ bt s n s ol i vn s g6 1913 and 1914 | Apr. 2, 1950 1,157,945 46 52,138 73
.
Total Issues Guaranteed by Provincial Gov.ernments ............................................................. $ 2,586,931 67 | $ 109,003 39

ONIddIHS ANV SAVMTIVY
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FUNDED DEBT—PRINCIPAL AND INTEREST

Issuing Date Date Principal Interest
NAME OF SECURITY Company * of of OQutstanding Accrued
Issue Maturity at Dec. 31, 1945 1945
EquipmeNT TRuUsT ISSUES: i

23% Series ‘:0" ......................................................... Can. Nat. Aug. 1, 1937 | Ser. 1, 8, '47| § 2,860,000 00 | § 92,354 17

S T e T R £ e B e S e s Can. Nat. Sept. 15, 1938 | Ser. 15, 9, '53 4,100,000 00 122,489 58

2}% Serges e T 2 T i T RN R ot et i gt L b T T Can. Nat. July 1, 1939 | Ser. 1, 7, 40 2,600, 000 00 73,125 00

24% Senes“G.T.W.".....‘..A..........’.........‘.....A....,..: ........ G.T.W. June 1, 1941 | Ser. 1, 6, '51 3,127,000 00 87,675 00
AN T R T T R S e e M DR S L A L A R 8 e O e v s 08 $ 12,687,000 00 | $ 375,643 75 _%
Z
OrHER IssuEs: S
4% Canada Atlantic Ist. Mtge. Bonds TR 5 Jan. 1, 1955 9,950, 364 00 397,743 41 N
T R P e RS Dl S N * . Sou. s Sept. 1, 1956 150,000 00 6,000 00 &
4% 2nd. Mtge. Bonds, Prairie ““A’’. .. P Apr. 1, 1955 3,575,016 00 143,000 64 o
4 2nd. Mtge. Bonds, Mountain “B” Apr. 1, 1956 3,146, 364 00 124,807 96 Q
49 1st. Mtge. Bonds, ‘‘Lake Superior’. . P 1l 2 Apr. 1, 1955 2,152,494 00 86,099 76 =
4 Perpetual Cons. Debenture Stock................0....cieiiiiiiiinnn. Jan. ) ¢ Perpetual 4,065,433 26 160, 678 15 [
4‘7? Perpetual Cons. Debenture Stock. . .N.O. Perpetual 890,877 40 35,703 45 s
4% - Parpetual, Cons: BDebenture Btogle. i v o iiadah v s s i s .N.Q. 4 Perpetual 465, 545 33 18,641 28 =3
4% 1st. Mtge. Perp. Debenture Stock ¥ i8e. ). Perpetual 314,299 07 12,571 96 ez |
479 T G TR T R T T T S S IR R e 2D W i July 1, 1950 6,527, 336 00 261,237 86 &
4% 1st. Mortgage Series ‘“A” Bonds.............c..oovesenioisiieans T.W. : Jan. 1, 1980 400, 000 00 18,000 00 =

405 18t Mortoape CIold Bontds., o5 b il o e s et it ok s iy T ad 5 L. k Qect. 1, 1950 200, 000 00 8,000 00

5% Indebtedness o Provinea of NuB. i i iisian i viive s io s beaisns 3 S . Various 380,022 60 24,192 97

Eagvadton Bacnribian mabiratan J 008 i L e i LA e (SRR i el R S R A TR T - 1,462,149 45

Rt A b OB T Ral, ¢ il R G L L L RSt b e ) el L A e P R e R $ 32,217,751 66 | $ 2,758,826 89

Total Debt held by Publie (including therein $5,745,864.12 par value held in Special Funds and Accounts) as per Balance Sheet.. .| $ 573,179,997 54 | 8 26,021,784 56

These obligations are stated in Canadian currency, Sterling and United States currencies being converted at the par of exchange. R4
This schedule dolels not linclude securities in the Railway treasury or those held by The Canadian National Railways Securities Trust, or by the Dominion Govern-
ment as collateral.
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Mr. Hazex: I see an item: new lines constructed. How many miles of

new lines were constructed?

Hon. Mr. Cueveier: Did we build any new lines during the war?

Mr. Warton: 14 miles and a fraction.
Mr. Murcr: The Montreal Terminal.

Mr. NicHoLSON: Are any new lines being congidered?
Mr. VaveHAN: We have nothing under construction at the present time.
We have quite a few demands for branch lines, but no action has been taken

on them as yet. :
The Acting CuHalRMAN: Page 22? Page 23.
Hon. Mr. Caevrier: Pages 24 and 25?

DOMINION OF CANADA-—-LOANS
Principal

outstanding
at Dec. 31, 1945
Loans for repatriation of UXK. securities........ $391,179.395 36
L e b e A CmIDIION s < e e o s R 195,264,135 50
S A% onew - rolling soek it B e 73.851,082 26

P T oworking eapiIthl L. vlaeiih sk e s > 13,906,999 71

Interest Average

accrued Interest
1945 rate
$13.684,939 40 3-50%
4,075917 81 *2-479%

2,058,755 90 2-95%
486,744 98 3-50%

$67§-,20 1,612 83

$20,306.358 18 3-14%

* Includes premium on U.S. funds.

INVESTMENTS IN AFFILIATED COMPANIES

Total
Company Par Value
Outstanding
STocks: :
The Belt Railway Company of Chicago........ $ 3,120.000 00 § .
Canadian . Government Merchant Marine,
£ iy R A T T PSR TSI A S U (e 800 0D
Central Vermont Transportation Company-. ... 200,000 00

Chicago & Western Indiana Railroad Company 5,000,000 00
The Detroit & Toledo Shore Line Railway

CYOIPART S it S g v ok B it St i 3,000,000 00
Qetroit. Terminal Railroad Company.......... 2,000,000 00
Northern Alberta Railways Company......... 625.000 00

(representing amount paid up, i.e. 10%)
The Ontario Car Ferry Company (Limited) ... 500,000 00
The Public Markets, Limited. ...........¢.... 1,150,000 00
ailway Express Agency, Incorporated - (no
DAY fealue) G vt ed g BE R g SE e 1,000 shares
The Toronto Terminals Railway Company. .... 500.000 00
The Toledo Terminal Railroad Company. ... .. 4,000,000 00
Trans-Canada Adr T LHIeRs Lol bR - e S S 4,600,000 00
') (representing amount paid up, i.e. 92%) 3.
Vancouver Hotel Company Limited........... “150,000 00
Boxnps:

N(igr:c)hem Alberta Railways Co. Ist Mortgage

TR O et 44 LR G S R T B
The Toronto Terminals Railway Co. 1st Mort-
B -Bande . v b s Railis s s s o TR gk 25,810,000 00

Abvances:

Chicago & Western Indiana Railroad Company.................

The Railroad Credit Corporation. ..........coieeevinsruniennns

ailway Express Agency, Incorporated...........c.coiiiauniinns
ﬁotel C%mpa,ny Tamnbed s cl R a iy e s A e

Vancouver

641434}

Owned by Cax
Par Value
240,000 00

800 00
50,000 00
1,000,000 09

1,500,600 00
1,000,000 00
312,500 00

250,000 09
575,000 00

"~ 6 shares
250,000 00
387,200 00

4,600,000 00

75,000 00

.. $31,530,000 00 $15.765,000 00

12,905,000 00

............

1. Nat. System
Book Value
$ 240,000 00
800 00
20,000 00
+ 1,060,000 00
1.500,000 00
1,000,000 00
312.500 00

179.007 53
575,000 00
600 00
250,000 00
387,200 00
4,600,000 00
75.000 00

" $10,140,107 53

$15,765,000 00
12,905.000 00
$28,670,000 00
$ 2,320,770 09
53,516 83
145465 22
12,284 01

$ 2,532,036 15
$41,342,143 68
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MAJOR CONTINGENT LIABILITIES

TrANS-CANADA AIR LiNes: ;

At 31st December, 1945, Canadian National Railway Company had subscribed for $5,000,000 :
of the Capital Stock of the Air Lines on which total call has been $4,600,000.

NORTHERN ALBERTA RAILWAYS COMPANY:

At 31st December, 1945, Canadian National Railway Company had subseribed for $3,125,000
of the Capital Stock of the Railways Company on which total call has been $312,500.
THE DetroiT & Torepo SHoRE LINE Rarnroap CoMPANY: .

Assumed by Grand Trunk Western Railroad Company as joint and S(‘\'r.'!;d] guarantor by
indorsement of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds
due 1953.

THE ToLEpo TERMINAL RAILROAD COMPANY:
Assumed by Grand Trunk Western Railread Company in respect of $5,800.000 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 per cent. A
CH1cAGO & WESTERN INDIANA RAILROAD COMPANY: |

Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental lease o
dated 1st July, 1902, between Grand Trunk Western Railway Company and four other i

proprietary companies. Obligation is for repayment of principal of bonds at their maturity,
and of interest as it falls due by way of annual rentals. The Grand Trunk Western's obligation
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds
issued _for its *“exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds
due 1952 and the amounts outstanding at 31st December, 1945, are:— 14
T T Tt el e Vo % RSN S IR 1o MRS SRR ol o $39,973,019 29
Tapued Top < eXCIUBIVe  PLOPOITY . . 4 iv s o visie o boas b sbies S 252,535 36
Assumed by Grand Trunk Western Railroad Company pursuabt to joint supplemental lease
dated 1st March. 1936, between Grand Trunk Western Railroad Company and other proprietary
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bends at
maturity and interest as it falls due. The Grand Trunk Western’s proportion is cue-fifth in
the absence of default of any of four other tenant companies. The bonds are First and
Refunding Mortgage 4] 9% Series “D” Sinking Fund Bonds due 1962 and the amount outstanding
.at 31st December, 1945, is $17,971,000.

‘C.N.R. PENSION PLAN: |
. Reserves have been set up against contracts in force under the 1935 centractual plan, but not 1
-against pensions conditionally aceruing under that plan or prior non-contractual plans.

A o

TR,

The Actineg CHAIRMAN: Page 24 and page 25; has any person any questions |
to ask? Companies comprising the Canadian National Railways System? :
Mr. Picarp: Yesterday I was not quite sure whether I got the information E
correct about the July 1946, 64 per cent sinking fund bonds, maturing on July 1, i
1946. Are they to be redeemed? i
Mr. Coorer: They will be redeemed. '
Mr. Prcarp: Is the financing done? y
Mr. Cooper: Not yet. ; |
Mr. Picarp: Have you any idea on what basis it will be? 64 per cent? P
Mr. Coorer: We expect to finance that at 2 per cent.
Mr. Picarp: That is quite a large amount.
Mr. CooprEr: Yes; it would, however, save over $1,000,000 per annum. o
Mr. Picarp: Would that be a public issue or government financed?

Mr. VauvgHAN: That would be borrowing from the government. i
Mr. Prcarp: It would be borrowing from the government to replace them.
Mr. NicuoLson: What happened to those 24, 7-year guaranteed bonds? 1
Mr. Coorrr: We borrowed $15,000,000 from the government at 2§ per cent.
Mr. Picarp: Did you say yesterday that you did not consider it good 4
policy to go to the public for that?

Mr. Coorer: No, sir, we indicated that the railway would probably go into |

the market in the near future. ' k
Mr. VavcuaN: Those have been definitely arranged for, Mr. Picard. |
The Acting CHAIRMAN: Pages 24 and 25. .
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Mr. EmMersoN: Mr. Chairman, unfortunately on account of the flag
committee I was unable to be here earlier in the afternoon. There were one
or two questions that I wanted to ask. They are on page 16 and it would seem
as though we have gone by operating expenses. I wonder if I might be permitted
now or later on to ask those questions.

The Acring CHamRMAN: May we complete this before you ask those
questions? Pages 24 and 25. Is there anything on page 27?

Mr. Jackman: Did you rule that he could ask them?

The Actine CHAIRMAN: Yes, afterwards.

Hon. Mr. CrevriER: The chairman suggested that we get through with thes«e
pages and then perhaps Mr. Emmerson could ask his questions afterwards.

The Acrine CHAIRMAN: Page 27.

5 COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM

CaprraL Stocks OwWNED BY DoMINION oF CANADA
Company
Number

1 . Ganadian-National Railway Company '« 04 vt iy iotiaie s o Feivs s con $ 18,000,000 00
2 The Canadian National Railways Securities Trust.........c.ocoven.n. 381,711,556 78

: $399,711,556 78

CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC
Owned by Capital Stock Owned by

Name of Issuing Company Company Issued Publie
Number
3 Atlantic and St. Lawrence Railroad Company ... 1 $ 6,302,340 00 $ 119.440 00
4 The Bay of Quinte Railway Company ........... 24 § 1,395,000 CO
5 The Bessemer and Barry’s Bay Railway Company 24 125,000 00
6 *Brooksay Realty COMDANY ot st »m il rhtumig 30 2,000 00
7 *Canada Atlantic Transit Company ...:cu.eesioon 1 219,000 00
8 *(Canada Atlantic Transit Company of U.S........ 38 250,000 00
9 The Canadian Express Company, ......... o e 1 1.768.800 00
10 Canadian National Electric Railways . S g 1.750,000 00,
11 Canadian National Express Company ........... 25 1.000.000 00
12 Canadian National Land Settlement Association.. 1 ¥ L
13 *Canadian National Railways (France)-francs
30,000, 0000 WOV i susd s SRR S S R | 1.893,573 92
14 *Canadian National Realties, Limited ........... 24 40,000 00
15 Canadian National Rolling Stock Limited....... 1 50.000 00
16 *Canadian National Steamship Company, Limited 46 15,000 00
17 Canadian National Telegraph Company ......... 24 500,000 00
18 *(Canadian National Transportation, Limited ..... 1 500 00
19 The Canadian Northern Alberta Railway Company 24 3,000,000 00
20 Canadian Northern Manitoba Railway Company. 24 250.000 00
21  The Canadian Northern Ontario Railway Company 24 10,000.000 00
22  Canadian Northern Pacific Railway Company ... 24 25,000.000 00
23  The Canadian Northern Quebec Railway Company 24 9.550.000 00 3.849,200 00
24  The Canadian Northern Railway Company ...... 1 18.000,000 00
25 The Canadian Northern Railway Express Com-
DANY, it ad soat S o T R e W e 24 1,000.000 00
26  Canadian Northern Steamships, Limited 24 2,000,000 00
27  Canadian Northern System Terminals (Limited). 24 2,000.000 00
., 28  (anadian Northery Westérn Railway Company .. 24 2,000.000 00
R B S T YN DT e S SR H N T 1 100 00
30 *The Centmont Corporation .............c....... 32 176.400 00
3l  The Central Ontario Railway ............c.c... 24 3.331.000 00
32 ' Central Vermont Railway, ITne. ..cueiiioninan. 1 10,000,000 00
38 Central Vermont Terminal, Inc. ................ 32 5.000 00
34 *(lentral Vermont Transit Corpdration .......... 30 5000 00
35 *Central Vermont Warehouse, Inc. .............. 30 5,000 00
36 The Champlam and St. Lawrence Railroad Com- ¥
...................................... 1 50,000 00
37 *Consohdated Liand ‘CORPOTation .. s« ou os iaotins 49 64,000 00
38  Continental Realty & Holding Comipany ... s 14 90.000 00
39 *The Dalhousie Navigation Company, Limited . 24 50,000 00

40 Duluth Ramv Lake & Winnipeg Railway Com-
..................................... 42 2.000,000 00
41 Dulubh Wmmpep: and Pacific Railroad Company 42 100.000 00
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CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Cone. \
Owned by Capital Steck Owned by
Name of Issuing Company Company Issued Public -
; Number
42  Duluth, Winnipeg and Pacific Railway Company.. 24 3,100,000 00
43 *CGrand Trunk-Milwaukee Car Ferry Company..... 49 200,000 00
44  The Grand Trunk Pacific Branch Lines Company. .46 200,000 00
45 *The Grand Trunk Pacific Development Company, :
BRI LA b5 okt £ Al e LS00 o s A a3 &7 ialth Bk 46 3,000,000 00 .
46 The Grand Trunk Pacific Railway Company ..... 1 24,940,200 00 ‘
47 The Grand Trunk Pacific Saskatchewan Railway 3 5
ERRDANTY 2 5L L e A S R e s e 46 20,000 00 ¢
48 *QGrand Trunk Pacific Terminal Elevator Company, : ‘
(7 F0re - 0t b SR U - F R M e S R L 46 501,000 00

[Grand Trunk Western Railroad Company (Com-

49 S50 R A e e b RN M SN B e R R e 1 20,000,000 00 ‘
Grand Trunk Western Railway Company (Pre- 2
rred) - o B e A R LW - 25,000,000 00 ;
50 The Great North Western Telegraph Company of £
Canada (Including $331.500.00 held in escrow) 17 373,625 00 6,925 00 o
51 The Halifax and South Western Railway Company 24 1,000,000 00 b
525 *Industrial Land ComDaily @ s e aton aelsisit e i s e 49 1,000 00 A
53  International Bridge Company ................. 1 1,500,000 00 X
54 The James Bay and Eastern Railway Company.. 24 125,000 00
55 The Lake Superior Terminals Company Limited.. 24 500.000 00 .
56 The Maganetawan River Railway Company ..... 1 30,000 00 :
57 Manitoba Northern Railway Company .......... T 500,000 00 i
58 The Marmora Railway and Mining Company .... 24 128.600 00 )
59 The Minnesota and Maniteba Railread Company. 24 400,000 00 g
60 The Minnesota and Ontario Bridge Company ... 24 100,000 00 E
61 Montreal and Province Line Railway Company.. 30 1,000,000 00 s
62 *Montreal and Southern Counties Railway Company 1 500,000 00 165.600 00 :
63 The Montreal and Vermont Junction Railway f
371513907045 g e SO L A P e S S R el B 32 197.300 00 p
64 *Montreal Fruit & Produce Terminal Company, 4
LIBT3, Ll S A R e e s M ler, B Ay T 1 500 00 )
65 *The Montreal Stock Yards Company ............ 1 350.000 00 .
66 *The Montreal Warehousing Company .......... y 1 236.000 00 12.240 00 ¢
87 Mount Royal Tunnel and Terminal Company, Ltd. 24 5,000,000 00 s
68 Muskegon Railway and Navigation Company .... 49 161.293 00 1
69 *National Terminals of Canada, Limited ......... 1 2,500 00 a
70  National Transcontinental Railway Branch Lines -
v QDAY s e R e T A 1 500 00 i
71 *The Niagara, St. Catharines and Toronto Railway
D IR D AR Y T B Je el o e o B o iy i 24 925.000 00
72 *The Niagara, St. Catharines and Toronto Naviga- .
tion Company: (Limited), % .o Tn o5 s da i oo 71 100.000 00 0
73 *The Oshawa Railway Company ................. 1 40,000 00 i
74 The Ottawa Terminals Railway Company ....... 1 250,000 00 .
75 The Pembroke Southern Railway Company ...... 1 107,800 00
;? *%;imaz Rbupert,dLIimli\teds e SR G vy 1 10,000 00
e Quebec and Lake St. John Railway Company 24 4,508,300 00 489,160
78 The Qu,?pd(]{e’s%ongglalge(?nd Saskatchewan Rail- e
road an teamboa (0103557 g Y PSS S 24 01,
79 *Rail & River Coal Company p .................. 1 2.300,888 88
80  St. Boniface Western Land Company ........... 24 250.000 00
81 The St. Charles and Huron River Railway Co.... 24 1,000 00
89 | 8§t -Cldir Tunnel ComDanY. v s s ik s s Tec s 1 700.000 00
83 *The Thousand Islands Railway Company ....... 1 60,000 00
84 {Trans-Canada Air Lines .................. 1 4,600,000 00
85 The United States and Canada Rail Road Co..... 1 219.400 00 : 475 00
86  Vermont and Province Line Railroad Company.. 1 200,000 00
87 The Winnipeg Land Company Limited .......... 2 100,000 00

$207,327,731 92§ 4,643,040 00,

*The Income Accounts of Companies im,licated (*) are included in the System Income

Account as “Separately Operated Properties.” >
1Treated as an Affiliated Company.
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RAILWAY EQUIPMENT

Additions Retirements Conversions

December During During  During Year December
31, 1944 Year - Year Added Retired 31,1945
LocoMoTIVES:
Paqsengex——l’l eu,ht ) 1,999 fe Al 24 ¥ oyl 1,975
Switching, . G T R 525 s 2 B o 523
| 1V T IR R e e 24 Sk bR I %, s 24
Ol Bleabric, foi s i asin 45 37 e % 37
Wbl s N e 2,685 S Es: 26 ¥ i 2.559
FrergaT EQUIPMENT:
BOX CRrEey ol e Lot ik 69,166 2,144 303 13 119 70,901
HIRECRIE. 3 s s va 5415 31 R 11 5373
Btogk Cari:s & rv'eid ot v, 3,054 16 i 1 3,037
Con] Olarais: 7o onios A e it 4 53 5 ok 15,661
TanleOans: 1055 e TRl 147 e & ot i 5 142 |
Refrigerator Cars. ... ..... 3.212 146 4] e 112 3.205
Ddboese Care. . 1, Jhi cov s 1,670 s 22 g e 1,648
Other Cars in Freight ;
T o L TR et I e R 10 S RS 5 e 10
. bi 252 ) e SR O e A ke 08,388 2,290 466 13 248 99,977
¥
iy v PissenceEr EQUIPMENT:
0 Cdach’ Cars. ./ ot MLt - 1,202 3 3 1,196
Combination (,ars R ot 272 A 2 e 59 270
PRinY Cars. |, o' il oie 96 3 e 96
Colonist 0ars. . .o icsssevans 190 b% o 190
Parlonr Cazas’, o, o olass 47 S b 47
BRECVOATS. .15 0% 5 it walk S 28 x e 28
Sleeping Carsy .. ol.iae 302 4 3 302
Tourist Cars. . : 46 b Bl W S 46
Baggage and Express Care 1,051 i 10 1 B 1,042
Postal Cars. . . . .. o 49 -~ ts 49
Bt Cang. B e 43 s 2. 3 =3 b5 40
Other Cars in Passenger
g D LSRR SRR R 67 % e A 65
Fotals A S Ak i 3.393 il 20 1 3 3.371
_;. Work EqurpMENT:
Business Cars. . 61 IS 1 23 <3 60
Other Cars in W01k Service 7.353 32 . 238 244 7 7,384
dotall s oo e 7414 32 239 244  § 7.444
 Froaning Equmeament:
ANEHeRrien = &0 i e 9 1 8
Ly e e R P T Ty 5 vibhe 5
10 R PR SIS, e TR ST R g 4 4
S SR ERR R e 3 3

Mr. Nicuovrson: On page 24 there is a reference to the Canadian Northern'
erta Railway Company. Have we been breaking even on the operation of
ha,t Northern Alberta line, or what is the seore on that?

. Mr. Coorer: We did not make any money in 1945.
Hon. Mr. Cuevrier: There is an annual operating deficit, is there not?

o &% Mr. Cooper: In 1945 after the payment of interest the railway had a deficit
P 884,000 of which the Canadian National paid 50 per cent and the Canadian
- Facific paid the other 50 per cent.

4‘th Hon Mr. Cugveier: It is a fact there has been a loss on the operation of
at line ever since it has been established except for two or three years?
Mr. Coorer: Yes.

ﬁmse Mzr. Nicmorson: How large did the deficit run before the war? Have you

ﬁgures readily available? ‘
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Mr. VaugHAN: The loss in some cases was very substantial, several hundred
thousand a year and some years the loss ran over $1,000,000.

Mr. Nicuorson: It is likely to operate at a loss now?

Mr. VaveHan: Likely to for some time until the country has developed
further.

The Acting CHAIRMAN: Have you the answer to your question?
Mr. NicuHorson: No, just a minute.

Mr. CoorEr: I am sorry, we will have to get that for you, Mr. Nicholson.
The losses are absorbed by the two parent companies, and therefore it does not
reflect itself in the accounts of the company to-day.

Mr. Nicuorson: Could we have the information for the last» ten years if it
is not too much trouble?

Mr. Coorer: You can have that without any trouble.
Mr. Moore: Where is the James Bay angl Eastern Railway Company?
Mr. VaueHAN: T just forget which charter that was now.

Mr. Prcarp: According to what it savs here it is a braneh of the Canadian
Northern, is it not?

Mr. VaveHAN: Yes.

Mr. Picarp: I see the amount owned by the public in all theze different
companies is $4,643,000. That is referred to in the top line of the balance sheet
on page 13. I see next to it on page 25, $207,000,000. Is that owned by the
public? It is at the bottom of page 25. You have two figures there. The first
one is $207,327,000, capital stock issued, and next to it you have owned by:the
public, $4,643,000. That figure is also in the top line on page ]3 in the liabilities
on the balanrce sheet. What is the $207,000,000?

Mr. Coorer: That is the total capital stock issued by all these companies
of which $4,600,000 is held. by the public. The balance is held by the Canadian
National System.

The Acting CHAIRMAN: Page 29.

STATISTICS OF RAIL-LINE OPERATIONS

1945 1944
TRAIN-MILES: 4
RreIoht Nervioh- 2 S st il d s Il e i Lo b Bobvitsio s 6% xb 5 43,381,957 45,206,361
Pascnpor FBervIge g s u o L bl O e L B 24,600,264 24.216.998
Tobal - 7 N FePay el Sa il el o SR S L T 67,982,221 69,423,359
LT G T g et ol g U ¢ I KN e T SR e B 1,732,082 1,552,221
o Eb o ) 8 S G S R 69,714,303 70,975,580
LocoMorIve-MILES:
PESighh Servicr : ij N bl e Tk sl o A SR o 46,392,068 48,153,317
Passenger Service .c....ooieiiciiiiiiiiiiiiiiiiia., 24,382,258 24,034,555
Train Switching—Freight .........ccciiiiiiiiiin.. 3,659,667 3,636,807
RS o770 1 L A S S PR R C e 104,120 101,881
Yard Switching—Freight '....ccciciiiiiiniiiiiaiia., 15,247,844 15,196,852
—PIASSLIOT o 5iubeic s on s a s iostaimiate sl s a1 h s 1,474,192 1,432,847
P GRAL. Mok it A R s o 0 £ e R S S 91,260,149 92,556,259
WV OPE S HAINIS ka5 0 Sormda bbb e b o sk S Wi 2,402,612 2,123,840
SR E e SIRGAR Y, Gakebey B AR Je /) 93,662,761 94,680,099

———— —

SEoad ek Sew s it agal ey

[ dound

v =

¥

%
L
'.i:



CAR-MILES—FREIGHT SERVICE:

Toaded Froight Uas. o5t st asseise vasis s Sou'sa s
Empty Freight Cars
Passenger Coach and Combination Cars.
Sleeping, Parlor and Observation Cars
Dining Cars ...

Other Cars .......
Caboose

...........................................

CAR-MILES—PASSENGER SERVICE:

Eoaded . Ereight (Oare . ioddvves s Baliseadnssd~ ijaess ook
Higpty: Fraight, Cara. s Lo o3 Stees o ouban va i s s < 7aki
Passenger Coach and Combination Cars...............
Sleeping, Parlor and Observation Cars...............

Caboose
a0 r S IR ANy Stigly S KB o s b A s K 1

Gar-Miles=—Tolal ;. il 0 e e Rl e bad T e e o s
WOk Bervillr o R R e S v e

FreEIGUT TRAFFIC:

Tons carried—Revenue freight.......................
Tons carried one mile—Revenue freight.
Freight revenue
Reyentie Pap torts Lo Pl RIS vae sl SR Lo K (Bt e
Rovonye DY ol TNe s 0 0 L S ST s Sk o s v e SR
WEiles POR . LEVETNHE TOR= < Ik ie st wn doson sl ms b s snn S0 ds i
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-revemue). ..
Train-hours in freight road service...,...............

PassencER TRAFFIC:

Passengers, searried st o0 ol L SR RTS ak
Passengers carried one mile.........iviviiniiianiais
3T TS R T S P N S G S
Revente per passehfer: i . 2l Wil S sl 1 Jhiba i
Miles per revenue Passen@er..........eeveeensesonnnns
Revenue per passenger mile........c..coiviuinannin...
Passenger-miles per mile of road.....................

NET Rirway OPERATING INCOME:
Gross Reyenue per mile of road......... P Ve Rl
Gross Railway operating charges per mile of road.....
Net railway operating income per mile of road........
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1945 1944
1,173,624,393 1,202,177,715
528:469,997 555,756,559
6,956,586 7,703,467
313,716 525,769
15,796 44,575
6,789,874 7,604,153
42,490,621 44,138,113
1,758,660,983 1,817,950,351
386,155 216,373
162,865 112,685
81,828,393 89,431,191
61,263,172 58,703,137
11,440,316 11.200,033

69,802,421

65,925,827

227,525,343

227,982,223

1,986,186,326 2,045.932.574
3,989,987 3,045,122
1,990,176,313 2.048,977.696
23.498-36 23,496-03
79.941.296 80.851.179
34.599.518,473 36.015,898,732
$316.533.329 $321,588.728
$3-95957 $3-97754
$0-00915 $0-00893
432-81 445-46
1.472.423 1,526,753
1.589.767 1,641,004
77.301.216.775 79.728,903,320
37.356.916.946 . 38.557.084,137
2.850,886 2,894,098
30,370.680 35.928,212
3,338,197,658 3.696,546.316
$65,199,923 $69.776.256
$2-14680 $1-94210
109-92 102-89
$0-01953 $0-01888
142,061 157.326
$18,459 73 $18.775 41
$15.571 11 $15.893 02
$2.888 62 $2.882 39

3 _ Mr. NicuoLson: Referring to page 27 I wonder if you have any plans for
- & Using these oil electric trains more extensively on some of these branch lines.
I think that unless something can be done to speed up the passenger service
on ’9hese branch lines the buses are going to get more of the passenger traffie
‘ 8gain. I understand that the oil electries operate economically. ‘
i Mr. Wavron: They operate economically, but one difficulty with them is
- 1o find a suitable place for them. In many cases we have to move them from
One assignment. to another from time to time as business fluctuates.
Dot bought any of those units for some time nor have we any immediate plans
Or them. There are comparatively few runs on which they fit the requirements
of the run. Even with those that operate regularly we often at week-ends have
o substitute steam service which leaves the diesel lying idle.
Or several years added any of those units to our equipment.

We have

We have not
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Mr. NicroLsoN: What are your plans to compete against buses? I think
unless you can speed up your service the buses are going to cut into the
passenger business pretty drastically.

Mr. Warton: We have planned some speeding up of service in certain
localities. That can be done with steam equipment equally as well as with
diesel unit equipment. The chief advantage of these diesel units is their lesser
cost of operation, but against that is the dlfﬁculty of finding a place where the
requirements, at least at certain times, do not become too heavy for them.

Mr. Murca: How do they operate in the snow?

Mr. Warton: Oh, they would stall in snow easier than a steam locomotive,
but on the whole we have not found that a serious disability.

Mr. GBsox: The upkeep would be much higher on them?

Mr. Warton: No, the entire operation on them is not bad. In connection
with Mr. Mutch’s question I would say that in cases where it is extremely
stormy we would turn out a steam unit instead of one of these rather than take
a chance of having them stall in the snow. They distinetly have their limitations,
and it is some years since we have added anything to our ownership of that
style of unit.

Mr. Nicuorson: Instead of giving mixed service on some of our lines in
the west it would appear to me that one of these cheaper units would produce
a good deal of revenue and would not be too costly.

Mr. Jackman: With a chair car attached

The Actine CHAIRMAN: And no smoking. Page 29, gentlemen. That is
just statistics. Page 31.

Mr. JackmAN: There mlght be something lntercstmg in the statistics, by
chance.

Hon. Mr. Cueveier: I am sure you will find it, Mr. Jackman, if there is.

Mr. Jackman: All right, I will uncover it.

Hon. Mr. Cuevrier: To use the expression of one of my colleagues I am
saying that in a very kindly way.

Mr. Jackman: I know you are, Mr. Minister. I see here ton miles, all
freight per mile of road, 1,589,767.” How does that figure compare with the
C.P.R.? Under the next heading, passenger traffic, you have got passenger
miles per mile of road, 142,061.

Mr. Cooper: The figure for Canadian Pacific ton miles of revenue freight
per mile of road in 1945 is 1,600,283.

Mr. JackMmAN: Have you the passenger figure there, too?

Mr. Coorer: What was the other question?

Mr. Jackman: Passenger miles per mile of road.

Mr. Cooprer: 168,470.

Mr. Hazex: Have you any record of the number of passengers carried on
passes in 19457?

Mr. Wavtox: I do not think we have any figures here.

Mr. JackMAN: As to that comparison you gave me Mr. Cooper, I was under
the impression from some of our previous meetings that to some extent you
are a colonizing road and your density of traffic was not nearly as favorable
as that of your: competitor. These figures would seem to indicate that you
have got a pretty good line working through a pretty good territory.

Mr. Warron: We are lower than the Canadian Pacific.

\
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Mr. CoorEr: On the revenue freight as against their 1,600,000 ton miles
per mile of road ours was 1,472,000.

Mr. Jackman: 4,589,000

Mr. Cooper: No, 1,472,423. Then their figure of all freight would be
1,725,427 as compared with the C.N.R. of 1,589,767.

Mr. JAckmaNn: There is not anything very wrong with your territory judging
- from that comparison.
Mr. Coorer: Not in 1945.
' Mr. Rem: If this question has been asked and answered you can just
brush it off, but the question I have in mind has to do with page 29. It gives
- the passenger service train miles as 24,600,264, and then below that it gives the
~ passenger service locomotive miles, 24,382,258. The figures as to train miles
and locomotive miles of the freight and passenger services are entirely different.

What. is the reason for that? I thought that a locomotive would be on every
train.

Mr. Warton: In some cases there is a double header on certain trains, two
locomotives. 1In freight service there is assisting up grades, which gives you
different locomotive mileage than train mileage and there is the feature of
mixed train operation.

Mr. Rem: That would answer it.
The AcriNng CHAIRMAN: Page 31.

OPERATED MILEAGE, 31st DECEMBER, 1945

~ Operated Road Mileage
T Territory Owned Leased Trackage Total

T L e SIS SRERSR (e 2.986.74 6.41 82.95 3.076.10
Central I I g St JERIICARG: { St sk A 7,104.18 353.13 27.85 7,485.16

I Wektern Region ... oiw...us.ionsinsvsbis i 11;083.77" -3 31892 64.07 11,526.06

~ Grand Trunk Western Lines................. 956.26 9.50 59.75 1,025.51
£ Central’ Vermont Lines. ....cie. srnsen crans 237.90 125.18 58.73 421.81 °

Total First Main Track ................ 22,368.85 872.44 293.35 23,534.64

BUDES i Canalll, /. o voens oot rae srasaan s s v 20,959.26  '565.43  170.48 21,695.17

LS. Whitad Stabes) (o v talin e s o450 1.409.59 307.01 122.87 1.839.47

Operated Mileage All Tracks

Firgt AR Thraede s 0 D s T L Lt e 22.368.85 72.44 293.35 23.534 .64
Se@nd M Track o e b e A T e s 1,214 .87 13.70 85.42 1,313.99
® L R B TSR SR s P N o S 26.65 ORI G 30.14
oyl s"“"th and Other Main Tracks............es 10.78 G2 5.00 15.87
i burs, Sidings and Yard Tracks.............. 5,793.23 . 308.19 1,129.81 7,231.28

etal Al Tradlts. . /i o so s s v . 20414.38 1,194.33 1517.16 32,125.87

EMPLOYEES AND THEIR COMPENSATION

Y, *Average Number %Inc. over Previous Year
?g‘ of Erployees *Total Payroll Employees Payroll
AN R 78,129 $122,354.101
1940 ................. 82.831 132.594.063 6.02 8.36
1941 ................ 89,536 153,654,368 8.09 15.89
S 42 Resv i, ;o 94.592 177.042,773 5.65 15.22
! \1.943 ........... 101,126 195,555,045 6.91 10.46
B 102,764 222,649,839 1.62 13.86
e 105,624 220,507,637 2.78 . .96

; *Includes railways, express and telegraph employees. Excludes hotel and subsidiary
tompany employees.
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DISBURSEMENT OF TOTAL OPER -\TI\(: REVENUES AND EXPENSES

Operating revenues Operating expenses

were disbursed:— were disbursed:—

/ 1945-% 1944-—% 1940—% 1944-9
e G R R g TRt e 47.19 46.78 57.61 56.93
S I e s S BT Sl L e SR IS Tof 9.77 9.82 11.92 11.95
(B il DEETT T e SR AL S i e ) iRl g i 24.95 25.58 30.47 3192
Total Operating Expenses. ..........ouoeesosnlen 81.91 82.18 100.00  100.00

Available for Taxes and Other Accounts............ 18.09 17.82

a T TSSO Gl e AR RGBT (R e o b A e+, 7 RO 100.00 100.00  100.00
Maintenance of Way Accounts 16.21 17.34 19.79: 2010
Maintenance of Equipment Accounts................. 17.70 18.19 21.61 9218
sl RedouBta., o2 vet ol lan B T e Tninun 1.39 V.37 1.70 1.67
Transpol RARION  ALCONNES | oo’ i Lot it et S AR ] 41.30 40.32 50.42 49.07
TMiscellaneous ACCOUNES. .-\ . J. v, i iiiaials s s uis oo sinre 1.45 1.34 T ET 1.63
Dattotal” Adcomnti: . o B e i e T 3.86 3.62 4.71 4.40
Total Operating Expenses. ...... c.ee.cooincess 81.91 82.18 100.00 100.00

Mr. Hazex: I asked as to passengers carried on passes. Have you any
record of that?

Mr. VaveHaN: We have, of course, a record of the passes. At least, a
record could be obtained from the pass stubs. All our passes are issued in
accordance with the rulings of the Board of Transport.

Mr. Hazex: There are 30,370,680 passengers carried. I was wondering
how many were carried on passes.

Mr. VaveaAN: We could not tell you that.

Mr. NicHoLsoN: At previous meetings of the committee we have had some
discussion about the allocation of government business. Have satisfactory
adjustments been made or are there any directives that result in the Canadian
National not getting a fair share of government business?

Mr. VaveHAN: That is not as important as it was when the war business
was moving. So far as I know at the present time we are getting a fair share
of the business that is going.-

Mr. Rem: Is your Company - at any disadvantage in regard to the per-
centage of the passenger traffic obtained from those arriving in this country
on the various steamship lines? I have in mind that/ the C.P.R. have some
steamships of their own crossing the Atlantic and they might direct all the
passengers over their lines. Are you at any disadvantage, Mr. Vaughan?

Mr. VavcHAN: No, we have not been. The C.P.R. have been operating
no passenger boats on their own account. Practically all the vessels they
have been operating during the war have been under the control of some govern-

ment or another. We have had a fair share of all business that has been coming = -

into Halifax during the war.
. Hon. Mr. CaEvrIER: It was pooled under the united maritime agreement.

Mr. Nicuonsox: How about your revenue from carrying mail? I unders
stand that the C.P.R. get a good deal of the carrying of mail between Montreal
and Winnipeg and Toronto and Winnipeg.

Mr. Vaveuax: We are improving our position in respect to mail carryings.
There is still room for improvement yet though.

Mr. Nicaouson: How much mail are you carrying from Montreal to Van-
couver, for example? :

Mr. Vaveuan: We do not carry any.
Mr. Nicaorson: Toronto to Vancouver?
Mr. VaveHan: All those mails go by the Canadian Pacific Railway.

’
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Mr. NicHOLsON: Are you striving to improve that position?

Mr. VauveHAN: Our officers are constantly in touch with the Post Office
Department, and that situation is being gradually corrected.

Mr. MurcH: What is the situation between Halifax and Montreal?
Mr. VaucHAN: We are the only ones can carry mail there.
Mr. Murca: You are the only ones; you get it all?

Mr. VaveuHAN: We are the only ones that reach Halifax. The C.P.R. do
not come anywhere near Halifax with a through line. Saint John is the nearest
point they come to Halifax.

Mr. MurcH: I would have been more accurate if I had said the Atlantie
coast than Halifax. . :

Mr. VaveuaN: They get most of the mail from Saint John, and we get it
from Halifax.

Mr. NicuorsoN: How about Winnipeg and Saskatoon and Winnipeg and
Edmonton? Do you handle those mails? .

Mr. VavgHAN: We handle a substantial proportion of those mails.

Mr. Picarp: According to these figures here it would appear that it pays
the company more to transport passengers than freight. Your revenue per
passenger mile is nearly 2 cents and your revenue per ton mile of freight is
0-009. You may not get more money in the whole revenue of the company but
per mile it pays you more to haul passengers than freight.

Hon. Mr. Cuevrier: If you will look at the diagram on page 19 you will
see how it is divided. Seventy-three cents of a dollar comes from freight and 15
cents comes from passenger.

Mr. Wartox: I do not think you can compare a ton of freight and a
passenger.

Mr. Picarp: No, but yet the revenue per passenger mile here is 0-019
which is the equivalent of about 2 cents per mile per passenger, and a little above
that you have got the revenue per ton mile of freight, 0-009. So that it is
more profitable. How do you explain that part of the statistics?

Mr. Warron: I just do not think you can compare one passenger with
a ton of freight. You are comparing two different things.

Mr. Picarp: These things must have a meaning. When you give the
revenue per ton mile at so much and the revenue per passenger mile at so
much then you must have a purpose in having it there. I am trying to find
out what the purpose is.

 Mr. Warron: We show these figures so they can be compared with any
like figures that may be produced, but we do not do it with the idea of comparing
a passenger with a ton of freight.

Mr. Picarp: No, I imagine it might not be a proper comparison, and yet
as far as revenue is concerned it is a comparison that can be made. Does it
mean that it is more profitable to haul a passenger than a ton of.freight?

Mr. Warron: I do not think that question can be answered, Mr. Picard.
hey are not set out compara,tivel_y. They are just statistics in respect to the
bwo’ different branches of the service.

Mr. Picarp: That is right, but yet on the other hand if you haul a ton
of merchandise for one mile even if it weighs a lot more than a passenger it
rings you less, according to these statistics.
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Mr. Wavrox: If the comparison is worth anything we might state it another
way, that we move a freight train with 2,000 tons of freight on it and we move
a passenger train with 300 passengers on it. Whether that helps to get us any~
where I do not know, but it is a fact.

Mr. VaveHAN: It is impossible to compare them because we are moving
so much more freight than we are passengers.

Mr. Remp: Am I right in assuming this: there was a reduction (that is
at the bottom of page 29) in the gross revenue per mile of road, being less in
1945 than it was in 1944, also, operating charges per mile of road were less
in 1945 than they were in 1944—that is the third item—am I right in saying
that it shows a betterment in the net operating income; 2-888 as compared to
2-882397

Mr. Warton: The figures there indicate dollars, that should be $2,888.62.

Mr. Rem: But it does show a betterment?

Mr. Wavrron: A slight betterment. -

Mr. Rem: Why does it show a betterment at the foot, when all the way
down it shows an operating loss until you get down to the bottom figure there
which shows a betterment?

Mr. VaugaAN: There is a little betterment in operating conditions.

Mr. Wavron: The expenses went down slightly more than the income with
the result that the net position is slightly better.

Mr. Rem: You were holding your own in 1945?

Mr. WaLtoN: Yes.

Mr. JackMAN:  Hurray!

Mr. NicaoLsox: In connection with the different regions, have you any way
of indicating the operating revenues for the separate regions?

Mr. VaueHAN: Mr. Cooper might explain how our regional accounts are
kept. :
Mr. Coorer: We keep -an account of our revenues and expenditures on the
different regions, Atlantic, central, western.

Mr. NicuoLsox: Have you any indication as to which is the more profitable?

Mr. Wavron: There is no doubt about the fact that our central region
is the most profitable.

Mr. VaveaAN: The central region is much more profitable than any other
of our regions. The western comes next, and then the Atlantic, the Atlantic
region is not profitable at all.

Mr. Murcu: That is due to the concentration of traffic and shorter hauls,
is it not?

Mr. VaueHAN: The central region serves quite a large industrial area.

‘Mr. EmmERsoN: Have you got a breakdown of these different regions that
could be submitted showing the revenues and expenditures?

Mr. VavgaAN: We could file that I think.

Mr. EmmersoN:  If that is the case, T would like to have a further break-
down, if possible, (going back to page 16,) a comparative statement on loco-
motive repairs. I would like particularly to have a statement with respect t0¢
the Atlantic region on the Moncton shop for 1945—Iet us say, for 1942 to 1945.
Would it be possible to get that? )

Mr. Warron: 1 think probably we would have to combine the Moncton e/
and Riviere du Loup shops, both are in the Atlantic region. j ¢
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Mr. EmmersoN: Even at that it would be of some use. I think I raised
the question at a former meeting of the committee with regard to the work done
in the Moncton locomotive shops. I would like to ask Mr. Walton if there was
some 75 locomotives taken from the Atlantic region in 1945 to the Montreal
shops for overhaul.

Mr. WarLton: I have not the exact number before me, but a considerable
number were moved to other shops for repairs. In that eonnection, locomotives
are not necessarily repaired at the point where they come due for repairs. There
is a situation there which is not particularly applicable to the Atlantic region.
We have to transfer locomotives from one region to another as business flue-
tuates and at various times of the year. A considerable number may be sent
to the western region, to western Canada in time for the grain movement.
Engines must be sent to the Atlantic region in time for the winter export move-
ment, and so on. These engines may come due for repairs on the Atlantie
region when they have put in a comparatively small proportion of their mileage
on that region and it would not be a workable arrangement to hold the engines
at the point where they are taken out of service for repairs at that particular
point. These engines are moved all over the road, they are interchangeable,
they are not confined to any one region, with the possible exception of a few
special design locomotives. Repair work may be done at any one of our repair
shops. :
Mr. Emmerson: That is very true, Mr. Walton, but is seems sometimes
that the transfers are made out of the Atlantic region and they hesitate on the
way down to get an overhaul and come to the region in first class shape; and
then, when they are being transferred back, taken from the region, they stop
rather conveniently on their way by these points.

Mr. Warton: No, I would not say that takes place. It might in the odd -
instance. - If you are looking at it from the point of a repair situation, our
Moncton shop itself is on a high level of efficiency. :

Mr. Emmerson: It is on a higher level than it has been for many years.

Mr. Wavron: Yes, and it is handling all the repairs that it can handle
and they are doing it well. The only way in which the Moncton shops could
handle any more repairs on locomotives than they are at the present time,
would be to put on a night shift.

Mr. EmMERsoN: You think that is the only way in which it could be done?

Mr. Warron: I think so.

Mr. Emmerson: If the efficiency of the shop went up would you not get
more production?

Mr. Warton: Yes, but the Moncton shops show a good level of efficiency
at the present time. \

Mr. EmMMERsoN: Just within the last twf'o or three months?

Mr. Wavron: No, longer than that. There was a time after the opening
of the new shop that they had to get used to the new set-up. The old shop
had a poor layout admittedly, but even in & new shop it takes time to get
things properly working. That has now been done and we are well satisfied
In recent times with the level of efficiency in the Moncton shops.

Mr. EMMERSON: Now, Mr. Walton, how does the unit cost compare, say in
1945 as compared with 1942, 1943 and 1944 and so on?

Mr. Wavron: 1945 was considerably better than those years you mention.
Some of the other shops showed an improvement, too. During the war years
we were obliged to take any help we could get. You know the story of how
~ Mmany thousand of our employees went into the armed services. And naturally,
many of those were younger men, and many had just finished their apprentice-

-
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ship, and were at the peak efficiency, doing the best work. They had to be
replaced by men, some of whom we had to take from garages; we just had to
take anyone we could get, with the result that a lower rate of efficiency could
not be avoided. And that condition did not apply to the shops only, it applied
to various other lines of our work. Now, that has been picking up recently
and we are satisfied—we are not satisfied, we would like to do better, but it is
at a good level at the present time.

Mr. EmMmersoN: On the matter of unit costs, that is all based on records,
vou have a record of how much it costs to remove, repair and replace different
parts. Have you any separate audit of costs in the Moncton shops?

Mr. WartoN: Yes, we have what is called—

Mr. EmMegrsoN: I mean from outside auditors, the same as you used to have
five or six years ago.

Mr. WaLton: We have what is called our shop methods department which
assesses the value of the various work units.

Mr. EMMersoN: Which checks up and sees that the right costs—

Mr. WantoN: —are applied to the job.

Mr. EmMersoN: And not run over.

Mr. Wavron: That is right, and that applies also at the other shops as well
as Moncton.

Mr. ExversoN: Has that been the set-up at Moneton during the last four
or five months, have they been working there?

Mr. Warton: I presume they have. That is our regular custom. I am
sure I would know if that were not being done.

Mr. Emmerson: They are asked to check up and see the work heing done?

Mr. Warron: Certainly.

Mr. Remp: Mr. Chairman, I brought up a question last year which may seem
trivial, but it is one which involves a prineiple. It has to do with the amount
of money, however small or great, collected on meals from passengers travelling
through the Province of Saskatchewan. That is' something which has been going
on for quite a number of years. I asked in the committee last year if I could
have the amount collected from passengers on meals, the amount of tax collected
on meals at stations or in dining cars from passengers passing through the
- province of Saskatchewan. There must be a record of that somewhere.

Mr. Vaveaan: I think we explained last year that it would be a very
difficult thing to obtain. These passengers are on continuous trips, a good many
of the people concerned are moving from one part of the country to the other. It
would be a job to figure out.

Mr. Rem: Yes, but surely, Mr. Vaughan, you are not trying to tell the com-
mittee that you take money from passengers in the form of a tax and do not
account for it, that you do not account to the province of Saskatchewan for the
amount you collect. There must be some record of it.

Mr. VaugHAN: We can certainly give you the amount we pay in the form
of taxes to the province of Saskatchewan.

Mr. Rem: I may say personally that I think it is unconstitutional; however,
that has nothing to do with this committee at the moment.

Mr. Vavecuan: We can give you, if you so desire, a statement of the taxes
we pay to the province, and what it is based on. '

Mr. Gisson: I think it was the tax on meals in which he was particularly

interested.

i B
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Mr. Rem: I was curious to know the amount. It is a tax collected on
meals, and surely there must be a record of it somewhere. :

Mr. VaveHAN: We will see if we have any records along that line. Do
you know if the records are available, Mr. Cooper?

Mr. Cooper: If it was paid to the province there would be a record.

Mr. Rem: There must be a record of it. That has been going on in the
province of Saskatchewan for a number of years.

Mr. Nicuorson: You follow the same practice in other provinces too, do
you not?

Mr. Rem: I intended my question to apply to whatever provinces it may
affect. I do not travel in the province of Quebec very often so I do not know
what the practice is there, but I do travel through the province of Saskatchewan
frequently and I know that it has been going on there for the past ten years
anyway.

Mr. Murca: 1 do not think you could get it back.

Mr. Vaveaan: We will check that up.

Mr. REm: And my second question is this, have you any figures as to the
amount of money it costs you to run to Vancouver from your terminal at Port
Mann? You have no running rights through to Vancouver at all. I would like
to know what it costs you per year.

Mr. VauveHax: We will be glad to file here the amount of money we pay to
the Great Northern for running rights.

Mr. Nicsorson: In filing a report of the amount of money collected in
Saskatchewan in respect to the educational tax, you might also file the amount
which you collected in Quebec. I presume it would not be too much trouble to
get them both at the same time. I understand that the tax you collect in Quebec
is on the meals served in the dining car.

Mr. VaveHaN: We will try to get that for you.

Mr. Rem: And may we have similar information with res'pcct to any other
province where such an arrangement applies, if there are any others, please let
us have them also.

The Acting CHAIRMAN: Page 32.

REVENUE TONNAGE BY COMMODITIES

Year Year Year Year
AGRICULTURAL PRODUCTS: 1945 1944 1943 1942
IR < S N I S S A A e o 8,836,831 8,846,923 6,433,610 5.554.753
b e TR et A TR R AP Nty £ 1 470,431 346,596 461.393 518,329
L T E S R S SR A L 1,853,887 1,757,427 1,707,204 683,973
BaRLEY. | i L WA I A 1,370,197 1,414,851 1,567,989 607,909
R eI gyt SO RLD S, 85,227 124,038 106,094 39,312
HlaEsbed. YT TRl v, TN I A S 116,848 188,933 271,184 172,056
Other Grain (excluding dried peas, beauns,
BORRFDEETIBYY o & Shy e At s ole e biTel S ena,. L sy 28,015 60,645 29.421
Other Gmm (including dried peas, beaus,
soya RS s U R UM R s BOOBOE N bl 0 e s N
7T o SRR B KE' UL et = 3 S0 Al 97 1,177,277 1,066,804 979.580 947.486
Other MEN Produehe e Bl sha ke xs s 2,120,249 2,109,663 2,152,140 1,588.507
AT BN S ETAW L s oins o g0k 5 o 5 5055 0700 bhe vk o 253,578 329,441 208,439 100,350
T M gh Ry <t A R R A 79,755 77,184 67.993 102.563
Rpplea (Rrosh). i) o ihiis oo b Cumi e pe s s i 91,224 107,381 87,692 75.529
Other Fruit (Eresh) . fe s eidihdoie vabivie 432,482 350,468 291,247 272.606
PORBOSH: - 2 it s PRSI D aliiTia S s 411,572 337,906 324,671 240.802
Other Fresh Vegetables.................. 261,268 251,533 231,413 198,897
Other Agricultural Products (incl. dried ;
PEAS; Doansy S0Ra - BERIBY clis: « Svveiqyn it Tiuisivei oo 709,533 615.869 677,357
Other Agricultural Products (excl. dried
peas, beans, soya beans) .............. t o S S Gl R R P e R A T
otale s 2 300 o it nale s e b s 18,442,565  18,046.696 15,567,1L63 11,809.850
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REVENUE TONNAGE BY COMMODITIES—Concluded
Tons Tons Tons Tons
ANIMAL PrODUCTS: Year Year Year Year
TOERnd: - A e R s S s s 46,296 39,772 35,241 25,214
Cattle and Calyesy . Svs il aans s it e he ws 398,994 296,403 264,180 243.692
YT SRS RS A b L e SRR M D S SR Sk sl 27,136 29,319 21,914 21,172
L1 P AR RO PO RS g e T iy Tt 3 <D 218,802 355,417 285,797 213.589
Ponbtry {1 aRd AREBSadY s Ui tcdvan o ve bvate 11 507 o uinds 31,890 27,457 23,694
Ponliry {hve k. waiis, S aul 8, M smiag DAKY - N b e bl it Rean AR
Dressed Meats (fresh or frozen)..........  ...... 156,158 126,892 217 6-
Dressed Meats or Dressed Poultry (fresh
g e R TR R G R M R 4 449 < E gl oy DO TS TR L R
Dressed Meats (cured, salted, canned)..... = ...... 399,829 318,182 252,277
Dressed Meats (cured or salted).......... DR e T C sk e T o s8R 1
Other Packing House Products (edible). .. 42,377 108,356 106,823 46,679 s
L7 R e SR R T ORI RS E R ST (R N T 91,125 80,868 62,169 57,889 l(.
Butter i Syt BTNl s 65,345 73,497 75,887 75,073 :
OBEe e, L s B e aewa B R 88,219 77,388 71949 71,328 3
NOOE, e e S A ke . 67,404 68,375 78,286 77,083
Hides and ) T T SRR e (e e LS Y 85,696 79,460 68.203 66,244
Other Animal Produets (non-edible)....... 114,463 92,351 79.535 77,766
aka ) el SRR T e & 1,776,191 1,889,083 1,622,515 1,469,345
MiNE-PropUCTS:
Andhracite oak L 63 vk S e il s 2,095,409 2,485,751 2,636,434 2,612,070
Bituminous Coal. P LA 9,193,585 9,335,488 9,983,156 9,181,800
Sub-Bituminous and Ll;zmte Coal ......... 1,823,304 1,703,873 1,975,152 1,716,941
s = A P R AR P T 1 TR PR 1,472,883 1,232,219 1,228,110 1,010.864
Iron Ores and Concentrates. . ... it es 646,270 137,451 338,355 177.898
Copper Ore and Concentrates............. 181,605 196,934 225,870 239,528
Other Ores and Concentrates.............. 2,033,078 3,057.685 4,556,495 2,707,385
Base Bullion. ‘\Iatte, ng and Ingot (non-
ferrous metals). = i 819,398 750,669 836,148 827,158
Sand and GIaVelor; il . v «nh sk et it 1,438,943 1.409.881 1.506.195 1.801,655
Stone (crushed, ground, broken).......... 2,009,009 1,995,647 1.971.865 2,069,652
Slate, Dimension or Block Stone........... 70,984 81.076 67,622 70,646
Crude Petroleum. , . . v 606,176 629,573 535.876 356,870
Asphalt (natural, By-product petroleum) 199,882 197,498 128.529 177,268
{5y g il B o Ta o, LT Sl T T 567,193, 498,454 498,973 476.942
Other Mine Products (not fully processed) . 1,042,179 1,234,542 1,290,365 1.204,170
7S A N AL R T 1 S B 24,199,898 24,946,741 27,779,145 24,630,847
Forest PropUCTS:
Logs, Posts, Poles, Piling..v.c..ccii0veias 677,158 568,608 544,002 491,042
Cordwood and Other Firewood............ 580,163 759.108 668.884 582,401
LT RIS SRl NI e e ke S VR PR R R Ry 61,290 105,531 56,170 71,450
PHIDWOOH, e hil s LA, datale e iqtios ki i 4,104,087 . 3,524,054 3,099,099 2,683,141
Lumber, Tnnber Box (‘rate and Cooperage {
MALETIAL N S S0 v e i3 F 43 v ainiss S ah gy 4,090,454 4,099,984 4,114,300 4,300,022 |
Other Forest Products.....cceveaencenaasn 252,371 310,578 226,255 258,905 1
Total i ssdiel v EdWa 45 b Fodh kit 9,765,523 9,367,863 8,708,710 8,386,961
Carried Forward. ............ 54,184,177 54250383 53,677,533 46,297,003

Mr. Jackman: When a provinee has a corporate income tax do you have
to pay income tax with respect to your operations in that province?

Mr. VaucHAN: Frequently there are special arrangements made by the
railways with the provinces with respect to taxation.

Mr. Jackman: Have you made any representations to the provinee of
Saskatchewan with regard to the proposed corporation tax in that province?

Mr. VaveuanN: We have made a good many representations to
Saskatchewan. Just offhand I do not know in what position these representations
are at the moment.

The Acting CHAIRMAN: Page 33. Page 34. Page 35. 4
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REVENUE TONNAGE BY COMMODITIES—Continued
Year Year Year Year
1945 1944 1943 1942
| Tons Tons Tons Tons
}' Brought Forward............. 54,184,177 54,250,383 53,677,533 46,297,003
p' MANUFACTURES AND MISCELLANEOUS:
E Gasoline, . B R A 8 i e S A 1,391,244 2,191,200 1,766,540 1.434.251
i Petroleum 01]&. and Petroleum Products :
| (except asphalt and gasoline)........... 1,767,601 1,619,419 1,780,340 1.810,555
5 o e R e R A e O G ST R 375,950 424,855 335,051 261,127
B Iron, Pig and BIOGEE. ol L IR Sia s foen 288,527 249,784 251,209 247,716
E Rails and LT PRy s 1 Ry DA 61,635 106,919 29,046 29,256
Iron and Steel (bar, sheet, structural, pipe) 1,733,839 1,685,688 2,323,745 2,349,704
Castings, Machinery and Boilers.......... 259,747 230,878 294,603 283,261
Cement UR . AV IRl Bt e 488,525 419,206 541,035 732,438
Brick and Artificial Stone................ 213,776 202,515 240,760 281,353
Fame' anel’ Plagter; o0t o0 Do oies e 367,387 400,787 436,248 399,278
Sewer Pipe and Drain Tile............... 30,085. 23,306 29,581 34,352
Agricultural Implements and Vehicles other
THBR: GUROB IR 51 5o v i h b S d s v et A 228,674 203,875 147,659 136,123
Automobiles, Auto Trucks and Auto Parts. 1,701,549 2,171,116 2,287,630 2,161,027
Household Goods and Settlers Effects...... 20,268 20,225 14,356 12,213
TPV O s 486 o ol s e s s R 49,525 43,806 44,054 52,732
B o SR W R T e ) 473,298 463,502 377,705 390,065
Fertilizors, All Rmnde oo vikss soine s 1,130,242 920,518 809,155 667,740
Newsprint Paper. . S R S 1,462,742 1,543,708 1,591,989 1,507,344
Ofher Pperiiic. St o ciabona v ot ia 317,307 286,926 251,086 238,903
Paper Board Pulpboard and Wallboard
I EPRPeRY., & et SR R e A Ve S 400,422 340,182 326,152 358,115
I WaodDalD. S s L SRR 1L T 1,295,781 1,297,012 1,445,684 1,342,551
‘ Fish (fresh, frozen enred, ebe . . olu 164,628 124218 122,579 103,028
B Canned Goods (all canned food products
k R ORI . F o e e s Ry R T 528,836 466,164 469,156
Canned Goods (: all eanned food products) BTLBEB % 1 3 b g e R R ) el
:' Other Manufactures and Miscellaneous. . 8,709,255 8,907,430 8,737,518 8,084,014
| Merchandise (all L.C.L. freight) ........ 2,200,594 2,194,885 2,099,359 1,861,932
? i A SRS BT E el W 25,757,119 26,600,796 26,749,248 25,248,234
k Geandiillofal S rrs s it T RN 79.941,296 80,851,179 80,426,781 71,545,237

!’
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WORLD-WIDE SERVICE

The Canadian National maintains offices in the British Isles, Australia,
New Zealand, France and the United States to render helpful service and to give
information in connection with the traffic and other interests of the Company
and of Canada generally. The principal offices of this kind are located at the
following points:—

UNTITED STATES

CANADIAN NATIONAL HOTELS

EPOMEOI o oo N UL 7 6 b g 4 b 1% Mass HALIFAX. N.S.
13300, i S AL Sees Gl ool Y THE NOvA SCOTIAN
iy T et MR S b A ST S Ala.

Cadar Rapids: @ ioin . ovsseias AR Towa ok

T g i RO B YRR RN £ 55 1 T -5
T T R R PRI R A K PR N o Ohio CHARLOTTETOWN, P.EI
T L e R R et Ohio THE CHARLOTTETOWN
BBICETOIE 2 ¥oeinciais i 5 5ois w5 o s Mich.

gluluth ............................ )ﬁi‘ng.

(1 T A I R A S e I D L ) Mich. =
. : OTTAWA. ONT.

(é::r;gngﬁ;ds ............ Mﬁl; Caaier ¥ sV

Los Angeles ... 1 JCal

Mason City
Memphis ...

PORT ARTHUR, ONT.

~  Milwaukee’ .. Wis. PrINCE ARTHUR HOTEL
Minneapolis .. Minn.
Eew Ioia]ven ’ Coin.
‘New Orleans S
*New York .. .NY. WINNIPEG, MAN.
Omaha ..... .Neb. THE FoRT GARRY
Philadelphia i P&.
II;ittslburlgh s .ﬁa. P <
ortiang ... .. ¥.. Jome J
BRANDON, MAN.
e S b PrINcE Epww Hoter
LU T R A A g S e e Mo. el RN
BtaPanls s il oot i v N
e R e T B s R ich. SASKATOON, SASK.
LT T T e R il AR S e Cal. THE BESSBOROUGH
2100 s W R Ry R B £ U s e Ll Wash.
Sous I Bend s Al ih L s ML i Ind.
i (oo PP o it o Ao AT e 2R e Ohio S
PRIRE 7.0 4 5o d b e ks fis s st S, b s S Okla. EDMONTON, ALTA.
LTI D A e R RO i 0 I DLC. THE MACDONALD
GREAT BRITAIN
Balfash, Lo sl v 2 a0 Northern Ireland VANCOUVER, B.C.
e L AP SR W S SO Wales *HOTEL VANCOUVER
CHaRgow . St e o e e Scotland *Operated under the joint management Of
RO BON -5 & SR o oo s wrd % i England Canadian National Railways and the Cana-
LT 7 Vo Y SRS (AR G Ingland  dian Pacific Railway Company.
ROULRATIDION (654 ce s oiada v mesis & England
FRrANCE :
i SUMMER RESORT HOTELS
B b e e s it 2 etk e France
AUSTRALIA AND NEW ZEALAND JASPER PARK LODGE
T SRR ARSI R Australia JASPER, ALTA,
‘Sydney ........................ Australia MINAKI LODGE
L e SN New Zealand MINAKI, ONT.

*Industna] Development representatives
located at these points.

PICTOU LODGE
Prcrou, N.S.
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SIX YEARS OF WAR
SoME QUTSTANDING FacTs OF CANADIAN NATIONAL RATLWAYS OPERATIONS 1940-1945 INCLUSIVE

1940 1941 1942 1943 1944 1945
Revenue Tons of Freight Carried—Total 433,195,137
55,060,232 65,370,412 71,545,237 80,426,781 " 80,851,179 79,941,296
Number of Revenue Passengers Carried—Total 160,048,545
11,204,289 17,681,343 30,363,290 34,500,731 35,928,212 30,370,680
Number of Telegrams and Cables Handled—Total 64,675,926
8,758,272 10,000,957 10,862,351 11,650,492 11,382.207 12,021,647
Number of Express Shipments Handled—Total 85,095,087
11,933,289 12,712,385 12,932,571 14,672,359 15,780,767 17,063,716
Number of Hotel Guests—Total 4,351,689
604,028 648,010 638,877 755,514 817,016 888,244

Payroll—Total $1,101,993,725
$132,584,063 $153,654,368 $177,042,773 $195,556,045 $222,649,839 $220,507,637

Operating Revenues—Total $2,243,095,405
$247,527,225 $304,376,778 $375,654.543 $440,615,955 $441,147,510 $433,773,394

Operating Expenses—Total $1,771,603,687
$202,519,813 $237,768,437 $288,998.,675 $324,475,670 $362,547,043 $355,204,049

Net Operating Revenues—Total $471,491,718
$45,007,412 $66,608,341 $86,655,868 $116,140,285 $78,600,467 $78,479,345

Surplus after Payment of Taxes, Interest due Public and the Government
and all other Charges—Total $95,537,017
$16,965,044* $4,016,327 $25,063,268 $35,639,412 $23,026,924 $24,756,130

* Deficit.

Mr. Picarp: I move the adoption of the report.
Mr. Gieson: I second the motion.

. The Actineg CHAIRMAN: Gentlemen, you have heard the motion. Will those
In favour please say aye? Those opposed?

I declare the motion carried.

. The Actixg CuHAIRMAN: And now, gentlemen, we will proceed to a considera-
tion of the budget. You all have copies of it before you, the Canadian National
Railways budget for the year 1946. (Printed as Appendix “B”).

Hon. Mr. Cuevrier: I think, Mr. Vaughan, the practice followed before
Was that either yourself or Mr. Cooper read the various points of the budget
and questions were asked as we went along. Is there any objection to that
Procedure?

Mr. VaveHan: All right, sir. Our operating budget for 1946 shows an
anticipated surplus of $7,500,000. The details of that are on page 2. The capital

udget shows additions and betterments for 1946 of $14,000,000. The comparable
figure for 1945 is there. You will see that the comparable ficure for 1945 was
815,008,000 and of that we were only able to expend $2,630,000.

Mr. Murcu: Was that due to shortage of material or labour?

Mr. VaueHAN: Shortage of material and labour.

. Mr. Murcu: Do you consider the situation has improved adequately. to
bring it back to the amount you figured on in 1945?

- Mr. Vavegaan: We are hoping that we will be able to get more material -
this year, and labour is more plentiful. New equipment—we propose to spend
$8,863,000. The details of that will be found on page 3. Perhaps I had better
80 through the first page and we can go on to the details later. For the
Acquisition of the Manitoba Railway $7,000,000.

Mr. Gissox: Who owns that?
64143 ¢ -
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Mr. VaucgHAN: The Northern Pacific Railway, under lease to the Canadian
Northern for nine hundred and ninety-nine years.

Mr. Gmsson: Have they guaranteed the bonds?

Mr. VaueHAN: No, sir, that is a straight lease from the Northern Pacific
Railway for nine hundred and ninety-nine years. The amount at which the
line can be acquired is set out in the option, and that option can be exercised
to-day and a considerable amount of money saved.

Mr. GisoN: And you think it is a good buy at $7,000,000?

Mr. VaucHAN: Yes, we do.

Mr. NicuoLson: Where does this line originate?

Mr. VaucHAN: It is almost entirely in Manitoba. It runs from the
Minnesota boundary through Winnipeg and Portage Laprairie and out through
there.

Mr. Jackman: I suppose they would have to pay taxes on the rentals you
paid them, I mean to the income tax department?

Mr. VaucHAN: I do not know what they do about that, Mr. Jackman.

Mr. JackmAN: I am just wondering whether or not from the point of view
of the whole of Canada it would not be more economical—it might be more
economical from the point of view of the system—but the treasury would be
losing a considerable amount of money by reason of the loss of taxes if it goes
into your hands. It might not be advantageous to acquire it.

Mr. VaveHAN: It has been discussed with the Treasury and considered
from all viewpoints and with respect to any agreement as to purchasing this
land.

Mr. JackmaN: How much rental do yoﬁ pay to the Great Northern?

Mr. VaveaAN: $300,000 per annum.

Mr. Gmssox: That is a good bargain.

Mr. VauvcHAN: Acquisition of securitieg; there is an item of $410,000.
Principal payments, $9,777,000.

Mr. Picarp: With respect to that item, does it mean that it is retired out
of your operation costs, or is it retired by government loans?

Mr. Coorer: As against gross requirements of $40,000,000, we have
$17,000,000 of our own available and we expect to borrow $22,000,000 from the
government.

Mr. Picarp: But you have a total of $9,777,000?

Mr. Cooper: That enters into the total requirements of $40,000,000, against
the total requirements we shall have available, $17,500,000; and we expect t©
borrow the difference.

Mr. VavucHAN: There is an item there at the bottom: “Pursuant to the
Trans-Canada Air Lines Act, 1937, the Canadian National Railway Company
has subscribed for all of the shares of the capital stock of Trans-Canada Al
Lines. The initial capital stock was $5,000,000, on which to December 31
© 1945, calls had been made amounting to $4,600,000. The capital stock was
increased to $25,000,000 by the 1945 amendment to the Act. During 1946 the

Canadian National Company may be required to meet additional calls on thé

capital stock amounting to $14,000,000 to enable Trans-Canada Air Lines ab
its subsidiaries to finance their 1946 capital budgets.”

Mr. JAcRMAN: Are you expecting a call?
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Mr. VaugHAN: Trans-Canada Air Lines has ordered new equipment as you
already know, and a certain amount of it will be delivered this year, but you
gentlemen will have an opportunity to question Trans-Canada Air Lines officers
upon that when they come before this committee.

Mr. JackMAN: I understand the bill of divorcement of the airways from
the railways has been postponed, has it not?

Mr. VaucHAN: I do not know how long it has been postponed. On page 2
you will find the details of our operating revenues. We estimate an operating
revenue of $381,251,000 against a 1945 actual revenue of $429,565,715.

Payment under Maritime Freight Rates Act: $3,042,000 as against a 1945
actual of $3,519,878.

Payment of deficit in the opertion of Prince Edward Island Car Ferry and
Terminals: $707,000 as against 1945 actual $687,800.

. The total estimated revenue would be $385,000,000, as compared to
$433,773,393 last year.

Mr. Rem: Do you expect a drop to that extent, Mr. President?

Mr. VauGgHAN: Yes, sir. We are just running about that right now, at the
present time.

Mr. Picarp: I think your budgetary experts are quite good to come within
their budget since there is such a small difference.

Mr. VaugHAN: Operating expenses in 1946 are estimated to be $325,500,000
as against $355,294,048 last year. We hope to get a net operating revenue of
$59,500,000 as against an actual operating revenue of $78,479,345 last year. Net
income charges excluding interest: $7,174,000 as against $7,395,073 last year.
Interest on funded debt due to the public this year will be: $23,377,000 as
against $26,021,784 last year. Interest on government loans are expected to be:
$21,449,000; making a total of income charges of $52,000,000 and an estimated
surplus of $7,500,000 as against an actual surplus of $24,756,130 last year.

. Mr. Jackman: You budgeted there for the interest on the repatriated
securities?

Mr. VAauGHAN: Yes, sir. Then there is a note down there:

The 1946 budget includes $1,991,800 for contribution to the deficit
of the I.C.R. & P.E.I. Provident Fund also $100,000 for contribution to
the Grand Trunk Superannuation Fund Association.

Mr. EmmersoN: How does that budget compare to previous years? Is that
contribution inereasing every year?

Mr. VaueHAN: I think it is inereasing rather than decreasing.

Mr. Emmerson: We will have to eome to a time when these old employees
are gradually dying off.

Mr. VaveHAN: They are retiring all the time and their pensions down there
are quite high as compared to pensions on any other part of the system.

Mr. Murcu: When do.you expect to reach a peak?
Mr. Cooper: In about ten or twelve.years from now.
Mr. Gisson: Is it not predicated on your wage scales?

Mr. VaveuAN: It is based upon the pensions paid to the men who have
actually retired.

Mr, Wavron: The higher the wages the greater the contributions.

Mr. Vaveuan: It is very difficult to estimate. The next is page 3,
additions and betterments. Atlantic region: 1946 budget, $1,686,067. Last year,
actual, $750,440. The 1945 budget was for $1,341,350.

" Mr. EmMerson: Can we have an indication of what that is for?

64143—63
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Mr. VauvcHAN: There is a breakdown on the next page. Central region:
$5,914,660 as against an actual expenditure last year of $1,755917. Western
region, the figure is $3,109,860 as against an actual, last year, of $1,249,109.
Grand Trunk Western Railroad Company: $1,985,729 as against $840,456 last
year. For the Central Vermont Railway: $344,931 as against a credit last year
of '$204,791. Subsidiary companies: $1,967,705 as against a credit last year of
$765,261. Express, telegraphs, and other departments, $1,674277 as against
a credit last year of $220,725. Additions and betterments to equipment,
$2,116,956 as against $546,443 last year. Equipment retirements: a credit of
$1,800,185 as compared to a credit last year of $1,321,294, and the total would
be $17,000,000 as against an actual expenditure last year of $2,630,294 and a
budgeted expenditure in 1945 of $15,008,000.

Less—Portion of projects included in the above 1946 requirements
which will not be physically completed by December 31, 1946.

Mr. Gisso~n: How much did you invest in the Pacific Communication System
taken over from War Assets this year? I believe it was quite a substantial
amount?

Mr. Vaucaax: We did not invest very much ourselves in the Communication
System, out there, except to the extent that we have bought some of their
equipment since. The expenses of that were paid by the government and the
work was done jointly by the Canadian National, ‘the Canadian Pacific, and
British Columbia Telephone.

Mr. Gmson: But now you have taken them over into your own name, have
you not?

Mr. VauGgHAN: Not any great proportion of them as yet.

Mr. Gissox: If it is not readily available, it will be all right because it
will come up in due course.

Mr. Rem: I wonder if you would be good enough to stop off at that New
Westminster station and see what the Great Northern are doing, and see if it
is conducive to traffic?

Mr. VaveuaN: I will do so, Mr. Reid. :

Mr. GiBso~: I put him off there in December and he looked very unhappy.

Mr. JacgMmAN: Do you think the time will ever come when the cyctem
will not be asking the government for money for capital account?

Mr. VaveHAN: I think it is still a long way off. We are bound to have
capital expenditures every year if we are to keep this railroad up to date.

Mr. JackMAN: I mean capital expenditures beyond the amount you have
for depreciation on rolling stock. An ordinary company would obtain its
capital through depreciation of property, but you do not have a set-up for that.
If this were a private company it might not be able to borrow on its own
account. It would have to cut the cloth to fit the pattern. It might be quite
unable to go ahead expanding in this way. But, having the treasury of the
people to draw upon and to approve these budgets, you are able to go ahead
with this expansion even though it does not appear, over a term, to add to
the earnings of the railway. Surely there will come a time when parliament
must consider whether or not it is going to keep on advancing millions and
millions of dollars every year for capital expenditures for this railway which
do not net any return to the taxpayers?

Mr. Cooper: That item in the budget of $9,777,000 is not an addition to
the capital debt of the railway; it is entirely a refundmg proposition.

Mr. Jackman: But referring to $22,550,000°?
Mr. Coorer: Out of the $22,550,000 the $9,777,000 is really a refunding.

b

|
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Mr. Jackman: But if you take the $9,777,000 off you have got about
$13,000,000 net capital expansion being put up by the taxpayers, yet we are
foreshadowing greatly decreased revenues and we already have a proprietorship
account of $9,777,000 on which we get a very small return. This year, I think
it was 1 per cent.

Mr. Coorer: The item of $7,000,000 can be considered substantially as a
refunding proposition.

Mr. Jackman: That takes it down to $5,000,000.

- Mr. Coorer: We have $22,550,000 net capital of which $16,777,000 is
substantially refunding, making additional capital of $5,773,000.

Mr. Jackman: That is right.

Mr. Coorer: And we expect to earn $7,500,000 from operations. So,
according to our bhudget estimates we will not ask for any money from the
government, that is there will not be any inerease in our capital debt in 1946.
If we borrow $10,000,000 for refunding, it is not an addition to the debt.

Mr. VaugHaN: Every railroad in the United States have such a policy;
when they buy new equipment, they issue new securities to cover it.

Mr. Jackman: Yes, but they often have receipts from their rolling stock,
or they pay it off gradually out of earnings.

Mr. VaueHAN: So do we; we pay it off serially each year. For example,
here is an item out of the Canadian Pacific report; your approval will also be
requested for capital appropriations of $42,000,000 in the year 1946. Their
capital budget is much higher than ours.

Mr. Rem: What about this item I see here about hotels; what position is
the new hotel in Vancouver in? How are they getting on financially?

Mr. VavgaAN: We have been doing reasonably well there. A rental is
being paid to the Canadian National for the use of the hotel and the operating
company is making a little money and dividends have been paid for the last
two years to each railway on the operation of the hotel.

Mr. Prcarp: If we listened to your suggestion yesterday, or if the Canadian
Ne}tional were ‘treated in the same way as. American railways have been by
being able to reduce their capital you would have been in a better position
with respeet to your surplus in 1946; you would not have to consider interest
on government loans, and so on, if you were in the same position as the
American railroads are after re-organization?

Mr. Vavenan: That is correct.

Mr. Prcarn: To what extent do you figure you would be in a better position?

Mr. VavegHaN: It would be hard to figure such an estimate, Mr. Picard,
but our whole position would be very much better if we had our fixed charges
adjusted to a normal basis.

Mr. Prcarp: The same as has been done in the American companies?

Mr. Jackman: They get a credit for the payment of surplus each year for
debt which they owe, the same as the American railroads get a reduction in
he bonds which they owe.

. Mr. Prcarp: In Canada we have assimilated all the loans when the organiza-
tion of the Canadian National took place which might have been passed on to
the public as was done in the United States.

Mr. Jackman: When they re-organized.

Mr. Vavgaax: When they re-organized so much capital and bonded indebt-
edness was written off.

. Mr. Picarp: But we have assimilated the whole of the charges and we
still have them on our shoulders.

.
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Mr. JackMman: In connection with the $42,000,000 of the Canadian Pacific
Railway Company for capital expansion over the coming year, is that money
to come from increasing bonded indebtedness?

Mr. VauvcHAN: We have no way of knowing how they will finance that;
I would not like to speak for the Canadian Pacific. But if they buy considerable
new equipment I would be surprised if they did not make a public issue to pay
for it.

Mr. Jackman: For new rolling stock?

Mr. VaveHAN: Yes.

Mr. JackMAN: It would probably come out of surplus earnings. In connec-
tion with railroading on this continent, is it not a fact that they would all require
—with perhaps an exception here and there—an increase in their bonded indebted-
ness or proprietorship account, probably for decades ahead as far as we can
see? Are they all still capital consuming industries? None of them has reached
its peak yet. They all require money each year to improve their service beyond
any amount coming out of their own till, out of their own operating charges.
Do they have to go to the public every year, all the American railroads, to carry
on expansion programs, or do some of them not have expansion programs?

Mr. VavcaAN: I think that nearly all the railways, if they buy new equip-
ment, issue securities to cover the equipment.

Mr. Jackman: I realize that it is a very cheap way to finance railroads,
but even so some of them are not increasing or doubling the amount of railway
stock outstanding.

Mr. VaueaanN: That may be so, but funds for expansion, in one way or
another, may be built up from reserve, built up in the last few years. _

Mr. WaLton: They are appealing for increased freight rates in the U.S. at
the present time for that purpose.

Mr. Jackman: Wouldn’t that be a better way than for us to keep asking
the public for more money?

Mr. Rem: If you increase the freight rates, be sure to increase them for
the central provinces. ;

Mr. VaveuAN: Our position has been improving right along.

The Acting CHAIRMAN: Is is the wish of the committee to adjourn now
until 11 o’clock tomorrow? ‘

Mr. Prcarp: I was about to say: that since we have gone into the details
of most of this in this year’s balance sheet and operations and expenditures, and
since this is along the same line, could we move the approval of the budget today
and so get rid of it? There are only questions of detail?

Hon. Mr. Crevrier: We have gone over the greater part of it with respect
to last year. :

Mr. Prcarp: We have questioned the officers about most of these things.

Hon. Mr. Cuevrier: Mr. Reid has one question he would like to ask.

Mr. VaveaaN: We might deal with that budget when we deal with the
West Indies Steamships budget. '

Mr. Nicuousoy: If we are meeting tomorrow I think we might adjourn
now and continue with this. Some of us have not had a chance to look through
this yet. I think we will finish tomorrow anyway.

The committee adjourned at 6.05 p.m. to meet again on Thursday, May 16,
1946, at 11 o’clock a.m.
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APPENDIX “B”

CANADIAN NATIONAL RAILWAYS : &

CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED
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SUMMARY OF FINANCIAL REQUIREMENTS—YEAR 1946

1945 1945 1946 Details
Budget Actual Budget on Page

$ $ $
OpPERATING BUDGET—
T T R RN R el N SR R S 25,000,000] 24,756,130 7,500,000 2
CariraL Bunger—
Additions and Betterments......... R N, LS 15,008,000{ 2,630,294 14,000,000 3
New Equipment.............c..... .| 24,606,000 10,078,911} 8,863,000 4
Acqguisition of Manitoba Radbway ... .....00 .o o i il e 7,000, 000 5
1,015,000 829, 020] 410, 000] 6

Acquisition of Securities................... - ek
Retirement of Maturing Capital Obligations, including|
Sinking Fund and Equipment Trust Principal Pay-
T R R S DA S WL ERNT s W S ST Sl e SO 10,777,000{ 10,771,225 9,777,000 7

51,406,000, 24,309,450 40,050,000

Less amounts available from Reserves for Deprecia-
tion and Debt Discount Amortization........... .. 18,000,000{ 16,775,951 17,500,000

Total Capital Budget..............coouenes | 33,406,000 7,533,499 22,550,000

STATUTORY ' A UTHORIZATION—

Pursuant to The Trans-Canada Air Lines Act, 1937, the Canadian National Railway Company has
subseribed for all of the shares of the capital stock of Trans-Canada Air Lines. The initial capital stock
was $5,000,000, on which to December 31st, 1945, calls had been made amounting to $4,600,000. The .
capital stock was increased to $25,000,000 by the 1945 amendment to the Act. During 1946 the Canadian
National Company may be required to meet additional calls on the capital stock amounting to $14,000,000
to enable Trans-Canada Air Lines and its subsidiaries to finance their 1946 capital budgets.

OPERATING BUDGET

ek 1945 1945 1946
Budget Actual Budget

$ $ $
Operating Revenues—

(a) Operating Revenues, excluding (b)and (¢).................. 428, 657,000| 429,565,715 381,251,000
(b) Payment under Maritime Freight Rates Act (20%)......... 3,630,000 3,519,878 3,042,000

(¢) Payment of deficit in the operation of P.E.I. Car Ferry and
LESgacan - RO e s g e We AN B B L U S R R 713, 000 687,800 707,000
5 433,000,000| 433,773,393| 385,000,000
T TR SO S RN AR, PSR SR L e s 1 354,800,000 355,294,048| 325,500,000

BB Oberating REVENUoR s st bin s s b gon e o 78,200,000 78,479,345 59,500,000
6,900,000 7,395,073 7,174,000

Net Income Charges, excluding interest

nterest on Funded Debt—Public..............coooooo... 26,035,000, 26,021,784] 23,377,000
terest on Government LOANS. ......ovvvvvneeerinnn.. Bl el 20,256,000 20,306,358 21,449,000
Total Incomechmfedh [l st L U T b 53,200,000, 53,723,215 52,000,000

B o I e NS R R A b o) T 25,000,000, 24,756,130 7,500,000

T NOTI:.—The 1946 Budget includes $1,991,800 for contribution to the deficit of the I.C.R. and P.E.I.
Vident Fund also $100,000 for contribution to the Grand Trunk Superannuation Fund Association.
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ADDITIONS AND BETTERMENTS

—_— 1945 1945 1946
Budget Actual Budget
$ § $
ADDITIONS AND BETTERMENTS—
LT P T RN B R R S SAR N AR SIS SR AEY 1,341, 750,440| 1,686,067 k|
Central Reglon ................................................. 6,109, 624 1,755,917 5,914,660
L E LT D e R S O O o . B S P e i 2,963,779 1,249,109 3,109,860
Grand Trun Western Railrond CoOmpany £ . o vuriforioi 1ot 1,529, 246 840,456| 1,985,729
Eential Pormont BaAllWaY ... i oit v, % daona st mindorie st ek e i 203,045(Cr. 204,791 344,931
T T T T R e e S RS NN s S 281,097|Cr. 765,261 1,967,705
Express, Telegraphs, and other departments.................... 2,089,009/Cr. 220,725 1,674,277 :
Additions and Betterments to Equipment...................... 2,519,845 546,443 2,116,956 Y,
T HIPTOan Y ROTIOINEIS . o b o s s LTS v Cr.2,028,995/Cr.1,321,294/Cr.1,800, 185 ‘al

15,008,000{ 2,630,294 17,000,000

Less.—Portion of projects included in the above 1946 require-

ments which will not be physically completed by December 31,
B o S e I I R s o A IARE S E L s v a5 o a4 it s b ol s P i 3,000,000

i PR e TRy O e A TAg o iy e L 15,008,000{  2,630,294| 14,000,000

(see attachment Page 3-A)
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ALL-INCLUSIVE SYSTEM
ADDITIONS AND BETTERMENTS BUDGET-YEAR 1946
EXPENDITURES LESS RETIREMENTS APPLICABLE TO CAPITAL ACCOUNT

Grand Subsidiaries
Atlantic Central Western Trunk Central Departments
—_ Region Region Region Western Vermont and Total
Lines Railway Equipment
$ $ $ $ $ $ $
Roap—
N OW e s R e e R e i s s 175,000 ) g oy PRSP REEd
Rails and Fastenings........ 80, 330 266, 044 243,351 204,150
Tie Plates and Rail Anchors 195,777 575,745 514,858 106, 250
BRIBBE Y, o e 201,710 I Rl R 306,670
Widening Cuts and Fills, ........ . IR B o e o e s e s Mk s A Iy Bl s o
Ditching, Drainage and Sewers......................... 20,479 6,885 63,540 5,420
Rrge Bt i h b AL SRR £ - v 15 s s T ety s e N | Lr 0t 85,0001 Cr. 302:800 1. ....0000 daw. s
Lape Passofiper DOrdhiley, S0 . ., oo il giesing Pios e et Or suile 60, 000 206, 788 T s
Yapds, Trnoks andSidings: . 0. o, oSG o 73,886 356, 530 113,359 290, 000
RoOsdWEY MachAROS: w00 e fen it n il wsiss 0 e et 14,460 186,440 146,575 41,960
Bridges; Trestles and Culverts...... ... .l00cuvah. s s 156,088 403,408 556, 508 22,600
AL R R TN SR o TR Rl R R ) TR e R 1S SRR OB o0t e s
Highway and Crossmg Broteetion. . (0 . s i TSRS 10,815 39,498 2, 70,900
Stations and Station Facilities.......................... 110, 150 547,965 448, 533 101,050
ottt e R O S T g N N TR R RSP RS  HL 6,461 50, 503 139,001 39,120
01 T o S W B N SN e BT S < 6,700 83, 621 127,680 5,
Shops, Enginehouses and Machinery............,....... 261, 286 1,907,746 727,841 122,118
PTG Y ey R e GRS T e 0 W IR I BT e Cr. 14,850 s
BIEnRIS ANd INEeTIOCKBIA. o o o uid e v o/r s msa s st e dhin s nech ain 24,510 175,378 40, 127 52,950
A e R S S S A BT ¢ B ) e SN SN S SR B (IR W Gl s i b (R e
Tel T BTN 1) SEUTRRL AT e RS (et T TS SRS o ] TR SRR A R ek
................................................. 4, 13, 500 3, 3,500
General Additions and Betterments and Contingencies 173,791 618,279 | Cr. 252,481 94,160 51,014 | Cr. 236,028 448,735
i 13 s T STy e AWk T B 1,686,067 5,911,770 3,108,510 1,525,848 259,216 1,415,916 13,907,327
EQuiPMENT—
Addifiohs and Béttermonts to. Bquipment. .. 5. v i i ]ot s vt bsin liowioesu s v fo i b bsiieen s o 448,401 84,015 2,116,956 2,649,372
3T bt T o R B R T AR R VTR T o i) (ATt e BT o O e S e B WS e e S S Cr.1,800,185 |Cr. 1,800,185
Express and Miscellaneous Equipment.................ofoceiiiiia. 2,890 1,350 11,480 1,700 , 376 203,796
S g AL et Tl SRR S IR { TS d i (e 2,890 1,350 459,881 85,715 503, 147 1,052,983

ONIddIHS ANV SAVMTIVY
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j ALL-INCLUSIVE SYSTEM—Con.
ADDITIONS AND BETTERMENTS BUDGET-YEAR 1946
EXPENDITURES LESS RETIREMENTS APPLICABLE TO CAPITAL ACCOUNT

1 Grand Subsidiaries
Atlantic Central Western Trunk Central Departments
_— Region Region Region Western Vermont and Total
i Lines Railway Equipment
$ 8 $ $ $ $ $
25 oy e e AL L R T e e Bl SR SR LB e SR 0 RN - NS T R R R, | AN WSROI i 1 PO S e 71,985 71,985
T R e RN e Tl G S AN TR G e T ) RO R A A N ) MG ar O 1,967,705 | 1,967,705
Total Estimated Additions and Betterments. .............. 1,686,067 5,914, 660 3,109,860 1,985,729 344,931 3,058,753 17,000,000
Less.—Portion of projects included in the above require-
ments which will not be physically completed by
17T ST L SRR T T U T S e W - VLR 5 O )RR ) 5 et it R I8 SR Tl TR st e o e SO 3,000,000
Nt EatinatediAdaibions and: Betternenth - o, il 1o o ant do | o noaoads 10 1 lpibaand Ll - Sndimi il e Voiagdn 14, 000, 000
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CANADIAN NATIONAL RAILWAY SYSTEM
New Equipment Purchases

L Canadian National Railway System

650 Box Cars to be delivered between January 1, 1946 and March 31, 1946,
at a cost of $2,872,000 (part lot of 2,500 cars from 1945 program).
To be financed through the 1945 Hire Purchase Agreement. No budget

funds required.

Equipment for which financial provision is required in 1946:—

30 Coaches. Authorized in 1944 Budget. Delivery expected in 1946.

10 Baggage Cars. Authorized in 1944 Budget. Delivery expected in 1946.
200 Refrigerator Cars. Authorized in 1945 Budget. Delivery expected in 1946.
400 Box Cars. G.T.W. Authorized in 1945 Budget. Delivery expected in 1946.

10 Mail and Express Cars. Delivery expected in 1946.

10 Diesel Switchers. Delivery expected in 1946.

6 Diesel Switchers—G.T.W. Delivery expected in 1946.
Total Cost including Sales Tax and Inspection Charges.....

\

$ 8,863,000

Equipment for which orders will be placed in 1946 but for which financial provision is

not required in 1946:—

20 Sleepers. Delivery expected in 1947.
100 Refrigerator Cars. Order to be placed in 1946 but delivery expected in 1947.

Total Cost including Sales Tax and Inspection Charges..... $ 3.715,000

! CANADIAN NATIONAL RAILWAYS
& ! Acquisition of the Lines of The Manitoba Railway Company

The Manitoba Railway Company is an amalgamation of:—
Northern Pacific & Manitoba Railway
Winnipeg Transfer Company

Portage & North Western Railway
Washada & North Eastern Railway (No mileage constructed).

5 : Mileage of the lines is as under:—

N A3t M ERaBK, (6 5irs e b Lafii ao'a vl datserai oo s o B kb g 348-81

N Second. Madgn Fracki . ot NG IS S il 4-29
137-66

Bpurs, eidinge and Fard draeksy. . /s el Al il i Ny
g These lines comprise important conmecting links for our train operations through Winnipeg
5 Ter{nmal and to Portage la Prairie and Brandon as well as the line over which Northern
Pac1_ﬁc and Great Northern trains operate into Winnipeg. Capital expenditures by C.N.R.
Or improvements during the term of the lease to December 31, 1945, amounted to $966,001.55.

%
R On January 15, 1901, these lines were leased to the Province of Manitoba for 999 years.
s On February 11, 1901, the lease, together with option to purchase, was assigned to the Canadian
s Northern Railway Company. The rental was:— g
9%
g7 Lt B U T T e S L) TR S USRI e I S K N $210,000 per annum
£ Slanonid - 10 FOBTN v £ 2. 23 Rk g S S AL e o s S 225,000 “ -~

TS G K g - SO YT (e Sl e A T 275,000 « ¥

300,000 * ¥

Romainsng period ' 50000 alinfnl dv vt insae s s S Ve s

The present estimated annual saving resulting from the purchase of the lines is:—
$ 300,000 00

f i Preeit wmpual Yol . v s s e b R R SR b bl o
i Purchase price of $7,000,000 at interest rate of, say, 3%....... 210,000 00
Annu»dlsaving......................: ................... $ 90,000 00

The option to purchase is for $7,000,000 at any time during the lease.
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CANADIAN NATIONAL RAIL

ACQUISITION OF SECURITIES

WAYS

1945 1945 1
Budget Actual Budget
. $ $ $
Toronto Terminals Railway—
Joint with Canadian Pacific Railway Co.
General Additions and Betterments— 4
N AR DEORORLION DOY 2 o5 g s o v e igars s h e S5 e mic H 5 45 100, 000 100,000 1. .50
Northern Alberta Railways—
Joint with Canadian Pacific Railway Co.
General Additions and Betterments—
CoNLR. proportion 509 .5 b S I IS 0 R L 600, 000 400, 000 250, 000
Chicago and Western Indiana Railroad
Advances under agreement of March 1/36..................... 150, 000 155, 244 160, 000
Atlantic and St. Lawrence Railroad
Pirchasoof-Capitab Bloel. . v . o il iy A e el s 10,000 T A e
Northern Railway of Canada
800 F R Erolorintinl Bonlly: .« i - <t rin oo A a5 i ol w5 s rass e ! i S B
Stanstead, Shefford and Chambly Railroad Company
Purchase of 4% Debenture Bonds.................ccovvvnuenn. 155, 000 156,885 | cocivaiia
1,015, 000 829,020 410,000

RETIREMENT OF MATURING CAPITAL OBLIGATIONS, INCLUDING SINKING FUND
AND EQUIPMENT TRUST PRINCIPAL PAYMENTS

= 1945 1945 1946
Budget Actual Budget
S $ $ $
RETIREMENT OF MATURING CAPITAL OBLIGATIONS—
Indebtedness to State of Michigan re Wider Woodward Avenue,
T R e e RO O e SO O G 430, 000 430, 668 430,000
54% Province of New Brunswick Debentures.................... 818, 000 818,000: |. . x a1z o
1,248,000 | 1,248,668 430, 000
SiNkING FuND PAYMENTS—
2%, Canadian National Rlys. Guar. Deb. Stock (1927). .........{e..covien... Cri - 58800 . 200 e
49, St. John and Quebec Rly. 1st Mtge. Deb. Stock............. 6,227 6,227 6,227
6,227 387 6,227
EqurpMaNT PRINCIPAL PAYMENTS—
439, Can. National Rly. Equip. Trust Series “L"............... 1,050,000 | 1,050,000 |...........-
23% Can. National Rly. Equip. Trust Series “O”............... 1,430,000 | 1,430,000 1,430,000
219, Can. National Rly. Equip. Trust Series “P"............... 500, 000 500, 000 500,
2}% Can. National Rly. Equip. Trust Series “Q”............... 650, 000 650, 000 650,
3% Purchase of Rly. Equip. 1936 (Dom. Gov’t) Repayable
T R R R e T e 517,173 517,173 517,173
31% Purchase of Rly. Equip. 1940 (Dom. Gov’t) Repayable
|03 e SR e ST e SN o L S A RN 991, 968 991, 968 991,963_
3}% Purchase of Rly. Equip. 1941 (Dom. Gov’'t) Repayable
..................................................... 1,382,634 | 1,382,634 | 1,382,634
2&% Purchase of Rly. Equip. 1943 (Dom. Gov't) Repayable i
..................................................... 1,561,667 | 1,561,667 | 1,561,667
2&% Purchase of Rly. Equip. 1944 (Dom. Gov’t) Repayable
..................................................... 868,728 868,728 868,728
2}% Purchase of Rly. Equip. 1945 (Dom. Gov’t) Repayable 5,411
L R o R A i o 7y S et oyl 0 S B P (TR S T B e oty 8
21% Gra.nd Trunk Western RR. Equip. Trust 1941.............. 570, 000 570,000 570 000
9,522,170 | 9,522,170 9.340,581
10,777,000 | 10,771,225 | 9,777,000

4
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED

—— 1945 1945 1946
Budget Actual Budget
$ $ $
OPERATING BUDGET—
Operating TRevenuss. .. ok oo cini il 05 SR vh s i sahs v s P eo i 4,503,272 | 4,412,251 3,677,000
DCTRIADE TEXPBIIOR, i v 5] woin s et 5 wtvin b it sodon s & 4o & woriiars Shrbia 31U 2,850,584 | 2,849,091 2,790,000
Net Operating Inoome.. .l T u s coihs i b o soud veibun 1,652,688 | 1,563,160 887,000
Ly g Byt R TRl S S MR LR T R 8 5 o (R, S e, D 216,842 175,000
Interest Requirements on 5%—25-Year Bonds due 1955, principal 3
AR TS R ) T SR e ey TR RS R A P T 470,000 470,000 470, 000
U.S. Exchange premium on bond interest....................... 51,700 50,917 49,500
Interest on Government Notes and Advances................... 145,988 142,999 126, 500
Bl 2 L T R, N PR 985,000 | 1,116,086 416,000
Carrrar BupGeET— x
Purchase of 3'diesel-driven cargo Vessels. ... i.i. o vheraesnesseai|sarsanironssads sossssunin. 3,750,000
Purchase of vessel from Park Steamship Company.............foeeeieiiai]oen i, 450,000
........................ 4,200,000

Nore.—Funds for the purchase of these four vessels will be taken from the Vessel Replacement Fund.

'3
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MINUTES OF PROCEEDINGS

Room 497, Houske or COMMONS,

THURsDAY, 16th May, 1946.

The Sessional Committee on Railways and Shipping, owned, operated and

‘controlled by the Government, met this day at 11.00 o’clock am., Mr.

MecCulloch (Pictou) in the chair.

Members present: Messrs. Chevrier, Bourget, Emmerson, Gibson, (Comoz-
Alberni), Harris (Grey-Bruce), Hazen, Jackman, Kuhl, McCulloch (Pictou),
Moore, Mutch, Nicholson, Picard, Pouliot, Reid—15.

In attendance: (Representing Canadian National Railways): Mr. R. C.
Vaughan, Chairman and President; Mr. N. B. Walton, CB.E.; Mr. T. H.
Cooper; Mr. N. J. Macmillan, General Counsel; Mr. W. S. Thompson, Director
of Public Relations and Mr. S. H. May, General Auditor; (Representing G. A.
Touche & Company, Auditors for National Railways): Mr. O. A. Matthews;
(Representing Department of Transport): Mr. C. P. Edwards, Deputy Minister
and Mr. F. M. Maclennan, Assistant Deputy Minister and Comptroller.

Mr. Vaughan filed replies to questions previously asked by Messrs. Reid,
Nicholson, Jackman; also a statement showing C.N.R. revenues and expendi-
tures by Regions for 1945,

Mr. Pouliot asked to put on record a tribute to the excellent work done
during the period of the war by the following C.N.R. officials: Mr. J. P.
Johnson, Moncton, Vice-President and General Manager, Atlantic Region and
Mr. Frank Griffin, General Superintendent, Quebec City.

Consideration was resumed of the 1946 Budget for Canadian National
ailways.

On motion of Mr. Reid, it was

Resolved,—That the Committee adopt the Canadian Natoinal Railways
Budget for 1946. Carried on division.

Mr. Vaughan gave a short history of Canadian National (West Indies)
Steamship Line and was questioned thereon.

Mr. Vaughan read the Annual Report for the calendar year 1945 of
Canadian National (West Indies) Steamships Limited and answered questions
I connection therewith.

Mr. Pouliot pointed out that the total (actual) cost to the Government
of the operations of the SS. Line as compared with a (potential) cost, if

Certain subsidies had been paid, was very small (less than $2 million) consider-

Ing the gain which accrued to Canada as a result of the development of our
trade with the West Indies.

111
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After considerable discugsion, Mr. Nicholson moved:. That this Committee
recommends that the management of Canadian National (West Indies) Steam-
ships Limited make representations to the Dominion Government to absorb
the $5,059,960 of Dominion of Canada advances appearing in the liabilities
side of the Line’s Consolidated Balance Sheet for the year ending December
31, 1945.

The Committee adjourned at 1.00 o’clock p.m., to meet again this day at
4.00 o’clock p.m.

AFTERNOON SITTING
The Committee resumed at 4.00 p.m.

Members present: Messrs. Chevrier, Bourget, Emmerson, Harris (Grey-
Bruce), Hazen, Jackman, Kuhl, LaCroix, McCulloch (Pictou), Moore, Nicholson,
Pouliot, Reid—13.

In attendance: The same officials as are named above.
Discussion on motion of Mr. Nicholson.

Mr. Hazen moved an amendment thereto: “That all the words after ‘that’
be left out and the following substituted therefor: The Committee adopt the
consolidated balance’ sheet of Canadian National (West Indies) Steamships
Limited as shown in the Annual Report for 1945.” .

After discussion, the question was put on the amendment, and was carried.
On motion of Mr. Reid, it was

Resolved,—That the 1945 Report of Canadian National (West Indies)
Steamships Limited and their 1946 Budget be adopted by this Committee.

Mr. Cooper, Comptroller, The Canadian National Railways Securities
Trust, read the report of the transactions of the Trust for the calendar year,
1945, and was questioned thereon.

On motion of Mr. Reid, the said Report was adopted.

Mr. O. A. Matthews, of George A. Touche & Company, was called.

He read the 1945 Report to Parliament of the Auditors for National
Railways and Canadian National Railways Securities Trust and was questioned
thereon.

On motion of Mr. LaCroix the said Report was adopted.

On motion of Mr. Reid, the 1945 Report of the Auditors of Canadian
National (West Indies) Steamships Limited was taken as read, considered an
adopted. .

The following items of the Estimates for the year ending 31st March, 1947,
were considered:

Vote No. 422, Maritime Freight Rates Act—Canadian National Railways;
On motion of Mr. Reid, the said item was adopted.

Vote No. 423, Maritime Freight Rates Act,—Railways other than Canadia®

National Railways;
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On motion of Mr. LaCroix, this item was adopted.

Vote No. ‘469, Prince Edward Island Car Ferry and Terminals—Deficit,
1946;

On motion of Mr. LaCroix, this item was adopted.

It was agreed that the Acting Chairman should report to the House
accordingly.

The Minister of Transport (Hon. L. Chevrier) filed with the Committee a
Report for 1945 of the operations of Hudson Bay Railway, which is printed as
Appendix “C”.

The Minister of Transport informed the Committee that he had received
- a note from the Minister of Reconstruction and Supply (Hon. C. D. Howe)
with reference to Trans-Canada Air Lines and asked if it would be agreeable
to the Committee to sit on May 28 to consider all matters relating to T.C.A.

The Committee adjourned at 6.00 p.m. to meet again on Tuesday, May 28,
1946, at 11.00 o’clock a.m.

T. L. McEVOY,
Clerk of the Committee.
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REPORT TO THE HOUSE

Fripay, 17th May, 1946.

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

SECOND REPORT

Your Committee has considered the following items of the Estimates for
the year ending March 31, 1947, referred to your Committee on 15th April,
1946, and recommends the adoption of the said items, namely:—

Vote 422, Maritime Freight Rates Act—

Canadian National Railways ...................... $3,042,000.00
Vote 423, Maritime Freight Rates Act—

Railways other than Canadian National Railways .. 900,000.00
Vote 469, Prinece Edward Island Car Ferry and Terminals—

Deficit 1946 ..... R R e T e s 707,000.00

All of which is respectfully submitted.

H. B. McCULLOCH,
Vice-Chairman.

e o e D




MINUTES OF EVIDENCE

House or CoMMONS,
May 16, 1946.

The Sessional Committee on Railways and Shipping met this day at 11
o'clock a.m. The Acting Chairman, Mr. H. B. McCulloch, presided.

The Acring CHAIRMAN: Gentlemen, we will come to order. Mr. Vaughan
has answers to some of the questions which were asked yesterday.
Mr. VaveuAN: The first is a question asked by Mr. Reid:

Q. What was the total amount paid to the Great Northern Railway
in 1945 for running rights over the line from Vancouver to New West-
minster?

A. The amount was $169,533.

The mext question asked by Mr. Reid, and coupled with that is some
information about Quebec, asked by Mr. Nicholson:

Q. What were the amounts collected for provincial meal taxes on
Canadian National Railways dining cars for the year 1945? ¢

A. Amount collected and paid to the: Province of Saskatchewan, $2,722.60;
Province of Quebec, $13,611.19. '
The next question by Mr. Nicholson:

Q. What were the financial results of operation of the Northern
Alberta Railways for the last ten years?

A. The profit or loss (shared equally by C.N.R. and C.P.R.) was as under:—

Year 3 Profit Loss
1936 » $1,257,472
1937 . . 912,233
1938 1,242,143
1939 1.276,262
1940 0924 423
1941 808,899
1942 $1,374,900

1943 2,506,453

1944 ' 466,565
1945 884,227

Then, Mr. Jackman asked:

Q. What was the total amount of Dominion of Canada loans out-
standing at December 31, 1922?

A. Principal of loans, $506,945969; Unpaid interest on loans, $69,3283803.
Total, $576,274,772.

i Y
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Then we were asked to supply a statement showing revenues and expendi-
tures by regions for 1945. That statement is as follows:—

NET OPERATING REVENUE BY REGIOXNS, ETC.

YEAR 1945
Canadian Lines Revenues Expenses Net
Atlantic Region.. .. .. .. .. $ 50,816,824 $ 51.290,719 $ 473,805 *
Central Region.. . . <. s 189,365,327 130,619,230 58,746 .097
Western Region .. .. .. 125,660,155 85,188,906 40,471,249
Common Expenses, such as de-

preciation, general adminis-

tration and provision of

s o e e P o 29,495,815 29,495,815 *

Express, excluding railway ! -
proportion of revenue includ-

Eihadboyes s o e vl 10,517,184 10,279,879 237,305

Commercial Telegraph Depart-

I e S AR L B e 7,540,500 6,807,970 732,530
RROLAL 2 e ni T g s b $383.899,990 $313,682,519 $ 70,217,471
A Laney e o s ol 49,873,404 41,611,530 8,261,874

Bystewn. o SGuns $433,773,394 $355,204,049 § 78,479,345

* Figures in red.

This I believe completes all the questions asked, with the exception of
some information which Mr. Nicholson wanted relating to land sales. We
haven’t got that with us but we will file it later, while we are here.

The Acrine CHAIRMAN: Are there any questions?

Mr. Pourior: Up until now we have been talking in millions of dollars.
‘I have a simple request to make which will not even run into two dollars. I
wonder, Mr. Vaughan, if it would be possibl to make copies of the telephone
directory of Canadian National Railways at Montreal available for each member
of this committee. It would be of great assistance to us in getting in touch
with officials when we are in Montreal.

Mr. VaueHAN: You mean our internal directory?

Mr. Pourior: Yes.
Mr. VaveaaN: We will be glad to do that.

Mr. Pourior: Would you please instruct one of your men to telephone to
Montreal and have those sent to us?

Mr. Vaveaan: We will do that.

Mr. Pourior:  Thank you very much, sir.

Mr. EmMERsoN: * There was a return I asked for yesterday. Will that be
brought down later? It relates to a breakdown of repairs on locomotives on-the
various regions, more particularly with respect to the Moncton shop. Either
Mr. Walton or Mr. Vaughan said that could be given for Moncton and Riviére-
du-Loup.

Mr. Warton: T thought I had pretty well answered your questions in
regard to locomotive repairs, Mr. Emmerson. Is anything further wanted?

Mr. EmMmERsoN:  You made a statement on it. -

Mr. WaLton: Yes.

Mr. Emmerson: What I asked was in connection with pages 16 and 17,
the cost for 1944 and 1945 for locomotive repairs on the system, and I wanted
it by regions.

Mr. Warton: We can get that for you, Mr. Emmerson.

Mr. Pounior: When repairs are made to locomotives, do you add to the
cost of repairs the cost of transporting the locomotives? Supposing, for instance,
a locomotive is found to have something wrong when running between Riviére-

i 'JI
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du-Loup and Levis, instead of being repaired at Riviere-du-Loup it is taken
to Montreal; let us suppose it is taken to Montreal, would you add the cost
of transportation from the point of breakdown to Moncton or Montreal?

Mr. Warton: No.

Mr. Pourior: I have in mind an actual case.

Mr. WarTon: Whenever it is possible the engine is worked in service to
the repair point. If it is completely broken down and has to be hauled .to the
repair point, that is just a cost incidental to transportation, it is not segregated
and charged to any particular shop or point.

Mr. Pourior: No, no; but it means the repair is costlier. It does not
appear in the account as part of the cost of the repair?

Mr. Warton: No, not the cost of hauling the locomotive.

Mr. Pourtor: But the repair costs more because of transportation; is that
not true? ;

Mr. Wavron: There would be a certain cost due to hauling it, but usually
if it is hauled to a point further away, that is done in order to spread work and
because there would have been undue delay had the locomotive been held for
repair at the closest point. »

Mr. Pourior: And, by the way, is the Canadian National Railways satisfied
Eith the kind of repair work that is being done on locomotives at Riviere-du-

oup? .

Mr. Wavron: Yes, excellent work is being turned out at that shop.

Mr. Pourrtor: And would it be possible to have two shifts of men working
there on the repair of locomotives?

Mr. Warron: We have not gone generally into two shift work, feeling
that we can overtake the backlog of repairs to locomotives in a reasonable
period of time. That matter is one which is subject to re-survey periodically.
If we can overtake such backlog as there is with our present staff, we think it is
preferable rather than to have a sharp inerease in the number of men and then
a layoff in possibly a short time again.

Mr. Pourior: Of course, service work is most important.

Mr. Wavron: Yes.

The Acting CHalRMAN: Would you go on, Mr. Vaughan?

- Mr. Vavcuax: If Mr. Pouliot has finished. We had, I think, just finished
page 3 of the budget and we are ready now to go on with page 3 (a), which is a
breakdown by regions. :

Mr. Jackman: Mr. Chairman, in regard to the appropriation of $7,000,000
for the acquisition of the Manitoba Railroad, the president said that this
matter has been taken up with the Department of Finance in order to get their
general approval I suppose to the budget, but before voting on that particular
ltem I should like to have the specific information that finance and revenue
Were definitely of the opinion that from the standpoint of Canada as a whole it
Was advantageous to purchase this Manitoba Railroad from the Great Northern.

he matter of taxation is one which complicates it, and which makes it different
from an ordinary business deal. May I ask in the meantime who pays for the

- Upkeep of the railroad for which the National pays $300,000 a year rent?

Mr. Vavcuan: We do.

Mr. Jackman: You maintain it intact?

Mr. VaveuaN: Yes sir.

Mr. Jackman: So the $300,000 is net to the Great Northern, is it?

Mr. Vaueuan: That is merely the rent which we pay them. We have to
bay all the operating expenses on the line. ‘
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Mr. Jackmax: For how long is the lease?

Mr. VauGHAN: 999 years.

Mr. Jackman: So it has an indefinite period to go yet?

Mr. VaucHAN: Yes, sir.

Mr. Jackman: Why is it that it now becames profitable or advantageous
for the Canadian National system to acquire that property, whereas it was not
advantageous before?

Mr. VavegaaN: Well, Mr. Jackman, the reason for it is that we are con-
sidering every possible means whereby we could reduce our expenses, and even
if we borrow the money at three per cent today, and we expect to borrow it at
less than that, the cost would only be $210,000 per annum, as against the $300,000,
thereby making a saving of $90,000 per annum.

Mr. Jackman: Yes, but as a friend of mine in one company says when
a good idea is brought forward, why didn’t you think of that long ago?

Mr. VaveHaN: We would all be a lot better off if we could put into
effect some of the ideas we got many years ago.

Mr. Jackman: This must have been staring you in the face for some
years. At the same time, this $300,000 which is paid the Great Northern
must be ‘subject to income tax, corporation income tax, at least to the extent
of the minimum rate of forty per cent, which would mean tax to the amount
of $120,000 to the treasury, which would reduce the net income of Canada
(looking at the C.N.R. and the government as one), whereas if you put
through this deal on a three per cent basis it costs the country $210,000 main-
tenance as against the $120,000 revenue. That is exactly the situation. So,
Mr. Chairman, before I vote for that I would like to have it clear in my mind
that this matter was concurred in by either finance or revenue.

Hon. Mr. Cuevrier: I can say this about it, Mr. Jackman, that a bill is
now in the course of preparation for the acquisition of the railway, subject of
course to the approval of parliament. It has been discussed with the Depart-
ment of Finance and they are perfectly satisfied that this is a good thing to do,
in so far as the affairs of Canadian National Railways are concerned. I cannot
2o beyond that.

Mr. Jackman: I do not doubt that. That is what has been happening
all across this country because of the higher rate of taxation, and it has an
effect on erown companies and particularly provincial governments who do not
pay taxes which private business does. Private business has been forced out of
many lines of activity. As an illustration let us consider elevators and creameries
in the west. They simply have had to sell out to cooperatives, which are also
subject to special tax exemption, for the simple reason that private business
cannot compete and pay the minimum of forty per cent tax against an owning
body which pays no tax whatever. Of course, if the government collects its
minimum of forty per cent tax on $300,000, which is $120,000, that brings the
net cost to the government down to $180,000 against a projected cost, if the

deal went through, of $210,000; so we are much better off as long as the forty

per cent tax rate on corporations is continued. Did I understand the minister
to say that a bill is coming before the House, to take this line over?

Hon. Mr. CHEVRIER: Yes. There will be full opportunity to discuss it at
that time. I have seen the bill and it has been approved by the legal officers of
my department, and I presume it will be coming before us in due course.
It is not ready yet. I think that within the next few weeks it will be before
the House for first reading.

Mr. Remp:  Mr. Chairman, I have one or two questions I want to ask about
that same line. There is one point about it that interests me, that is the question
of municipal taxes you have to pay after you become the owner of this line
and operate it; or, do you pay municipal taxes on it now?
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Mr. VaucuaN: We pay all municipal taxes now.

Mr. Rem: You do?

Mr. VAUGHAN: Yes. .

Mr. Rem: And you pay a straight rental for the use of the road and also
pay the municipal taxes?

Mr. VaveaaN: That $300,000 is merely the amount we pay for our right
to use their tracks.

Mr. ReEm: And so you will have no more taxes to pay after the acquisition
of the line that you paid, let us say last year?

Mr. VavcHAN: No.

Mr. Rem: Do American funds enter into this contract at all?

Mr. VaverAN: No, sir; we would pay them in Canadian funds.

Mr. Rem: And the rental is paid in Canadian funds?

Mr. VauvcHAN: In Canadian funds.

Mr. Pourtor: While we are discussing the acquisition of railways, have you
given any consideration to the acquisition of the Temiscouata Railway?

Mr. VavcaAN: That has been considered at different times, Mr. Pouliot;
but we have never yet felt that it would be to our interest to acquire that railway.

Mr. Pourior: You know that that is the only link between the Trans-
continental Railway and the Intercolonial?

Mr. VaveuAN: It is still being operated by the present owners. That link is
there.

Mr. Pourtor: Yes, but it would be a fine outlet for linking up between the
St. Lawrence River and the valley of the St. John River, and Maine and other
points of the States. '

Mr. VaucHAN: The Temiscouata has been an active subject at different times.
We do lend them some little assistance in connection with their operations, as you
probably know.

Mr. Pourior: I know that.

Mr. VavegHAN: That is a matter which will have to be dealt with at some
future time.

Mr. Pourior: But the door is not elosed?

Mr. VavcaAN: It is not very wide open, but it is not closed.

Mr. Rem: With regard to this line which is being purchased, do you con-
sider that it will be a profitable line to operate? Would it not be more economical
to consider bus and truck service in that area? There are 340 miles along there
on which you have spent nearly a million dollars for improvements up to the
present time, and you are now going to spend $7,000,000. I am asking you the
question, do you think this is a profitable investment, or could that area be
served by bus and truck?

Mr. VavcHAN: These are lines we could never do without. They were the
nucleus of the Canadian Northern Railway in the province of Manitoba. The
saving is almost entirely due to the fact that we can borrow money and purchase
the line for considerably less than it was costing us to lease it. That is the only
saving.

Hon. Mr. Cuevrier: Even if the line were operating unprofitably you are
still saving $90,000?

Mr. Vaveuan: That is right. A

Mr. Warron: In réply to Mr. Reid’s question in regard to trucks, these lines
produce a very large amount of grain, and that puts them out of the truck field in
as far as taking care of the territory entirely by trucks is concerned.
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The ActiNng CHAIRMAN: Are there any further questions you would like to
ask on the budget?

Mr. JackMaN: On page 3 (a) of the budget.

Mr. Pourior: Before we leave that, I want to pay tribute to Mr. J. P. John-
son, Vice-President of Canadian National Railways at Moncton, for the excellent
work he has done throughout the period of war. His job has been a very difficult
one and he has done it extremely well. I should also like to pay a special tribute
to Mr. Frank Griffin, General Superintendent at Quebec City. I think he has
done remarkably well.

Mr. VaucHAN: Thank you, Mr. Pouliot, we will be very glad to pass that on
to them. We think they have both done an excellent job.

Mr. Pourior: It was very difficult, and very well done.

Mr. VaucHAN: Yes.

Mr. Jackman: On page 3 (a), Mr. Chairman, additions and betterments—
large passenger terminals, $326,725; might I ask where that is being planned?

Mr. Cooper: Which is the particular region, Mr. Jackman?

Mr. JackmaN: I notice it says large passenger terminals. I do not suppose
there are very many large ones, Mr. Cooper?

Mr. Cooper: Edmonton is the one concerned.

Mr. Jackman: Do you think the whole amount will be spent there, largely?

Mr. Coorer: $159,000 of the $266,000 for the western region is Edmonton.

Mr. Jackman: That is quite a nice addition at Edmonton. What are you
doing to it?

Mr. VaveHAN: We are altering the station and putting in additional office
accommodation so that we will have better facilities there, and perhaps save some
uptown office accommodation.

Mr. Jacrman: Is there more traffic arising out of that area?

Mr. Vaveuan: That is correct. Edmonton is a very, very important point.

Mr. Wavron: The whole.item for the western region is at Edmonton. The
post office department are considering a new building as an extension to our
station on the east side. That involves taking down the building that we have
been using for office accommodation, and we are placing that office accommoda-
tion on the third floor, to be constructed on the present station.

Mr. Jackman: Was it found that, because of the tremendously increased
volume of traffic in Edmonton during the war years, the accommodation was
uncomfortable and inadequate to handle traffic?

Mr. Wavton: It was definitely overcrowded.

Mr. Vauvcaan: Edmonton is a place which is growing rapidly; even since
the war has ended, the volume of business there is being maintained.

Mr. NicuoLsoN: You are losing money on the operation of the Northern
Alberta Railway. Wouldn’t that indicate that business in Edmonton is really
falling off? ;

Mr. VavcHAN: No, sir; the Northern Alberta uses our station there, but
that is only a comparatively small branch line compared with the large number
of lines we have in and about Edmonton.

Mr. EmMmEersoN: With regard to equipment on page 3 (a), I note additions
and betterment to equipment; would that refer to rolling stock?

Mr. VaugHAN: Yes, sir. ;

Mr. EmuMerson: I notice it provides for new equipment on the (_}rand
Trunk Western lines; of course, the other is the American line. Why is it put

to the Grand Trunk Western? You transfer equipment, do you not, from oné
region to another?
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Mr. Vavcaan: That equipment is equipment which is loeal to the Grand
Trunk Western lines, and consists largely of putting in devices to take care of
loading of automobiles. We serve a large number of big automobile plants over
there, and these are special devices for the loading of automobiles.

Mr. Nicuouson: What about this item of $1,207,000 for stations and
station facilities? Where are they?

Mr. VaveraN: In the central region. What you see there are the plans
for this year.

, Mr. NicuoLson: We are very short of building materials at the present
time, but it would appear that you are going to make a considerable expenditure
in your central region in spite of what was said about toilet facilities by one of
the members yesterday. The member who brought that matter to attention
18 not in the committee of the moment, but if his region is to receive consideration
of the type he requested yesterday, then I suggest that we in western Canada
should be entitled to similar consideration. Out in Saskatchewan we have the
same type of stations as those about which he complained, and we have just
as severe, if not more severe winter weather. If these facilities are going to be
improved with respect to one part of Canada, I submit they should be provided
for other parts as well.

Mr. Pountor: The situation is the same in the west.

Mr. NicHoLson: Yes, we have even longer delays at terminal points than
was mentioned by the member who spoke yesterday; and, as I said, our weather
conditions are very much more severe, particularly the cold in the wintertime.

Hon. Mr. Cuevrier: I am afraid Mr. Picard will take issue with you
on that statement.

Mr. Warron: You will notice that these items are spread pretty well
across the country.

Mr. Nicuouson: They are over half in the central region.

Mr. WaLton: Yes, but that'is a very large territory. We are finishing a
new station at Midland, Ontario, to replace one that was burned down. Then
there are a number of small points where station buildings are being replaced,
some in case of fire, and some where they are being added to. It is pretty
generally distributed over the territory. Included in the same category is the
erection of a 15,000 ton ice house in Montreal, which we have found to be a
necessity, and that amounts to around $120,000 in one item alone.

Mr. NicuoLsoN: Where they were lost by fire, there is no room for
argument about the necessity; but where a new building is being put up where
you have facilities at the present time, in view of the shortage of materials,
- these might be better served at a later date.

Mr. Warron: This is not exclusively stations. There are items such as
bunkhouses for employees at Quebec, and a yard office which is required at that
point. . ,

Mr. VaveHaN: In fact I think the only new station that we have under
construction, exeept perhaps a small station that was destroyed by fire is the
Midland station; and that, of course, was to replace a station that was destroyed
by fire. We are not making any great additions to stations at all. There may
be the odd place where work is necessary. We are not going in for wholesale
remodelling of stations at the present time.

Mr. NicuosoN: How about in the western region? What are some of
your larger items? There is almost half a million in the western region.

Mr. VaveuaN: The largest item is Edmonton in the western region. That
will take up most of that amount of money.

Mr. Nicuouson: I think you gave that under large passenger terminals.
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Mr. VaucHAN: Yes.

Mr. NicuoLsoN: Further down for stations and :tamon facilities there 1s
$448 000.

Mr. VauvgaAN: We can give you some of those particulars.

Mr. WavLToN: One item at Transcona is an ice house, $75,000. Then there
. are section buildings at a number of points, $5,000. There is a coal dock at
Brandon, $20,000. They are largely operating items under this category.

Mr. NicHOLSON: Before we leave the budget I was going to ask you what
happens to labour personnel as your revenues fall off. Assuming that your
revenues fall off to the extent of 25 per cent, how soon is there a Teflection in
maintenance of way staff and the running crews? What is going to happen to
your total working personnel if the revenues continue to fall off?

Mr. Warron: The running personnel feel the effect of it, I would say,
immediately, or almost immediately. Station ~taff:, freight shed staffs, feel it
practically lmmedlately as business falls off, but in our “maintenance of track
and work such as that there will be a celtam slowing because of work that is
seasonable and has to be taken care of in the summer time without being tied
in definitely with the level of earnings at the moment. So that their lay-offs
ordinarily are retarded somewhat compared with the running men.

Mr. JackMAN: In the event of such a condition as Mr. Nicholson describes,
do the unions still ordain that the work shall be spread among a great number
part time or does the seniority rule for full time apply?

Mr. Warron: The various wage agreements have clauses as to how reduc-
tions in staff shall be made in the event they are necessary, and in each case
those requirements are complied with. In the running trades, as I mentioned the
other day, there is a certain mileage that a man is entitled to for a month if he
works. In work such as the shop trades there is a general provision that when
lay-offs occur you start with the junior men and work up the list.

Mr. JackmaNn: Instead of spreading the time you still have to give your
senior men full time and the recent employees have to be out in the cold?

Mr. Wavron: That is the general arrangement unless the situation gets
to a point where special negotiations take place in regard to a particular
difficulty.

Mr. JackMAN: So as far as spreading the work is concerned it is really out
of your jurisdiction once a contract has been entered into with the respective
unions?

Mr. Wavron: That is right.

Mr. NicuoLson: On page 4 we have a list of the new equipment purchases.
I presume these estimates have been made as a result of your estimated revenues
for the year. Assuming that your revenues had been 25 per cent greater would
it have been possible to have increased your purchases of new equipment to
provide additional employment in the matter of coaches or switches or express
cars? Is this sort of item affected by the dropping off of revenues?

Mr. VaveHAN: If there had been a prospect of our earnings being main-
tained at war levels no doubt we would have thought it necessary.and desirable
to order more new equipment, but with the prospect of declining revenues we
feel that this equipment here will take care of our needs for the time being.
¢ Mr. Jackman: Is there anything in that item of subsidiary companies,
$1,967,000, under the additions and betterments budget, of interest to the
committee? It is about $2,000,000.

Mr. VaveHAN: There is $1,500,000 of that prov1ded this year for a new
vessel for our Pacific coast eteamshlpﬂ

Mr. Pourtor: What page is that? Page 5?
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Mr. Jackman: No, on page 3-A, the fourth item from the bottom of the
page.

Mr. GisoN: Are you building that boat in Vancouver?

Mr. VaveaAN: We do not know yet.

Mr. Gimsson: The contract has not been let?

Mr. VavegHAN: The contract has not been let.

Mr. Rem: In regard to mail how seriously would the income of the railways
be reduced if all mail were to be carried by plane instead of by train?

Mr. VaugHAN: Have you got a statement there of total mail earnings?

Mr. Coorer: $4,204,000.

Mr. Rem: So it would really affect the revenues of the company to quite
an extent if all mail were carried by plane? There is quite an agitation being
made to carry mail by plane. Those who advocate it want quick mail.

Mr. VaueHAN: I suppose it will be a long time before that will be done
for short distances.

Mr. Rem: But it would affect the earnings of the company.

Mr. VaveHAN: That is our total earnings on mails, and anything that is
taken away from us would affect us to that extent.

Mzr. NicuoLsoN: Could we have that figure for the revenue from mails
again, and I wonder if Mr. Cooper has the comparable figures for the Canadian
Pacific Railway?

Mr. Rem: It is important in the light of impending events.

Mr. Coorer: In 1945 our mail revenue was $4,204,000.

Mr. Rem: How many millions?

Mr. Coorer: $4,204,000. Singularly enough in 1944 the mail revenue was
$4.204,000. The Canadian Pacific mail revenue in 1945 was $4,040,000.

Mr. NicaousoN: The C.N.R. has about 60 per cent of the mileage in
Canad as compared to the C.P.R. -

Mr. VavcHAN: It is much greater than theirs.

Mr. NicuoLsoN: You have about 60 per cent and they have about 40; is
that about right?

Mr. VavegaAN: Yes, I would think so.

Mr. REm: Are you giving any consideration yet as to where you might
have these diesel driven cargo vessels built? Have any steps been taken in that
regard? !

Mr. VavegaAN: They have been under construction for a long time. They
were a part of the wartime shipbuilding program. They were well under way
before the war ended, and we are buying them from the wartime shipbuilding.
They are not boats that have been ordered recently. They have been under
construction for some time. ‘

Mr. Rem: Is that vessel from the Park Steamships a 10,000 tonner or is it
one of the 4,700 tonners?

Mr. VavcuAN: It is one of the smaller boats.

. Mr. Pourior: Mr. Vaughan, I am most interested in that matter. I wonder
If your subsidiary company have bought some of the 10,000 ton boats that have
been built during the war?

Mr. Vaveaan: We have not bought any of the 10,000 ton boats. We have
bought one of the 4,700 tonners.

Mr. Pourior: Now, Mr. Vaughan, what is the total fleet of your subsidiary
Company ?
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Mr. VauvcHAN: I think it.is the intention after this is over to go into the
Canadian National Steamships, and I have a statement on that.

Mr. Pounior: It will be included in that?

Mr. VaucHAN: Yes.

Mr. Pourtor: The Canadian National Steamships will include the triangle
tour and everything of that nature?

Mr. VauvcaaN: No, the triangle tour is not included in the Canadian
National West Indies Steamships. We have a separate company called the
Canadian National West Indies Steamships, and we have a separate report for
that whiech we will come to as soon as we are through with the budget.

Mr. Rem: I would move the adoption of the budget.

Mr. Jackman: I think Mr. Pouliot has some questions on the triangle tour.
That is now before us if we want to discuss it. It does not come under the
West Indies.

Hon. Mr. Cugvrier: The annual report and the budget of the Canadian
National West Indies Steamships will be discussed and I think Mr. Pouliot eould
bring it up then.

Mr. Rem: I would move the adoption of the budget.

Mr. Jackman: May I ask a question about the Windsor station? We are
all finished with the capital cost of the Windsor station in Montreal?

Mr. Warton: That is the C.P.R. station.

Mr. VaueHAN: What we call our Central station.

Mr. Jackman: What is the total cost of that station up to now?

Mr. VaucHan: Have you got the figure, Mr. Cooper?

Mr. Cooper: I do not think I have that figure.

Mr. Jackman: I think you should advertise the name of that station a
bit. I have never heard the name of it before.

Hon. Mr. Cugevrier: There is no expenditure covered in last year’s budget
of this year’s budget for the Central station?

Mr. VaugHAN: Is there any item in our current budget for the Central
station? ;

Mr. Cooprer: It would be a very small item. The station is finished.

Mr. VavgEAN: We consider that the station is finished. There may be some
things turn up later on to be done, but for all practical purposes the station
is finished.

Mr. Jackman: How many storeys above the ground are you now? You
have got a projected plan to make an office building there?

' Mr. VaveeaN: That would not be an addition to the station. If we put
up an office building it would be in front of the station fronting en Dorchester
street. :

Mr. Jackman: You would not use the foundation at all?

Mr. VaveaaN: No.

Mr. NicHoLsoN: It has been taxed to capaecity during the war.

Mr. VaveHAN: It was certainly taxed to capacity during the war but i8
plenty big enough for normal times.

Mr. Rem: Although I moved the adoption of the report there is one question
I should like to ask. Has any thought been given to the transcontinental
trains having more time in the city of Ottawa? The parliament of Canada op
behalf of the people has spent millions of dollars to make this a capital worthy
of being seen by visitors and a credit to the country, and yet those who travel
across the country complain, and have complained to me and I suppose to you,
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that when the train comes into Ottawa, fifteen or twenty minutes is all the
time that the train stops. I am thinking of people from eastern and western
points. The train is going to Montreal, the great terminus, but I am thinking of
Ottawa, the capital of Canada. - I am thinking of it as an inducement to the
travelling public to see the capital. You stop at Edmonton for forty-five
minutes. You stop at Winnipeg for sometimes an hour and a quarter which
allows people to run around the city. Yet when you come to the capital of
Canada they can hardly get off the train to see where the parliament buildings
are. They are told, “Oh, do not go out of the station; the train will be leaving.”
I am wondering if any thought has been given by your company to a train
schedule that would allow the people of Canada who are travelling across the
dominion to have a little time to see these buildings in the eapital city.

Mr. VavcuaAN: We have given consideration to that. I doubt if it would
be practical to stop here for any length of time with these transcontinental
trains. They have got a long distance to go. Particularly in winter they
have got very severe weather conditions to encounter, and it is a difficult
enough job as it is now to get them over the road. I think that if people want
to see Ottawa and stop there for some time it is going to be necessary for them
to travel on other than the transcontinental trains. I do not think it would
be practical to do it. We would never get our trains over the road. i

Mr. NicmorsoN: You have two or three trains daily between here and
Montreal? X

Mr. VaucHAN: Yes. ‘

Mr. Nicuorsox: There are other trains if they wish to stop over.

Mr. Jackman: Stop over for the evening and hear the bagpipes.

Mr. Rem: They might as well be soaked here as somewhere else.

Mr. Jackman: Taking the opposite view, why do both your train and:the
C.P.R. train stop for an hour or an hour and ten minutes in Winnipeg and
some of those other places?

Mr. VavegaAN: There is a great deal of servicing to be done to these
trains in Winnipeg. They have to make certain connections there. That
is the pivotal point for servicing those trains on the way to the Pacific coast.

Mr. Jackmax: There is only the servicing of the engine. There is nothing
done to the cars?

- Mr. VaueHAN: You have got to put ice in them. You have got to put
» :}I:ppﬂies on dining cars and sleeping cars. There is a lot of work to be done
~ there,

Mr. JackMAN: It cannot be speeded up much?

Mr. Warton: I do not think the time can be shortened.

Mr. VaveaAN: That has been given very careful consideration.

Mr. Pounior: If there were a fine statue of bureaucracy in the yards
all the passengers would know they had reached Ottawa.

Mr. Rem: They would know long before seeing that.

Mr. Pourtor: What I have said is not at all a reflection on the Department
of Transport which is very well managed and soundly headed.

Hon. Mr. Cuevrier: I did not take it as such, Mr. Pouliot.

Mr. Nicumorson: I wonder if you would give any further consideration

running your trains west from Winnipeg twelve hours apart. You run
twWo trains west to Vancouver about an hour apart. It has seemed to me
hat if those trains could be spaced twelve hours apart it would give the
People all along the line better service. The same thing would apply coming
64552—2 ;s
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east out of Vancouver. Both the C.P.R. and C.N.R. trains leave at the same
time at night. Could you not run one out in the morning to give people a
chance to see the mountains?

Mr. Wavton: We have given some thought to that kind of program.
It has not so far been feasible. It might be that something of that kind can
be worked out. I want to assure you that it is being studied very carefully.
Up to the present time the loading of the two trains has not permitted trans-
ferring part of the load say at Winnipeg to one train and then letting the
other remain over until evening west of that point. We would in the past
have been forced into additional train service to do it. We may reach a point
where it is feasible.

~ Mr. NicuorsoN: Would not the summer months be a good time to try
that when you have a lot of tourist traffic?

Mr. Wavron: That is the time when we could not do it.

Mr. Rem: I move the adoption of the report.

Mr. Hazen: Before the report is adopted, Mr. McLure, one of the members
of this committee, is unavoidably absent. If he were here I know he would
bring up the question of the cost of transportation on the ferry to Prince
Edward Island.

*Mr. VaucHAN: Yes.

Mr. Hazen: Last year I think it was pointed out that if you loaded a 5-ton
truck with potatoes on the Island, took it across on the ferry and came back
with a load it cost the operator of that truck $60 or $65 to cover a distance
of about 14 miles. That is to transport a comparatively small amount of
produce. I am not familiar with the matter, but the question T have in mind
to ask you is has any further consideration been given to those costs?

,Mr. VavcHAN: Since our last meeting that matter has been taken up by
the Prince Edward Islanders before the Board of Transpert, and it now is
there, so that all arguments will be brought out before the Board of Transport.
I presume in due course they will give their judgment on the subject.

Hon. Mr. Curvrier: Perhaps I could add that during the discussion of the
estimates of the department towards the end of last session there was some
discussion on it and I gave Mr. MecLure what information I had at the time.
I think I indicated to him then that there would be an application go forward
to the Board of Transport Commissioners which is the body that has authority
to decide on the question of rates. I think if he were here that is the only
answer that could be given to him at the moment.

Mr. Jackman: In the case of the Windsor station what was your final cost?

Mr Coorer: Central station.

. JAckmAN: Excuse me.

Mr Cooprer: The cost of the main terminal to the end of 1944 was
$13,029,000.

Mr. Jackman: For the terminal?

Mr. Cooper: The main terminal.

Mr. Nicuorsox: That includes some new tracks you put in?

Mr. Cooper: Yes, it includes everything in the station area.

Mr. Jackman: What makes up the $30,000,000 odd?

Mr. CoopEr: If you go out to Eastern Junction and Mount Royal the whole
cost of the Montreal terminal development to the end of 1944 was $27,543,000.

Mr. Jackman: That was the cost to the railway, and then there were
a few millions in unemployment relief given by the government which do not
enter into the account.

T e R
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Mr. Coorer: The figure T have quoted included a credit of $1,490,000 which
was a contribution by the dominion government for unemployment relief.

Mr. JackmaN: That is included in the $27,000,000?
Mr. Cooper: It is deducted from the gross cost to arrive at the $27,000,000.

Mr. VaucgHAN: Much of that work outside of the $13,000,000 for the main
terminal would have been necessary whether a new station had been built or not."

Mr. Jackman: May I ask what your passenger revenues were running at
in the pre-war years? We have them for the present year in the statement before
us, $65,000,000.

Mr. Cooper: In 1939 our passenger revenues were $17,817,000.

The Acting CaARMAN: Will somebody second Mr. Reid’s motion?

Mr. Hazex: Could we have the freight revenues for 1939, too?

Mzr. Coorrr: $160,255,000.

The Acring CaHamrMAN: It has been moved by Mr. Reid and seconded by
Mr. Picard that this report be adopted. All those in favour signify by saying
aye. i

Mr. JackmaN: I want to put in a rider in regard to that Northern Manitoba

- purchase. I do not know whether or not I should go on record here, but if one

does go on record in this committee—

Hon. Mr. Cuevrier: I can assure you you will have every opportunity to
discuss it in the House.

Mr. Jackmax: I do not want it to go on record that we passed the budget
unanimously without having that matter gone into. May I ask the minister why
it has to come before the House?

Hon. Mr. Cuevrier: The Railway Act provides that the aequisition of a
new line must be subject to the approval of parliament.

The Acrineg Crammman: All those in favour signify by saying aye.
(Carried).

Mr. JackmaN: On division,

The Vice-Cuamman: We will pass on to the Canadian National West
Indies Steamships annual report. I would ask Mr. Vaughan to read the report.

Mr. Vaveaan: With your permission I should like first to read a statement
in connection with the Canadian National West Indies Steamships.

Now that the war is over and the affairs of Canadian National (West
Indies) Steamships can be discussed with more freedom I think it would be an
advantage to give a short history of the line with particular reference to the
financial results of operations. T feel there is a fairly widespread misconception
In this matter. The general impression seems to be that the operation of the line
has not been successful but this impression is far from being a correct one.

The Company was incorporated in 1927 to implement the Canada-West
Indies trade agreement of July 6, 1925. The entire share capital of the Com-
pany is $40,000 all owned by the Dominien Government,

The trade agreement of 1925 replaced a former agreement negotiated in
1920. Under the 1920 agreement (and a predecessor agreement of 1912) the
Royal Mail Steam Packet Company had operated four ships on a fortnightly
service between Canada and the eastern group of islands for which the Company
Was paid an annual subsidy of $340,666.66. Under the 1920 agreement, Canada
also undertook to provide a service to the western group of islands and this
Service was assigned to the Canadian government merchant marine. Under the
agreement the respective island governments undertook to contribute 25 per cent
of the loss incurred in operating the service, limited however to a maximum

64552—23
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contribution of £3,000 per annum from the Bahamas, £5,000 from Jamaica and
£5,000 from British Honduras. The service was not remunerative largely due to
unsuitability of the vessels to the trade.

The Royal Mail Steam Packet Company withdrew from the eastern service
in 1927 and the service was then turned over to the Canadian government mer-
chant marine for operation. The Canadian government merchant marine there-
after continued to operate both the eastern and western services until the Cana-
dian National (West Indies) Steamships commenced operations.

Under the 1925 trade agreement Canada had undertaken to provide certain
ship tonnages and services for which tenders were invited from steamship inter-
ests. Two tenders were received by the Canadian government for the eastern
service, one from the Royal Mail Steam Packet Company and the other from
Canadian National Steamships. In the case of the western service, the Canadian
National Steamships was the only tenderer. For the eastern service the Royal
Mail Steam Packet Company submitted two proposals:—

(a) They would operate a fortnightly mail, passenger and freight service -

with four new 12 knot passenger vessels in accordance with the trade
agreement, for which they asked an annual subsidy of $582,783.33
and to have the privilege of optional calls at one U.S.A. port in one
or both directions.

(b) They would perform the service every twelve days with smaller ships
for an annual subsidy of $534,116.67 with the privilege of a call at
U.S.A. ports and provided that there should be no competition from
government owned or controlled vessels.

The proposals of the Royal Mail Steam Packet Company were not accept-
able to the government and the Canadian National (West Indies) Steamships
Ltd. was incorporated for the purpose of carrying out the services called for in
the trade agreement.

Five passenger vessels were constructed by Cammell, Laird & Company,
Birkenhead, England, these being:

Gross Deadweight Total

Tonnage Tonnage Cost
7 P 1 S D e R e SATAS PR aee 7,985 6,370  $1,694,718 11
Ly B OADRARE £ s oI At B s s 7989 6,370 1,689,284 11
TAAEENOLIORN- 5y il s L0 Uy om0 sy 7,970 6,370 1,685,730 12
T e o T A RIS S 8,194 4,665 1,784,672 30
FE TR e PR s R O SR SR 8,194 4,665 1,779,694 67

Six freight vessels were transferred from the Canadian government merchant
marine, these being: .
b7 e T o e e RS e i e Ly LR e 3,708 2,950 $ 443,672 48

OUABa e 1 S N v U A0 i 1,769 2,781 495,770 36
Chomedy 6,136 8,600 500,739 02
Colborne 6,230 8.650 500,724 02
Cornwallis 5,458 8.390 . 167,564 02
Connector

1,769 2,781 286,759 85
$10,969,329 06

The cost involved in the purchase of the fleet of eleven vessels was financed
from the proceeds of a $9,400,000 5 per cent Dominion Government guaranteed
bond issue due in 1955 together with certain capital cash advances from the
Dominion Government. The Company forthwith embarked on an intensive pro-
gramme in an endeavour to develop trade, both freight and passenger, between
Canada and the Islands.

The balance sheet of the Company at the end of 1945 shows that for the
whole period of operations (1929-1945) there has been an overall loss of
$4,963,633.22. The balance sheet however is not necessarily a final summation
of all the gains or losses resulting from the operation of Canadian National
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(West Indies) Steamships and some further analysis is necessary before a con-
clusion can be reached as to whether or not the line has been a financial sue-
cess. From the deficit of $4,963,633 there should be deducted the amount of the
insurance reserve, $1,260,880 which has been built up out of operations and
which is nothing more nor less than surplus in a winding up of the Company. It
will thus be seen that the overall loss has been $3,702,753 which, spread over
the seventeen years of operation, gives an annual loss of $218,000.

In arriving at the total loss of $3,702,753 there has been charged $4,333,615
for interest paid to the Government. These interest payments have been in
respect of advances both for capital and for operation. I have no objection to
being charged for interest on amounts used for capital purposes but we have
taken objection to being charged interests on amounts lost in the early years
of operation. Such advances do not produce assets capable of earning any
return. Not only did we object to the policy but we also objected to the rate
of interest which in our opinion was excessive. The interest rate was 5 per cent
which rate was continued to the end of 1943 when it was reduced to 23 per cent.
Of the total Government interest of $4,333,615, $3,226,616 represents interest on
deficit advances. It will be seen therefore that the deficit of the Company to
the end of 1945 represents, broadly speaking, interest paid to the Dominion
Government on its advances for deficits incurred in the early years of operation
when the line was being developed and which unfortunately coincided with the
years of business depression.

It must be remembered further that our operations have been restricted
to and governed by the conditions of the trade agreement requiring calls at
certain ports and the maintenance of specific services which would not have
otherwise been undertaken if we had had regard only to the financial results of
operation. In the case of the Kingston-Belize service, for instance, the deficit
on this operation to 1941 was $1,270,149. No private operator would have
undertaken this service without a subsidy payment.

Now I wish to mention some of the gains to Canada which are not reflected
in the balance sheet. By the decision to assign these services to Canadian
National (West Indies) Steamships Canada saved all subsidy payments to
private operators. For the Eastern service alone the Royal Mail Steam Packet
Company which was the only private company which tendered asked a subsidy
of $582,000 per annum. Estimating the subsidy which would have been payable
for the Western service and applying the subsidy payments actually received
from the Island Governments during the period 1929-1941 (when the service
was curtailed due to war conditions) it is estimated Canada has saved
$12,870,000 in subsidy payments by reason of the operation of these services by
our ships.

During the period of operations export cargoes from Canada to the Islands
totalled 2,458,628 tons which had a trade value in excess of $208 millions.
Import tonnage totalled 3,381,159 tons with an estimated trade value in excess of
§114 millions. The import tonnage included 25,158,300 stems of bananas
Imported during the period 1929-1942. The regularity and dependability of
the service maintained to the beginning of the war period did much to improve
trade relations between Canada and the West Indies Islands. This gain to
Canada is not reflected in our balance sheet.

The Company has been required to carry all mail free, the contention being
that subsidy payments by the various Island Governments cover the conveyance
of mail. It is estimated that mail revenue at “going rates? would have amounted
to $20,000 per annum. . :

It should also be pointed out that the Company has created considerable
employment, the total wages paid being in excess of $16,250,000. The Company

as been a large purchaser of fuel and provisions, and the maintenance and
overhaul of the vessels has provided considerable work for Canadian shipyards.
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The operation of the fleet has also been of inestimable value in affording
to Canadian' citizens the opportunity for seafaring work and this was well
demonstrated by the ready response of se many of our officers and seamen
for service in the Canadian Navy and Merchant Marine at the outbreak of
war. The availability of experienced men at that time was an important factor
in establishing Canadian Naval and Merchant Services so efficiently and
expeditiously when they were so urgently required.

I think, therefore, the members of the Committee will have no difficulty
in agreeing with me that the West Indies services which we have provided have
been highly successful and that there is ample justification for their continu-
ance. It is for these reasons that the directors in the annual report have stated
that much consideration is being given to the future operations of the Company
and that the line should not be allowed to become a war casualty.

Mr. Pourior: Hear, hear. .

Mr. Rem: My first question is this: are the Islands’ government still paying
you subsidies, as outlined on page 1 of your brief, under that old agreement
of 1920?

Mr. VavegHAN: No, sir. Those subsidy payments were reduced during the
war.

Hon. Mr. Cuevrier: The agreement is still in operation.

Mr. Coorer: The Islands’ governments were under an agreement to pay
a total subsidy of £45,500 per annum. In 1945, due to the curtailment of
services, the subsidy payments were £29,850. p

Mr. Rem: And what about their agreement to pay you twenty-five: per
cent of the loss?

Mr. Cooprer: They only agreed to pay twenty-five per cent of the loss
up to the amount of the fixed subsidy payment, and that was in respect to the
prior services, not in respect to current service. The obligation under the trade
treaty in 1926-1927 was limited to £45,500 per annum. |

Mr. Remn: And these subsidy payments go to the credit of the Steamships
company or the government?

Mr. VaugHAN: They go to the credit of the operation of the steamships.

Mr. Rem: And that takes care of the carrying of mail.

Mr. JAckman: May I ask what the status of the agreement is now; is it
in operation?

Mr. VaveuaN: What is that?

Mr. Jackman: What is the status of the agreement in 19467 °

Mr. VaveHAN: I believe the agreement has expired and has not yet, so
far as I know, been renewed.

Mr. JackMAN: Has the service been requested?

, Mr. VaveHaN: We have carried the service on all during the war; not
making all the calls required under the agreement, but we have operated a
service. Last year we operated a fleet of over twenty vessels. We continued
operations all during the war except for passenger service, and we have not
had the boats with which to give the full service.

Mr. Jackman: I am just wondering what the alternative would be if a
new agreement is not arrived at by parliament.

I}/Ir. Vaveuan: We believe that it would still be possible to operate these
‘vessels.

Mr. JackmaNn: Without a subsidy? -

Mr. Pourtor: What are your suggestions, Mr. Vaughan? I have listened
with very great interest to what you have said. Now, may I ask you this: if the
subsidy of $582,000 had been paid during the thirteen years from 1929 to 1941,
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the government of Canada would have paid $12,870,000 which they did not
have to pay because the Royal Mail Steam Packet Company did not operate.

Mr. VaveHAN: Yes, sir; they saved that amount of money.

Mr. Pourtor: Exactly. You had to pay five per cent of this over a certain
period of time?

Mr. VaveeAN: We paid five per cent on the losses sustained in the early
stages.

Mr. Pourtor: And this rate has been reduced to two and a half per cent?

Mr. VAuGHAN: Yes, in 1943.

; i\h;. Pourior: The operations of your ships were subject to the emergency
of war? .

Mr. VauveHAN: Their movements were controlled to some extent by
Admiralty.

Mr. Pournior: They were under Admiralty control?

Mr. VaucHAN: Yes. . :

Mr. Pourtor: As were all ocean-going ships. And now, Mr. Vaughan,
what I would like to know is what are your suggestions for putting the Cana-
dian National Steamships back on the same level of efficiency as they were prior
to the war?

Mr. VaueHAN: I think if you will permit me to read this report, Mr. Pouliot,
it will give you some-of the information you desire:

MonTrEAL, MARCH 15, 1946.

TaE HoNoURABLE LioNEL CHEVRIER, K.C., M.P.,
MiNISTER OF TRANSPORT, OTTAWA.
Sir,
On behalf of the Board of Directors of Canadian National (West Indies)

Steamships, Limited, I beg to submit the Annual Report of the Company for
the calendar year 1945.

The operating results for the year compare with the previous year as follows:

1945 1944 Decrease Per cent
Operating revenues ...... $4,412,251 34 $5,378,058 55 $965,807 21 17-96
Operating expenses ........ 2,849 091 51 3,403,725 74 554,634 23 16-30
Operating profit ........... 1,563,159 83 $1,974,332 81 $411,172 98

The operating accounts reflect a reduced level of business in 1945 as com-
pared with the previous year. The number of voyages completed was 23 as com-
pared with 25 in 1944 and there was a reduction of 23,117 tons in export tonnage
and 31,880 tons in import tonnage. Freight revenue for the year amounted to
$3,155,714 against $4,125593 the previous year, a decrease of $969,879 or
23-5%. Passenger revenue increased from $8,231 in 1944 to $55,325 in 1945
due to resumption of limited passenger service, but the available passenger
accommodation was quite insufficient to cope with the numerous requests for
Passage during the second half of the year.

Earnings from investment of the Vessel Replacement Fund amounted to
$216,842, which added to the operating profit made the gross income of
$1,780,001. From this there was paid $520,916 for bond interest and exchange
and $142,999 for interest on Government advances, leaving an income surplus
for the year of $1,116,085.

This income surplus was utilized as follows: $632,080 was paid to the
Government in final discharge of all capital and working capital advances,
he earnings of the Vessel Replacement Fund, $216,842, were retained in the
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Fund, and the remainder, $267,162, was set aside as additional depreciation In
view of the decision to dispose of certain of the older vessels in the immediate
future.

" With the cessation of hostilities and the consequent removal of wartime
secrecy, it would seem appropriate at this time to review the activities of the
Company during the war years. At the outbreak of war the fleet -comprised
the following eleven vessels:

Gross Deadweight
Tonnage Tonnage

T BT A RN ARG e L T 7985 6,370
DR SELOARICINE, o a s 4 5 o SR A oo o & o ST el o8 o ale @ e A 7,989 6,370
Lady Nelson 7,970 6,370
Lady Rodney 4,665
Lady Somers 4,665
CatReart . i vees L7101 2,950
(500 A RRAE SR (RSO o TR TN e (O e MU NG 3,6 2,950
(6) 7/ AR S N GO T e S RSN S 8,600
1 TR SR R e e M o RS AR SN S S i 8,650
G Tl SN oSSk i o CELES B b Tl R R U SN —ob S 5 8.390
L TN Ty T g e o e S P, U Xe. O e joer ; 2,781

67,316 62,761

During the year 1940 services operated with considerable irregularity as to
scheduled times of departure and arrival, and on October 3, 1940, the “Lady
Somers” was requisitioned by the United Kingdom naval authorities.

On July 15, 1941, the “Lady Somers” was lost through enemy action, her
complement of 175 naval officers and men all being saved.

At the direction of the Canadian Shipping Board the “Cornwallis” was dis-
patched to the Far East in July 1941, followed by the “Chomedy” in August
and the “Colborne” in September. Each vessel completed two voyages before
the fall of Singapore on February 15, 1942.

On January 19, 1942, the “Lady Hawkins” was lost through enemy action.
The vessel sailed from Boston on January 16th with 211 passengers and a crew
of 110. Of the entire ship’s company only seventy were saved. The survivors
were landed at San Juan, Puerto Rico, onr January 28, by the SS “Coamo.”

On March 9, 1942, while lying in the port of Castries, St. Lucia, B.W.I., the
“Lady Nelson” was torpedoed and seriously damaged. Fifteen passengers and
three crew members were killed and many others seriously injured. The vessel
was salvaged, however, and towed to Mobile, Alabama, arriving May 29, 1942.
Whilst in drydock at Mobile for necessary repairs it was decided that the vessel
should be fitted out as a hospital ship and chartered to the Department of
National Defence. Repairs and conversion were completed on February 18,
1943. Her first sailing as a hospital ship was on May 1, 1943, from Halifax.

On May 4, 1942, the “Lady Drake” was torpedoed with a loss of six
passengers and six erew members. The vessel left Bermuda on May 3 with a
complement of 141 passengers, a crew of 113 and eleven members of the crew
of the “Lady Nelson” who were being repatriated. The survivors were
returned to Bermuda by the SS. “Owl”.

In June 1942 it was decided that the “Lady Rodney” should be placed
in Government service as a troopship plying between Canada, Newfoundland
and Labrador and the vessel was consequently chartered to the Department
of National Defence. In October 1945 this vessel, still under the charter to the
Government, was transferred to troop repatriation service.

On September 11, 1942, the “Cornwallis” was torpedoed while lying ab
Bridgetown, Barbados. The vessel did not sink and after salvage operations
was towed to Mobile for repairs, which were completed in July 1943.
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In December 1943 the “Connector”, which had been withdrawn from inter-
island service in 1941 and brought to Canada for home duties, was chartered
to the Jamaican Government for service between Kingston, Jamaica, and Tampa,
Florida, and this charter is still in effect.

On December 3, 1944, the “Cornwallis” was torpedoed off the Coast of
Maine. The vessel carried a crew of forty and one repatriate, of whom only five
crew members were saved. ’

At the end of hostilities therefore the fleet had suffered considerably, being
reduced to the following seven vessels, with the “Lady Nelson” and the “Lady
Rodney” still in Government service:

Gross Deadweight
Tonnage Tonnage

Lady Nelson 7.970 6,370
Lady Rodney 8,194 4,665
CUEBOEER 00 =2 s, w0k bbb A AR e 3,708 2,950
S AT e et fd Bl R R ST S 3.663 2,950
CROIVRBY, 55 s S35 000 e R vyl s & 6,136 8.600
ST R S S S A 0 n, e e L 2 6,230 8,650
CONBEERDY - 38 o R A e A e e ST i 3 1,789 2,781

37.690 36.966

In its efforts to maintain service to the West Indies and undertake certain
charter runs for the Departments of Transport and Munitions and Supply, the
Company augmented the fleet at various times throughout the period by
chartering or operating under management agreement vessels of other owners.

The SS. “Canatco” and SS. “Dalwarnic” were leased from the Canada
Atlantic Transit Company, the “Canatco” being lost on October 21, 1942, off
the Labrador coast. The entire crew of thirty-six men was rescued by the
accompanying naval escort. The “Dalwarnic” is still under lease and is being
operated under charter party.

For varying periods seventeen vessels have been operated under operating
agreements with the Park Steamship Company Limited, eight of these vessels
being still in the service at the end of 1945. These were operated on a manage-
ment fee and commission basis.

Four vessels were also operated for the Ministry of War Transport of the
United Kingdom. They were returned to the Ministry late in 1945.

During the years 1940 to 1945 inclusive, the operating results, including
depreciation on vessels, were as follows:

Operating Operating Operating
Year Revenues Expenses Profit
4 R I S P IR p AR $ 5,750,341 42 $ 4.874.386 38 $ 875,955 04
L PR T SR TS Y SR 6,756,463 57 5,291,751 92 1,464,711 65
B L e S e 19 o i B 5,600,496 25 4.380.852 94 1,219,643 31
i 4 PN SR T P 4,492,188 94 3,188,578 T2 1,303.610 22
2 U L N s e e s 5.378.058 55 3.403,725 T4 1,974,332 81
ARG Ve WL A S i e 4412251 34 2,849,091 51 1,563,159 83

$32.389,800 07 $23,988,387 21 $8,401,412 86

Out of this operating profit interest was paid in United States funds on the
Company’s outstanding bond issue, which absorbed $3,224,012. Payments to
the Government for interest were $3,412,353, and in repayment of capital were
$1,765,047, a total payment to the Government of $5,177,400.

The insurance and other recovery for vessels lost during the period,
depreciation accruals, and fund earnings have been placed in a separate Vessel
Replacement Fund which at December 31, 1945, amounted to $6,740,407. The
fund is invested in Victory Bonds.

-
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Canadian National (West Indies) Steamships Limited commenced oper-
ations in 1929.in conformity with the West Indies Trade Agreement of July 6,
1925. Since that time its ships, flying the Canadian red ensign, have materially
assisted in the expansion of Canada’s external trade with Bermuda, the Leeward
Islands, Windward Islands, Barbados, Trinidad, British Guiana, the Bahamas,
Jamaica and British Honduras. They have carried 3,381,159 tons of import
cargo and 2,458,628 tons of export cargo. Employment has been provided at sea
for Canadian citizens and work has been provided for Canadian shipyards.

The “Lady” ships have been extremely popular in the tourist trade and
numerous enquiries are being received as to when sailings are to be resumed. The
line should not be allowed to become a-war casualty. Much consideration
is being given to the future operations of the Company. To provide for the
immediate requirements it has been decided to purchase from War Assets
Corporation three diesel powered cargo ships, each of 7,500 deadweight tonnage,
with 16,000 feet of refrigerated space and a speed of 15 knots. These ships, now

building for Wartime Shipbuilding Ltd., should be delivered to the Company

CONSOLIDATED
AT 3lsT
ASSETS
INVESTMENTS:
NI o b 2t Ve 2 it SR o VS il 1o b 5w & Gaots & $5,558,668 15
Hro8s oot nod DIePrecialion: . 1l ks coals vath diud o5 buats gioais s 3,252,748 09
$2.,305,920 06

Vessel Replacement Fund. ..o ... iv.cvtoneaseansisees 6,740,407 66
: N AR e HA $ 9.046,327 72
CURRENT ASSETS: . ¢
Cash: 1y IBanlae il ii s S o ol s Rdssals duets 4.8 0k bwe
Npecinl Dol . L L0850 i sen e s e veiis

; $ 735,556 61
Accounts Receivable................... 1,115,719 67
Freight, Passenger and. Agency Balance: 404.853 69 i
ENREDTIRE o = kb 5 4 ssss b p Gttt Wb 1P 6 24,203 66
Advances to Captains, Crews, ete. ..... i R i & 26,938 29
Due to Insurance and Vessel Replacement Funds........ © 257,048 24
1 _ 2,050,223 68
IS RANCE NP & e S o s s e o o s iy e B e s e 1,260,880 88
DENCOTNT O G APIT AL BT OIS 5 et 50 b 2o 9 o lowiul F R R o5 s o o s ety 40,000 00
$12,397,432 28
CERTIFICATE

We have examined the books and records of the Canadian National (West Indies)
and subject to our report to Parliament, we certify that, in our opinion, the above Consolidated
the Steamships as at the 31st December, 1945, and that the relative Income and Profit and

15th March, 1946.
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during the late summer this year. One 4,700 tons (d.w.) ship has been purchased
from the Park Steamship Company and four other similar “Park” ships will
be acquired on & bare boat charter basis. The Company also desires the
return of the “Lady Nelson” and the “Lady Rodney” as soon as they shall have
completed troop repatriation duties and have been reconditioned to resume
freight and passenger service. ;

The Directors desire to pay high tribute to the bravery and loyalty of the
Company’s officers and men during the dangerous and trying conditions of war-
time operation. Many of them were called for naval service on the outbreak
of war, and a good number both in naval service and the Company’s own
merchant service have _been decorated for meritorious acts and faithful perform-
ance of duty. The Company will remember and honour those who were killed
in the performance of duty, and to their bereaved families the Directors extend
their deepest sympathy.

President.
BALANCE SHEET
DEecEMBER, 1945 .
LIABILITIES
CaprraL Stock: °
Authorized and issued 400 Shares of $100 each..........c..ooviiiiviunn.. $ 40,000 00
Fuxpep DEBT: '

: 25 Year 5% Dominion of Canada Guaranteed Gold Bonds due in 1955...... 9,400,000 00
BOMINION 0P CANADA-ADVANCER L. 1 i oot e ey e TR SR 5,059,960 94
CURRENT LIABILITIES:

ACoUntS PAFablo it i s et ae swe s SN b s Al e $1,136,423 60
Interest Matured “URDaIRL - RESIG L it adn @k, Loy 13,150 00
Unnigtured Inbterest Acered: il csm il 5lils s s b o hes 156,666 67
Passage Money paid in Advanee..:..ooiseeiissssssesssensun 26,392 35
: —_— 1,332,632 62
INADFUSTED) CREDTORT = L s e Sl o e W et b UL AR 267,591 06
ERBERANAR RIGERVE .S 5 b ot oo s v s L pa LR i e A e PR e 1,260,880 88
ERORTT AND LIOBR—Dafiof L 8 1 e i daaute | 5 b et o o RN o 4,963,633 22

$12,397,432 28

NoTe—A reserve has been provided for pension contracts
in force under the 1935 contractual plan, but not
for pensions conditionally accruing.
T. H. COOPER,
Vice-President and Comptroller.

OF AUDITORS

Steamshi s, Limited and Subsidiary Companies for the year ended the 31st December, 1945,
Balance Sheet is properly drawn up so as to exhibit a true and correct view of the affairs of
Loss Accounts for the year ended the 3lst December, 1945, are correctly stated.

) GEORGE A. TOUCHE & CO.,
. Chartered Accountants.
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CONSOLIDATED INCOME ACCOUNT

OPERATING REVENUE:

Freight. . .. il o g visoansinnsasas A e e e RS Trd e ae $3.155,714 43 $4,125,593 02
PABSENIZOT ¥ i s S 0 ais va4 + o hn g s s nia o0 bisieainrss matsodhils e 55,325 89 8,231 61
Management Fees and Commissions, ete. ......oovneenan. .. 258,869 34 262.880 93
R NG S S UG W T SIS g g IR 132,235 50 177,200 00
i TR s e Lot ol AR S SR AT R TS SR SR Y T 810,106 18 804,152 99
d i 2 e O S S SR TR TP e S Wi o il $4,412.251 34 $5,378,058 55
OPERATING EXPENSES:

VOXRgePRACEORTEE.. v vo o s poilis w3 din bw sraiolla Ve s s B il < el $2,397,075 48 $3,004,628 20
Poprociation on. VesSelli . .. o vesveamn st daey sosisism s o 279,466 28 243,158 05
Management and Office Salaries..........ccovvviveennains 932,436 44 119,685 66
T s 1 T e R U AR T S L N SN b SRR G S P 4,329 72 3,338 00
Other: EXDenBes. . . o5 its wiats s s v eaisedhls 4 et S 35,783 59 32,915 83
WOl L S S S LR N Sl N i e s e U $2,849,091 51 $3.403,725 74

T aling (P POBE < A s s et sl watn S i o 46 $1,563,159 83 $1,974,332 81
Vessel Replacement Fund earnings............s e ¢ oA MNB.842 16 ;i D e
$1,780,001 99 $1,974,332 81

Interest on Bonds held by Public......c.ovviiiiiininnan 470,000 00 470,000 00
Exchange on U.S. Funds....... R T s e e AN 45 5 oN 50,916 66 51,7000 00
Interest on Government Notes and Advances.............. 142,999 42 181,246 06

RGOS ok A2 e e sl e 2t AR S A e B $1,116,085 91 $1,271,386 75

CONSOLIDATED PROFIT AND LOSS ACCOUNT

At 31st DECEMBER, 1945 »
Balance at 31st Detember; 1944 —-DefiCit. . ... vsvnmsssnnnnnnsionnsslonnsns $8,070,061 51
Vessel Replacement Reserve at lst January, 1945, transferred.................. 2,257,506 14
Surplus as per Income ANECORTE FERR BT L 2100 oVl s s o kS viniais Shoys o Phaie a s ia i 0 0 8 1,116,085 91
Adjustment of Depreciation Accruals for prior years...........o.oeeeeeenees.. 267,162 76
Balance at 81st December, 1945—DDefioit. .. ... . .ocuetarsmsatsshanmasaneneshses $4.963,633 22

Mr. Prcarp: What would be the new capital expenditure necessary. to
restore the service to what it was before the war?

Mr. VaveaAN: You will find that in the Canadian National (West Indies)
budget.

Mr. Picarp: Where do we find that?

Hon. Mr. Cuevrier: That is at the back of the budget for the Canadian
National Railways.

Mr. Pounior: Mr. Vaughan, I want to ask you this question, because I am
very sympathetic with you, and because ships are a most important factor
in our trade with other countries: You gave a figure of $12,870,000 which
would have been the total amount of subsidy paid if subsidies had been continued
to the Royal Mail Steam Packet Company.

Mr. VavcuaAN: Yes, or to other private companies.

Mr. Pournior: Now, what has the government paid?

Mr. VaveaAN: The government paid the losses sustained in the early years
of operation and have charged us five per cent on those amounts as loans, and
they have not credited us in any way with subsidies they would have paid
to private lines. '

* Mr. Pourior: I understand you, but I want to make it clear; how much
did the Canadian government pay for losses sustained in the first years?
- Mr. VaveuAN: You have that, Mr. Cooper.

7/
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Mr. Cooper: All the advances were in the form of interest bearing loans,
$5,059,000.

Mr. Pounior: No, no; you did not get my question. My question was,
how much was paid by the Canadian government to refund the losses sustained
by the Canadian National Steamships in the first year of operation?

Mr. Coorer: First year, or years?

Mr. Pounior: The losses sustained in the first year; I want to know how
much was paid or advanced by the Canadian government to the company.

Mr. Coorer: In the first years of operation? i

Mr. Pounior: No, the first year, the losses. What Mr. Vaughan referred
to.

Mr. JackMmAN: I think what he wants is the breakdown of your losses by
years.

Mr. Coorer: In 1929 they advanced us $862,269; that was the loss for the
year 1929. In 1930 they advanced us $992,000; in 1931 they advanced us
$916,000; in 1932 they advanced us $753,000; in 1933 they advanced us $967,-
000; in 1934 they advanced us $566,000; and that makes a total of $5,059,000,
they have not advanced us any money since that time.

Mr. Pounior: $5,059,000; and how much did you pay in interest on that
to the government?

Mr. CoorEr: The interest on that was $3,266,000.

Mr. JackmAN: Interest accumulated but not paid.

Mr. Coorer: Paid.

Mr. JackMaN: Paid?

Mr. CoopEr: Yes.

Mr. Pourtor: And it was at five per cent?

Mr. Coorer: It was five per cent up to the end of 1943 and then they
reduced it to 2% per cent.

Mr. Pourtor: And that amount of interest $3,266,000 is the interest paid
until last year, including the interest at two and a half per cent?

Mr. Coorer: Five per cent up to the end of 1943, and 2-5 per cent from

" then down to the end of 1945.

Mr. Pourtor: That is the total of interest which has been paid by the
Canadian National Steamships to the government on advances?

Mr. Coorer: For deficits.

Mr. Pourtor: And now if you will take your pencil, please; the Canadian
government spent $7,811,000 less than if the subsidy had been pald

Mr. Cooprer: No, I do not think so. We paid the government $3,266,000.

Mr. Pourior: No, no; I will come to that. If we consider in the first place
the amount that would have been paid by the dominion government if a
subsidy had been given, the total would have been $12,870,000; and, instead
of spending that amount, the dominion government advanced $5059000 to
cover the deficit in operatlon‘?

Mr. Cooper: Yes, Sir.

Mr. Pouvrnior: Therefore the balance is $7,801,000.

Mr. Coorer: $7,811,000.

Mr. Pourtor: Yes, which the government did not spend because the
subsidy was not granted on the same scale as it was paid before.

Mr. Cooper: You are absolutely right.

Mr. Pourior: Well now beside that difference, that saving, the government
received from Canadian National Steamships $3,266,000 for interest?
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Mr. Cooper: That is correct, $3,266,000.

Mr. Pourior: Yes, and if we add $7,811,000 to that amount of $3,266,000
it means that the money received by the government for interest, the difference
between the potential amount that would have been paid for subsidies of
$12,870,000 and the amount of $11,037,000, the difference would have been only
$1,833,000?

Mr. Coorer: I do not follow that.

Mr. Pourior: I want you to understand it, because it shows that the contri-
bution of the government to the Canadian National West Indies Steamships
was very small compared to the return in trade. In the first place we have

' the potential amount of subsidies that would have been paid, $12,870,000, less
the advances made by the government, $5,059,000, leaving a favorable balance
to the government of $7,811,000.

Mr. CooPEr: Yes.

Mr. Povuior: If we add to that favorable balance the amount that has
been paid for interest we have a total sum of $11,037,000.

Mr. Coorer: That is correct.

Mr. Pourior: The money that the government did not spend because the
subsidy was not paid and the money that the government received for interest
on advances, on deficits, and therefore the total of the savings and the receipt
of interest is $11,037,000. '

Mr. Coorer: Quite right.

Mr. Povuior: If we deduet from the potential amount that would have
been paid for subsidy, $12,870,000, what has been saved and received by the
government, a total of $11,037,000, it means that the contribution of the govern-
ment in money to the Canadian National West Indies Steamships has been only
$1,833,000. :

Mr. Coorer: I do not see why you make that deduction. May I put it
this way? The government saved, by using the Canadian National West Indies
Steamships in place of paying subsidies, $7,811,000.

Mr. Pouuior: Yes. ; .

Hon. Mr. CHevriEr: That is assuming that the government would have

accepted the payment of a subsidy to the Royal Mail Steam Packet Company -

of $582,000.
Mr. Pourior: Exactly.
Mr. Cooper: It is only on that assumption. ,
Hon. Mr. Ceevrier: That is a very problematical assumption.

Mr. VaveHAN: I might say that the $582,000 was only for one service. .

The government was obligated under the Canada West Indies agreement to
provide two services, to the eastern island and the western island. The
$582,000 was only for the eastern island service and no company would quote -
on the western island service, but it is fair to assume that the subsidy which
would have been asked for the western service would have been higher than
which was asked for the eastern service because traffic is not as profitable on
the western service as the eastern service. v '

Mr. Pourior: I understand that, but the only thing I want to do is to get
the true picture. I want to help you because I find that the steamship company
is of the utmost importance to Canada in many ways. What I want to point-
out to the committee is that if the government paid $5,059,000 to help the
Canadian National West Indies Steamships they received interest from the com-
pany, and if we add the amount of interest which has been actually received
by the government on the previous advances to the saving of money which
occurred because a subsidy was not granted, although it is problematical, we
have a total amount of $11,037,000. j

aey i it
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Mr. Cooper: Yes. I think you should stop there. I think you should stop
there because that is the advantage to government on the assumption, as the
minister said, that they would have paid a subsidy. There was a gain to
Canada on the subsidy account of $7,811,000, and in addition Canada received
interest amounting to $3,226,000.

Mr. Pourior: Yes, and you will understand me because I want to make
my position just as clear as possible. We still have the potential amount of
$12,870,000, the total amount of subsidy that would have been paid.

Mr. NicuoLsonN: You have already taken that into account, have you not?

Mr. Pourior: No, no. I have mentioned it. T am taking what the govern-
ment has not spent and what the government has received, and if we add the
~ two together we have $11,037,000 to deduct from that potential expenditure of
$12,870,000 if the subsidy had been paid, and therefore the government has
actually spent a total-of $1,833,000.

Mr. Cooper: No, I think you are rather unfair to your own argument.
‘T believe that the benefit to Canada by the operation of these services by our
ships in respect of the matter we have been discussing is $11,037,000.

Mr. Prcarp: I think the last figure submitted by Mr. Pouliot as the deduc-
tion of the $11,000,000 from the $12,000,000 is the amount that the government
has saved, has not paid.

Mr. Pourtor: Has not paid.

Mr. Picarp: It might have paid $12,000,000, and it has received in fact,
$11,000,000 so that the $1,000,000 odd left is the saving to the government.

' Mr. Pourior: Besides that you have carried the mail free?

Mr. VaugHAN: Yes, sir.

Mr. Coorer: And we have brought in imports or made exports amounting
to a value of $322,000,000.

Mr. Pourior: Exactly. Were you the only company that gave a direct
service on a regular schedule?

Mr. VaueHAN: I think it is fair to say we were the only company giving a
service on a regular schedule. I think Pickford and Black of Halifax operated
a few small boats to the western islands, that is, to Jamaica. I do not think
that any company operated to the eastern islands during that period except
perhaps schooners.

Mr. Pounior: You were the only Canadian company that gave regular
passenger service?

Mr. VAUGHAN: Yes, sir.

Hon. Mr. Cuevrier: Were there not some American companies calling at
Halifax and Montreal, the United Fruit people?

Mr. VavcaAN: There were no other passenger liners coming to Canada
from the West Indies. We were the only company that gave any passenger
service at all from or to Canada.

Hon. Mr. Cugeveier: 1 think Mr. Pouliot’s question included both freight
and' passengers. :

Mr. VaveHAN:  There were occasional United Fruit boats which came
into Saint John with bananas. I think they had a boat at irregular intervals
come in there, but Mr. Pouliot is quite correct when he says we were the only
company giving a regularly scheduled service.

Hon. Mr. Cuevrier: What I am trying to bring to the attention of the
committee is that there were other companies who were operating service to the
- Islands besides the Canadian National West Indies Steamships. For instance,
_the United Fruit people and the Saguenay boats were operating in that territor

as well, were they not? ;
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Mr. VaveHaN: Oh yes, that is quite true. We did not have the field to
ourselves.

Mr. Murcu: The only point of that is that you achieved the results
which you achieved in the face of regular competition.

Mr. Pourior: Exactly.

Mr. Picarp: I think everybody is trying to be nice to the company.

Mr. Pourtor: They deserve it.

Mr. NicuoLsoN: Following along Mr. Pouliot’s argument I should like
to know why the management did not make more effective representations to
the government of the day in 1929, 1930 and 1931, and why these very large
deficits were allowed to accumulate? In view of the fact that subsidies had
been paid for the service I think there was a very good argument for them. Why
was is not possible to have some adjustment made year by year rather than
allowing the $5,000,000 total to accumulate by the end of 1934? Is it not
possible at this stage to reach an adjustment? I think Mr. Pouliot’s argument
is very reasonable, that the company has been placed in an unreasonable posi-
tion and some adjustment should be made rather than to carry on the balance
sheet these very large liabilities as a result of failure to pay a subsidy in the
early operations of the service.

Mr. VaveHAN: I could not say what representations were made in the
early days by Sir Henry Thornton when the service was started. I do know
this that since I have been president in the last five years we have made
representations. We were successful in getting the interest rate reduced in
1943 from 5 per cent to 24 per cent, but that is as far as we have been able to go.

Mr. NicHoLsoN: How far have you gone? Can you give the committee
any additional information as to what you have done with regard to getting
some adjustment on this score?

Mr. VauvcHAN: We have made representations to the Department of
Finance, but that is all we can do.

Mr. Murca: The fact is though that you have been able to carry the
load and pay a profit?

Mr. VAUGHAN: Yes. ;

The Acting CHAmRMAN: If the government had had to pay a subsidy on
the second route it would have been over a million dollars a year on the two.

Mr. VaueHAN: Yes. Never in any year even in the early stages did we
lose more money than the government would have had to pay in subsidies.

Mr. Murca: To a private company?

Mr. VaugaAN: To a private company.

Mr. Pourior: Mr. Minister, may I ask you if there are still any more
10,000 ton boats available? ;

Hon. Mr. CHEVRIER: No, they have all been sold, at least, those that were
under the jurisdiction of Park Steamships. I am informed by the Department
of Reconstruction that they have all been sold with the exception of those three
that Canadian National West Indies Steamships have purchased.

Mr. Pouvrior: Do you intend to replace the three Lady ships that wer
sunk?

Mr. VavcaaN: We do not intend to replace them in kind. This budget indi-
cates that we are taking over from War Assets three diesel-driven boats that
have a small passenger carrying capacity, but we do not intend at the present
time or in the immediate future to replace the three Lady boats which have
been lost.

Mr. Pounior: Do you intend to charter new boats?
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Mr. VaueHaN: We are chartering at the present time certain boats from
the Park Steamship Company, but beyond those we do not intend to purchase
any more.

Mr. Pourtor: If you build other ships will you build them in Canada?

Mr. VaveHAN: That is a hypothetical question, because we have not got
it in mind to build any ships at the present time.

Mr. Pountor: But if you do will you ask for tenders in Canada?

Mr. VaugHAN: If we were going to build new ships we would certainly ask
Canadian builders to tender, and give them an opportunity to figure with us.

Mr. Rem: That would suit us in British Columbig, because we can produce
the ships cheaper there.

Hon. Mr. CuevriER: Is that not what you propose doing with reference
to your west coast steamships?

Mr. VAUGHAN: - Yes.

Hon. Mr. CuevriEr: I presume you would not follow any other policy.

Mr. VaucHAN: One of these diesel boats is being built at the coast, Mr.
Reid.

Mr. Prcarp: That ties in with my previous question. You state here that
the line should not be allowed. to become a war casualty. I was wondering
whether along the same lines that Mr. Pouliot has just mentioned you intend
at some time to make further capital expenditures to bring the company
back to its pre-war condition of five passenger and freight ships plus your
cargo ships?

Mr. VaveHAN: Unless Canada should assume a further obligation in
connection with treaties between Canada and the West Indies it would only be
our intention to replace the existing boats plus the boats covered in the budget
by such other vessels as might be required to take the place of boats that we
might lose or sell on account of obsolescence.

Mr. Prcarp: You do not intend to go back to the same scale of operation
with five passenger carrying ships? .

Mr. VaucHaN: We have not in mind at all to supplement those three
passenger boats that we lost.

Mr. MutcH: It would be fair to say that you are directing the emphasis in .
your reconstruction program to freight carrying rather than to passenger
carrying?

Mr. VauGHAN: Yes.

Mr. MurcH: I assume that would be influenced to some degree by the fact
that passenger traffic to the area is primarily a luxury traffic, and you are
probably figuring on possible air competition as to the passenger traffic? Is
that correct?

Mr. Vavcuan: That is one reason, and besides that there is no obligation
now. There is no trade agreement requiring Canada to provide passenger
facilities. 'We will have some passenger accommodation. We will in due
course get back Lady Rodney and Lady Nelson. It will take three or four
months to recondition those boats before they go in that service. Then the
three diesel boats will have accommodation for twelve passengers each. Then
we have two other vessels which have accommodation for twenty passengers
each, so that we will still be able to carry some passengers.

Mr. Murca: There is more money in freight?

Mr. VaveuaN: Yes. :

The Acting CHAIRMAN: Will they be any faster than the Lady boats?

64552—3



164 SESSIONAL COMMITTEE

Mr. VaveHAN: I think that those three diesel boats will be a little faster
than the Lady boats.

The Acting CHAIRMAN: They took about fourteen days for the round trip?

Mr. VaucHAN: Yes.

Mr. JackmaN: How many knots are the new ships?

Mr. VavcaAN: The new ships will have a sea speed, cruising speed, of about
15 knots, but can be pushed to 16 or 17 knots.

Mr. JackMAN: Some of these new United Fruit ships are 19, are they not?

Mr. VAuGHAN: Yes, they are.

Mr. Rem: In leasing some of these Park steamships did you take over the
crews as well when you took them over under agreement and operated them?
Did you take them over with the crews that were on the Park Steamships at
the time?

Mr. VaveEAN: If we took boats over from the Park Steamships which we
had not been operating before, we put our crews on them.

Mr. Picagp: When you say that you do not intend to replace the Lady
ships that were lost do you mean that the tourist traffic is not so profitable that
it is worth while to look to that right now?

. Mr. VaucHAN: One of the principal reasons is that at the present time owing
to the tremendous cost of building passenger boats we would not feel justified in
asking the government to put up the money.

Mr. Pourior: Mr. Vaughan, will you please tell us what subsidiary
companies there are of the Canadian National West Indies Steamships?

Mr. VaucHAN: Canadian National West Indies Steamships so far as I know
has not got any subsidiary companies.

Mr. Pourior: And on the Pacific coast, what have you?

Mr. VavcHAN: We are only operating one coasting vessel at the present
time. That does not come under the Canadian National West Indies Steamships.
That comes under our western operations.

Mr. Pounior: But you-have one ship; is it the Prince George or the Prince
Robert?

Mr. VaueHAN: The Prince Rupert.

Mr. Pourtor: What is the name of that ship?

Mr. VaucHAN: Prince Rupert. :

Mr. Pourior: It travels from Vancouver to Prince Rupert?

Mr. VaveHAN: It travels between Vancouver to Prince Rupert, and in the
summer time to Skagway, Alaska.

Mr. Pourior: And is it under the Canadian National West Indies
Steamships?

Mr. VaucHAN: No, sir.

Mr. Pourtor: It is directly under you?

Mr. VauGgHAN: Directly under the Canadian National Railways.

Mr. Pourior: And is the West Indies service under the Canadian National
West Indies Steamships under you?

Mr. Vavcuan: Well it is operated by the Canadian National West Indies
Steamships, but it comes under our jurisdiction. We have a separate organiza-
tion to handle it. I happen to be the president.

Mr. Pourior: Why is there a separate organization?

Mr. VavguAN: Because Canadian National Railways does not own the
stock of the Canadian National West Indies Steamships. The stock of the
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(C'anadian National West Indies Steamships is owned entirely by the Dominion
of Canada.

Mr. Hazenx: How many directors has the Canadian National West Indies
Steamships?

Mr. JackmAN: It is set out in the front of the book.

Mr. VavgHAN: It is in the front of the report. The directors are practically
the same as the Canadian National Railways directors.

Mr. Hazex: They are the same directors?

Mr. VauveHAN: Yes.

Mr. Hazex: How often do the directors of the Canadian National West
Indies Steamships meet?

Mr. VaugHAN: Oh, they usually meet at the same time or following the
meeting of the Canadian National Railways directors.

Mr. Hazex: How often do you have a meeting of the Canadian National
directors?

Mr. VavegaaN: We have regular monthly meetings and occasionally we call
special meetings.

Mr. Hazen: Where are these regular monthly meetings held?

Mr. Vaveaan: They are held in our board room in Montreal.

Mr. Hazex: Are they usually attended by all directors?

Mr. VauGcHAN: Yes, sir. It is very seldom that a director is absent from one
of these meetings.

Mr. Hazex: What are these directors paid? Are the directors of the Cana-
dian National Railways paid certain fees and the directors of the Canadian
National West Indies Steamships paid fees as well?

Mr. VaveHAN: No. There is only one director fee paid and that is to the
directors of the Canadian National Railways. The directors of the Canadian
National West Indies Steamships or Trans-Canada Air Lines do not get any fees.

Mr. Hazex: Are the directors of the Trans-Canada Air Lines the same seven
men or are they different? .

Mr. VavcHAN: No, there are only some of the directors of the Canadian
National Railways who are directors of the Trans-Canada Air Lines.

Mr. Hazex: What are the directors of the Canadian National Railways
paid a year?

Mr. VaveaAN: They are paid $5,000 per annum.

Mr. Nicuorson: If we may return to the matter raised by Mr. Pouliot,
I think we have all followed him very closely, and it would appear to me to be a
conservative estimate that the operation of this company has saved the tax-
payers at least $11,037,000.

Hon. Mr. Cuevrier: Mr. Nicholson, I think in fairness you should add that
is only on the assumption that the government would have paid-a subsidy of
$534,000, back in 1929. There is no assurance that the government would have
accepted the tender of the Royal Mail Steam Packet Company.

Mr. NicuorsoN: The fact is that the government did pay a subsidy.

Mr. Pourtor: It is not a reflection against the government.

Hon. Mr. CHEVRIER: No, but the argument is based only on that assumption,
and T think that should be made clear. .

Mr. VaveuaN: I think it is fair to say that this government had a definite
obligation under the Canada-West Indies trade agreement to provide this ser-
vice. Somebody had to provide it, because they had entered into an agreement
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with the various West Indies islands. They actually did not accept the tender
‘of the Royal Mail Steam Packet Company because apparently they came to
the conclusion that the Canadian National West Indies Steamships could perform
the service cheaper and to better advantage. As a matter of fact, the tender
of the Royal Mail Steam Packet Company did not by any means provide for the
service that was required under the Canada-West Indies trade agreement.

Hon. Mr. CaEVRIER: The point I am making is that in 1929, when tenders
were asked for, there was no assurance that the government would have paid
that amount. Tenders are called for every day and when they are considered
they are not always accepted.

Mr. MurcH: Is it not fair to say it was the best tender offered?

Mr. VauGHAN: It was the only tender.

Hon. Mr. Caevrier: I do not know what the position was in 1929 nor have
I any way of knowing at this moment, but I presume that was the position.

Mr. Nicuorson: If I may be permitted to proceed a little further, I think
it is recognized that it is important that this trade agreement should be honoured
and that some service should be given. In the early days a subsidy was paid,
and if there was to be continued trade with the West Indies some subsidy ap-
parently would have had to be paid to some company. The government of the
day very wisely decided that rather than pay such large subsidies to a privately
owned corporation something else should be done, and as a result of what was
done, according to Mr. Pouliot’s estimate, we have saved $11,037,000. That,
of course, assumes that the same subsidy would have been paid, but I think
we can make that assumption.

Mr. VaveHAN: T think that perhaps I should make this clear. Before this
service was turned over to Canadian National West Indies Steamships for
operation the government had for many years paid a subsidy to the Royal Mail
Steam Packet Company and I think to the Pickford and Black Company. The
Royal Mail had four small boats, and I think they got well over $300,000 a year
for many years for operating that service, and Pickford and Black also had a
subsidy at omne time so that this subsidy was not anything new.

Mr. Nicsorugon: The point that T want to make is that we now have on the
balance sheet, under liabilities, an item of 85,059,000 which, in my opinion, should
not appear there. I should like to move, if Mr. Pouliot will second it—

Mr. Pourior: Yes.

Mr. NicrorsoN: —that this committee recommend that the management
make representations to the government to have this item written off the balance
sheet.

Hon. Mr. CrevriEr: Why should that amount be written off the balance
sheet?

Mr. NicuaoLson: Because I think that—

Hon. Mr.. CHEVRIER: Any more than it should be written off in the Canadian
National Railways accounts.

Mr. Pounior: It should be written off in both places.

Mr. NicuousoN: It so happens that we are discussing the report of the
Canadian National West Indies Steamships. Here is an item which, in my
opinion, should not appear in this balance sheet. I think we should recognize
that and try to right it.

Mr. Picarn: I have never seen so many people at one time trying to be nice.

Mr. Vaveuan: I would submit that perhaps it is a matter that the com-
mittee would like to discuss amongst themselves when we are not here. We would
be very glad to heve that done. -
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Mr. Pourior: You see we are sympathetic to the company.

Mr. MurcH: Speaking to the motion, it is apparent that we are having a
competition in expressing appreciation of what the committee believes to be the
very fine record of the company. As far as the resolution is concerned I submit
there is no harm in the members of this committee co-ordinating all their com-
plimentary expressions in a statement to the president that he should continue
his negotiations with the minister, because that is what it means. As the
president of the company he is in the position, I should think, of always being
under an obligation to strive to the best of his ability to make his company
appear in the best possible light. It does not commit the directors to doing
anything they have not been doing before, and it certainly does not put any
compulsion on the government to listen any more attentively than they have
been listening before.

If I interpret your remarks correctly it is mainly an opportunity for the
committee to say that in their view the company, having achieved a certain
standard of service and returns, should be put in the best possible light in their
financial structure. The actual situation is that under the load of this $5,000,000
the company under extremely difficult circumstances has paid the interest on
the loan and shown a profit. It is not a question of their survival. It is a
matter of bookkeeping and is of no finaneial significance.

Mr. Pourior: Mr. Vaughan, T should like to ask you another question, and
I should like to have it clearly stated. The ships that belong to the government-
owned company are mentioned in the record as Canadian National Steamships?

Mr. VaveraN: Yes. -
Mr. Pourior: What are the other ships that belong to the company con-

. trolled by the Canadian National Railways besides the Prince Rupert?

Mr. VavcaaN: We do not operate any ocean going ships other than barges
and tugs.

Mr. Povrior: They are just for the river service?

Mr. VaucHAN: Yes.

Mr. Pourior: Inland serviee? }

Mr. Vavcuan: Yes, if service between Vancouver Island and the mainland
may be called inland service. We have barges and tugs operating in that service.

Mr. Pourtor: They are all freight vessels?

Mr. VauGHAN: Yes.

Mzr. Pourior: No passengers?

Mr. VaveHAN: No passengers at all. The only boat we have carrying
passengers on the Pacific coast at the present time is the Prince Rupert.

Mr. NicuoLson: I believe there is a motion.

Mr. Harris: I am going to speak to the motion. It is one we discussed in
this committee last yvear in some detail, and I should like to have time to fthink
over how I should vote on it. It is 1 o’clock, and I move that we adjourn.

The ActiNg CHAIRMAN: Gentlemen, there is a motion before the committee.

Mr. Murca: Before you put that, would you read the motion again slowly.

The Acrineg CHAIRMAN: Mr. Nicholson moved, seconded by Mr. Pouliot,
that the government give consideration to the debt that is owed to them now:
and has been collected by the government from the Canadian National West
Indies Steamships.

Mr. NicrorsoN: No my motion was: That this committee recommend that
the management make representations to the government with a view to having
this deficit item wiped off the balance sheet.
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Mr. MurcH: There is no recommendation to the government at all.
The Acting CHATRMAN: All in favor of that motion? ;
Hon. Mr. Caevrier: Mr. Harris has moved the adjournment.
Mr. Harris: I move that we adjourn.

The Acting CHAIRMAN: All right.

The committee adjourned at 1.00 o’clock p.m. to resume at 4 o’clock p.m.

The committee resumed at 4.20 o’clock p.m..

The Acting CHAIRMAN: Gentlemen, order. Are there any more questions
you would like to ask?

Hon. Mr. Cuevrier: Before we adjourned at one o’clock we were discussing
the question of $5,059,000 loans for deficits to the steamships from 1929 to 1934,
and there was a motion made with reference to it. I should like to say just one
word about the matter. I appreciate, of course, the co-operation of the com-
mittee and its willingness to come to the assistance of the Canadian National
Steamships, which has done such a fine job and whose report has been out-
standing, and the government is anxious to assist it in every way possible. The
motion that was made, I am sure, was made with the intention of assisting the
steamships, but it involves a question of principle in which I think I should say
a word. The wiping out of the deficit here is an important matter, for these
reasons: that there are other corporate bodies, three or four corporations, which
are in the same position. I can think of representations that have been made to
me by the people in Vancouver with reference to the wiping out of the debt on
the harbour debentures. There is a question which involves a matter of prineiple.
The Department of Finance has not seen fit to consider wiping it out. The same
position obtains in the City of Montreal where the government is now entering
_ suit against the city for a large sum of money, and if this deficit were wiped out

the City of Montreal would, I think, be able to say then: if it was done for the
steamships why should it not be done for and why should we be sued. T just
wanted to make that statement because I thought it should be made at this
juncture.

Then there are'one or two other things involved in connection with the
motion. I do not think it was the intention of the mover that the government
should be asked to wipe out the deficit, although that might have been the
inference from the discussion that was carried on this morning; because, if that
is the inference, then T have to point out that we have no such powers. Section
54 of the British North America Act gives certain powers to the Crown, and as I
understand it no member of the House of Commons or of one of the committees
would have the right to adopt or pass any vote, resolution, address, or bill having
to do with the appropriation of any part of the public revenues. And I think
the powers of this committee also are fairly clear, in that there is a saving clause
to the effect that the powers of the committee of supply are exempted from the
order of reference to this committee on railways and shipping.

I think the steamships are well advised in seeking to make representations
that their position be bettered. I see no objection to this committee acting on
a resolution of that kind, but I think T should draw to the attention of the com-
mittee the principle involved here. Tt would be very embarrassing to the Minister
of Finance with reference to the other bodies with which he has to deal and
which are indebted to the government.

Mr. NicHowson: Our discussion here was confined to one specific problem,
and I do not see any reason why, if an injustice has been done in a matter of
this kind, the case should not be considered on its merits. There is no point in

. )
o L e b PR I Sy W L ——

R 2~ Tt amand | SR



RAILWAYS AND SHIPPING 169

going over ground that has already been covered in discussion. I think this
committee is quite within its rights in making a recommendation to the
management as to how operations might be carried on in the public interest.
And, if my resolution was not worded correctly, perhaps I had better write it out.

Hon. Mr. CHevriEr: I was not addressing myself to your resolution
exclusively, I was addressing myself to the inference that could be derived from
the discussion of this matter. If your resolution has to do with a recommendation
to the management, there could be no objection to that.

Mr. NicHoLsON: That was my recommendation. I didn’t have it written
out, but when I started the discussion we had this morning I thought that I,
as a member of the committee, would be justified in recommending that the
management press for a change in their financial set-up, so that this item
would not continue to appear as a liability. I think that is the opinion we got
from the discussion here this morning. I was merely asking that with respect
to the future they should be permitted to operate without this $5,059,000
of a liability which I think should not be there.

Mr. Rem: I am somewhat inclined to agree with the motion and the state-
ment made by Mr. Nicholson, still as a member of the committee I must make
this further statement: that I think the committee unless it has full information
as to the circumstances at the time the $5,059,000 was offered and go into that
matter—they are not competent to know whether there would be a saving or
not; because, let us visualize conditions as they could have been. A firm in
those days tendering for something might have realized that they were the
only firm tendering and they might have thought, here is a place we could pad
a little bit—and contracts were padded in the days gone by—and that might
have been a thought in their mind when they asked for this subsidy of $582,000,
which I think was wisely turned down. I think it is unfair for anyone to
come along at this time and say that that is the amount the government would
have had to pay had they not had this steamship service. I do not think the
statement should be made that there was a saving of $12,800,000 just on that
account.

Mr. VaucHAN: I think the statment I made explained the situation very
fully. We have not asked this committee to do anything about it at all. We
simply have placed the position before the committee, because in the past there
has been a lot of unfair eriticism about the Canadian National (West Indies)
Steamships operating at a loss in the early stages, while no consideration was
éver paid to the amount of subsidy which would have had to have been paid had
the steamship service not been organized. I think I should point out, however,
that the Canadian National Steamships are in a different position from the
Canadian National Railways. We do not own its stock, the government owns
it.

Mr. Harris: That is what I was coming to, Mr. Vaughan; but before
I discuss that I would like the chairman to read the resolution as he has it
before him.

Hon. Mr. Cuevrier: We will have to ask the reporter for that to be done.

Mr. Rem: Mr. Nicholson now has it written out.

Mr. Hazex: May I point out, while the resolution is being written out,
that at the bottom of the consolidated balance sheet we have the certificate
of the auditors which says:

We have examined the books and records of the Canadian National
(West Indies) Steamships, Limited and Subsidiary Companies for the
year ended the 31st December, 1945, and subject to our report to
parliament, we certify that, in our opinion, the above Consolidated
Balance Sheet is properly drawn up so as to exhibit a true and correct
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view of the affairs of the Steamships as at the 31st December, 1945, and
that the relative Income and Profit and Loss Accounts, for the year
ended the 31st December, 1945, are correetly stated.

I am prepared to accept the statement of the auditors that this presents a true
and correct view of the affairs of the steamship company. I feel that they
know a great deal more than we do after the cursory discussions we have had
here to-day. In view of their statement that that is a true and correct view
of the affairs of the company I do not think any effort should be made to delete
from the liability side of the balance sheet the Dominion of Canada advances
of $5,059,960.94. I think it should remain as it is, it is not a matter of accounting,
and unless we have some more expert advice it should stay.

Mr. NicuorsoN: I was not casting any reflection on the auditing or on the
accounting.

The Acring CHAIRMAN: Would you so move, Mr. Hazen?

Mr. Hazen: I would so move, Mr. Chairman.

Mr. NicsoLsoN: I do not know that another motion would be in order until
this one has been disposed of.

Hon. Mr. Cuevrier: As I understand it, you have made a motion and
Mr. Hazen has made an amendment to it; his amendment is the adoption of the
balance sheet as it stands.

Mr. NicroLsoN: Has he moved that as an amendment?

Hon. Mr. Cugevrier: He has moved that as an amendment to your motion.

Mr. Pourior: Why not put it the other way and have Mr. Nicholson’s
revised motion appear as a sub-amendment. If that does not carry the report
will be adopted.

Hon. Mr. Cueveizr: 1 have no objection to that. Mr. Nicholson is writing
his motion out. Will he hand it to the chairman?

Mr. NicuorsoN: I understood you had accepted an amendment.

Hon. Mr. CrevrIER: Mr. Pouliot suggested that we take yours as an amend-
ment, and if it is defeated the other carries.

Mr. JackmaN: Before we take a vote on that, I am not very clear in my
mind as to all the figures that have been given out. I was not able to follow
them as well as I would have liked to have this morning. This is the railway
which is operating this company for the government asking that the Dominion
of Canada advances amounting to $5,059,000 be eliminated; is it that, or is it
the profit and loss deficit?

Hon. Mr. Cuevrier: Mr. Vaughan says he is not asking for anything out
of the discussion which arose this morning. Mr. Nicholson made a motion that it
be eliminated from the balance sheet.

- Mr. Jackman: Which amount?
Hon. Mr. Cuevrier: The $5,059,000.

g

Mr. VaugHAN: In the discussion this morning we tried to point out as best -

we could the exact position of the Canadian National (West Indies) Steamships,
and my point was that I did not think it was fair in the first place that these
charges should be debited against the Canadian National (West Indies) Steam-
ships. Now, there they are, and I have done nothing more than point out the
situation.

Mr. Jackman: Then what you want to have written off i the amount of

advances to cover operating deficits.

Hon. Mr. Cuevrier: Advances to cover deficits amounting to $5,059,000; is
that not right, Mr. Cooper?
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Mr. Coorer: Yes.

Mr. Jackman: Then the answer is that if we take the one out the other
disappears.

Mr. VaugHAN: As far as the auditors’ statement is concerned, that state-
ment is perfectly correct. I do not know whether this committee would want
to ask the auditor whether he agrees with our views or not. I think he is here.

Mr. Pourior: 1 do not want to interrupt anybody, but I do not question
what has been done in the past. We are now faced with the future and we have
to make the best possible of the past so that the future is just as encouraging as
possible. That is my stand in the matter. I do not question the accounts or
the accounting at all; from their viewpoint, all is perfectly correct. That is
not what I asked. What I wanted to stress, what I wanted to point out, is the
fact that because the Canadian National Steamships did not have the same
number of Lady ships their sources of revenue are not the same as before, and
they have to resume trade that has been disturbed by the war, and they will
have difficulties to face. What they will do is in the interest of promoting trade
for this country. ¢

Hon. Mr. Cuevrier: I think you will find, Mr. Pouliot, that the president is
entirely in agreement with you on that. I think vou will find, too, that the
government in making available to the steamships the three Parks’ vessels, which
it did at half cost, is trying to assist them in every way it can. I am anxious to
see passenger travel operated if it can be found possible, but I do not think at this
time it would be possible because of the fact that the agreement has not yet been
renewed. When it will be renewed, I do not know; but if it is renewed then I
think is the time to consider passenger service.

Mr. VaveHaN: We have not suggested that any more passenger boats be
bought at this time.

Mr. Pourior: You have made a statement, Mr. Vaughan; but you have
drawn no conclusions, you have left that very discreetly to the committee.
Mr. VavenAN: Exactly.

Mr. Pourtor: You make no suggestions whatever.

Mr. VaugHAN: I made no suggestions at all, simply drew the facts to the
attention of the committee.

Mr. Pouwrior: I think you have been very discreet and we appreciate it.

Mr. JAckMAN: Mr. Chairman, the point Mr. Vaughan brings up is exactly
what was adopted in 1937 in connection with the accounts of the Canadian
National Railways, if they had a deficit on interest account it was to be
forgiven them, it was not treated as a charge against the railways. I take it
that what he is drawing attention to now is that an adjustment should be made
in the accounts of the Canadian National (West Indies) Steamships in the same
way so that these deficits would not have to be carried in the books. That is the
same thing, that is what the point amounts to, is it not?

Mr. VaveuaN: That is the same thing exactly.

Mr. JackMmaN: I can see that that is a most difficult situation, leaving
aside all question of private or public ownership—and in those cases my view
18 well known—Dbut I think that in previous committees I have suggest.e(.i that
this profit and loss deficit of $4,963,000, which corresponds to the Dominion of
Canada advances of $5,059,000 is an illusory thing, and we are only fooling
ourselves as owners of this line. The railways are out of it. The Dominion
of Canada is the owner of this line and as such they are accepting for their
own misinformation each year a balance sheet which, while fully reflecting
the accounting figures—and that is no reflection on the auditors, because they
are reporting what the books of the company show, and that is all their
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certificate represents. But there is no asset in this company to cover this
profit and loss deficit of $4,963,000; and it has largely arisen, according to the
evidence which has been given to us in this memorandum, from the capitalization
of the deficit in the early years of the operation of the line, plus the accumulated
interest on those deficits. I think the thing is most unsound from the ordinary
corporation point of view, and I believe the situation is quite different from
the Canadian National. We are asking exactly what we did in the Canadian
National when the C.N. had losses from 1937 on—operating losses—and had not
sufficient income to pay interest on its indebtedness to the government. It
was forgiven that interest; it was not accumulated, much less was interest on
interest accumulated just to fool ourselves—and that is all we have been doing
in these lines for many years, and now that has grown to a very substantial
amount. And I think that if we are to have a true picture of this line we should
seriously consider recommending to the government that they give consideration
to eliminating the profit and loss deficit, or the Dominion of Canada advances—
which amounts to the same thing, do they not, Mr. Cooper?

Mr. Coorer: Substantially, yes.

Mr. Jackman: Just going on from year to year like this is perfectly
unsound. I recall in the Home Bank case, where the bank failed, they had
loans down in Florida at high rates of interest and they had interest outstanding
which they had not received, and they took the interest on the interest and
the American exchange, and that piled up a big asset which only served to
fool the depositors and the stockholders, too. That is what we are doing in
this case. I do not think that is a debt as far as the lines are concerned, yet
here we are treating it quite differently from the way we treated the deficits of
the Canadian National in the years since 1937.

Hon. Mr. Cuevrier: I see no difference at all.

Mr. Jackman: All they are asking to have done is what you are doing
in respect to the Canadian National Railways at the present time; if they
cannot pay interest to the government, that interest is not accumulated, much
less is it charged on interest which is not paid. Is not that the fact? That is
a question of fact. That was one of the specific recommendations of the 1937
Act.

Mr. NicrorsoN: Do they not bring in a bill each year to pay the deficit,
clear them up every year rather than accumulate them in the form of deficits?

Mr. VaveHAN: If there were a deficit shown it would have to be taken
care of in the form of a bill, or loan of some kind.

Mr. NicuorsoN: Through a contribution of some kind?
Mr. VaugHAN: Yes.

Mr. NicuousoN: That should be disposed of in the same way, instead of
carrying it on our books for all time to come. We ought to have it cleared up.

Mr. VavcHAN: This has provoked a discussion I did not intend. When I
brought it up I was simply giving facts to the committee to indicate that the
Canadian National Steamships had not been the white elephant some people
represent it to have been.

The Acting CHAIRMAN: Gentlemen, it has been moved by Mr. Nicholson,
seconded by Mr. Pouliot, that this committee recommend to the management
of Canadian National (West Indies) Steamships, Limited, that they make
representations to the dominion government to have absorbed $5,059,960,
Dominion of Canada advances appearing in the liability side of the Consolidated
Balance Sheet for the year ending December 31, 1945.

Mr. Harris: And the amendment to that.

S IO,
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Mr. Hazen: I move an amendment: That the committee adopt the
consolidated balance sheet of the Canadian National West Indies Steamships
Limited as shown on the 1945 report of that company.

Mr. NicuoLson: Is that an amendment?

The Actrine CHAIRMAN: That is an amendment. All those in favour of
the amendment please signify. Eight. I declare the amendment carried.

Mr. Pountor: Now, Mr. Vaughan, will you please tell me at what ports
of call the ships of the Canadian National West Indies Steamships Limited stop?

Mr. VaveHAN: I do not think I can do better than this. I have here a
statement showing where the boats were on May 11th. The Sutherland Park
was due at Halifax on May 13th. The Maisonneuve Park was due at St. Kitts
on May 17th; the Catheart at Bermuda on May 10th; the Lorne Park at
Guadeloupe on May 10th; the Chomedy at Dominica on May 11th; the Cartier
Park at Demerara on May 11th; the Canadian Observer sailed from Kingston
on May 5th; the Colborne arrived at Barbados on May 5th and sailed from
Barbados on May 10th and arrived at Dominica on May 11th. The Cavelier
sailed from Antilla on May 8th. The Liscomb Park arrived at Halifax on May
5th. The Lady Nelson arrived at Halifax on May 7th. The Lansdowne Park
sailed for Vera Cruz on May 14th. The Dalwarnic sailed for St. John’s Nfid.,
on May 8th. The Lady Rodney arrived at Reykjavik, Iceland on May 5th.
The Rockliffe Park was at St. John’s on May 11th. The Connector was at
Kingston on May 13th.

Mr. Pountor: Now, will you please tell us who are your agents at each
place?

Mr. VavgHaN: I could get that information for you. I could not give
the names now. We have different agents at almost every place. 1 do not
remember all the names.

Mr. Pourior: But they are like maritime brokers. They act for several
companies at the same time?

Mr. VaveaAN: In some cases they do and in others they do not. They
are all well recognized steamship men in the various places referred to.

Mr. Pourior: Oh, yes, but would it be agreeable to have that list added to
the report of today?

Mr. Vaveaan: We will be glad to file it.

Mr. Pourtor: Are they natives of these v various places or Canadians who
have been sent to each port?

Mr. VaveHAN: I think most of them originally were British firms. Take
in Demarara. There is a British firm there. In Kingston, Jamaica, the firm
is Johnson & Company. They are local people. In fact, Johnson is a coloured
man, and a very able man. He has white partners.

Mr. Poutior: That is not a question, as long as the trade is good, but do
they do some canvassing for the company? g

Mr. VaveuaN: Oh yes, they are very active. -

Mr. JAckMAN: On a commission ‘basis?

Mr. VaugaAN: On a commission basis, yes.

Mr. Pourtor: Do some of your men in the line speak Spanish?

Mr. VavcaaN: I do not think we have any who speak Spanish, except our
own agents at these various places.

Mzr. Pourtor: You have one agent in Mex1co?

Mr. VaugHan: Yes.

Mr. Pourtor: But I mean do you have inspectors on the line who speak
Spanish?
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Mr. VaucHAN: No, we have not.

Mr. Pounior: Do you not think it would be a good suggestion for you to
have a man who is well acquainted with the business of the company and who
speaks Spanish, English and French fluently to visit all these ports and report
to you?

Mr. Vaveaan: Our freight traffic manager in Montreal makes frequent
trips to these various places.

Mr. Pourior: Does he speak Spanish?

Mr. VaveHAN: I couldn’t tell you that. He is a French Canadian. He
speaks French very well and he may speak Spanish. I could not tell you that.

Mzr. Pourtor: If he does not speak Spanish do you not think that it would
be a good thing that he should be accompanied by someone who has spirit and
initiative and who speaks Spanish?

Mr. Vaveaan: We do not go to many points where Spanish is required.
Most of these places we go to are British possessions. Occasionally we do go
to some places like Cuba or Mexico.

Mr. Pourior: Vera Cruz?

Mr. VavcaAN: Yes, that service has just been started.

Mr. Pourior: Two trips?

Mr. VaugaAN: Yes.

Mr. Povrior: A direct service to Vera Cruz?

Mr. VaucHAN: Direct service.

The Acting Cuamman: Will vou give us the budget of the Canadian
National West Indies Steamships?
Mr. Hazex: Do you anticipate that the airplane will interfere much with

passenger service on the steamships? Have you ever made any estimate about
that?

Mr. VavegHAN: We have given that some consideration. It is a very
difficult. thing to estimate. Some people think the airplane business will be
complementary to the steamship business, They think that the airplane will
create new business rather than take away from the existing business. There
is no doubt that people who want to go some place in a hurry will travel by air,
but we do not think it will interfere with our business very much.

Mr. Hazex: If I may just go back for a minute. You have no doubt given
some consideration to that question on the railways. Do you feel that it 18
going to affect your railways very much?

Mr. VaveHAN: We believe it will affect our railways ultimately, particu-
larly in what we call the long haul rear end business. That is the sleeping car
business. I think as time goes on and more airplanes are in operation our business
to points like Vancouver will be affected.

Mr. Hazex: You have never made any attempt to work it out on a per-

centage basis? Have you ever made any estimate as to what extent it will
be affected?

Mr. VaueHax: It would be difficult to do that because both the railways and

the airplanes have been full during the war period, but that is something that
probably can be determined in the next five years.

Mr. Rem: I have two questions regarding ships. Have you considered
on the run to the West Indies the use of a larger cargo ship instead of the
4700 ton ships? I am thinking from an economical point of view. Have you
considered putting on larger ships instead of keeping on with your 3,500 to
4,700 ton ships?

R
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Mr. VaucHAN: These boats that are now on order and will be delivered
this fall are 7,500 ton deadweight ships. They are larger boats. We have
to have some of the smaller boats because many of these ports have not a very
great depth of water, and the facilities are not very good for handling large
vessels. Then, too, sometimes we would not get enough cargo to operate a
10,000-ton boat. Our service would not be so frequent.

Mr. Rem: On a point of information, why is it that on a lot of these vessels
listed with us this morning in some instances the gross tonnage is heavier or
greater than the deadweight tonnage whilst in other ships the deadweight ton-
nage is greater than the gross tonnage?

Hon. Mr. Cagevrier: Where is that?

Mr. Rem: If you look at ships and weights.

Mr. VaveHAN: As you know, there is a different method of computing
gross tonnage and deadweight tonnage. They are two entirely different things.

Mr. BourGEr: What is the difference between gross tonnage and deadweight
tonnage?

Mr. VaveHAN: Deadweight really means cargo weight that can be carried
including storage and fuel.

The Acting CaalrMAN: Can we proceed now with the budget?

Mr. VaveHAN: There is gross tonnage and net tonnage and deadweight
’{)om_lage and displacement tonnage. They are all caleculated on a different

asis.

Mr. Rem: It is interesting because there are ships that must be more
economical to run because some ships that have less gross tonnage are carrying
more deadweight tonnage.

Mr, VAUGHAN: Yes.

Mr. Rem: So those ships that carry more deadweight tonnage must be

smore economical because the same size of crew would probably be put on

each of the ships.

Mr. VaveHAN: Of course, there is this about it, that all these boats are not
ideal for trade. If we were going out to buy or build new boats we would
probably build boats of a different type to-day. These boats were the ones
that were available at the time and they were put into service.

Mr. Rem: That is why I think it might be advisable not to get loaded up
with too many Park steamships.

Mr. VaveaAN: We have bought only one Park steamship and we have
chartered three of them on the bare boat basis, so we are not loaded up with them.

Mr. Rem: They were a splendid war vessel and did a splendid job.

Mr. VaveHAN: These Park vessels have fitted in very well for some of our
West Indies business.

Mr. Pourior: What was your proportion of trade during the war com-
pared to pre-war?

~ Mr. VaueHAN: Oh, we had more trade during the war. We had more boats
n gervice preceding the end of the war.

Mr. Pourior: You carried troops also?

Mr. VaveHAN: We carried troops on the Lady boats. Someone asked
about the budget for the Canadian National West Indies Steamships. Tt is
on page 8.

Hon. Mr. Cuevrier: Page 8 of the Canadian National Railways budget,
the last page. Will you deal with that, Mr. Vaughan?

Mr. VaveuAN: Yeés. We show there in our operating budget that we
expect to have a net operating income of $887,000. We are budgeting for gross
revenue of $3,677,000, operating expenses of $2,790,000 and a net of $887,000,
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and after all the various charges, interest due the public and government interest
are taken into account we budget for a surplus of $416,000 in 1946.

Mr. Rem: Was the statement not made that interest charges had been
reduced from 5 to 2% per cent? .

Mr. VaucaAN: That is correct. Down below there is the capital budget.
There is the purchase of these three diesel vessels we have been speaking about
at a total cost of $3,750,000, and the purchase of one Park vessel at a cost of
$450,000, or a total for new vessels of $4,200,000. There is a note to the effect
that the funds for the purchase of these four vessels will be taken from our
vessel replacement fund.

Mr. Rem: What size vessels are the three diesel-driven cargo vessels?
Hon. Mr. Caevrier: 7,500 tons.

Mr. VaueHAN: They are mentioned in the report. I have a description of
them here. The length of these boats is 436 feet, breadth 59 feet, depth 36 feet,
load draft 25 feet, sea speed 15 knots. They have a cargo capacity of 371,000
cubic feet and a refrigerator capacity of 15,400, a fuel oil capacity of 890 tons,
a fresh water capacity of 218 tons and salt water ballast of 753 tons. They
have passenger accommodation for twelve passengers with five two-berth rooms
and two single-berth rooms fitted with showers and toilets in each room. The
cargo winches and auxiliaries will be electrically operated, and they will be
first-class boats in every respect. -

Mr. Hazex: For whom were they being built in the first place?

Mr. VaveEAN: They were not built for anybody in particular. Some time
before the end of the war it was considered by the wartime shipbuilding that
they ought to, if possible, order an improved type of cargo boat, so that these
three vessels were ordered. We knew they were there and after some negotiations
with the governmert they agreed to turn them over to us.

Mr. Hazex: What companies are building those? 2
Mr. VaucHAN: There is one being built by Vickers in Montreal, one by the

L e

Davies Shipbuilding Company in Levis and I think one by the Burrard Company

in Vancouver.
Mr. Bourcer: They were new ships?

Mr. VaueHAN: Yes, they are brand new ships. They are not completed,
and they will not be finished until September.

Mr. Rem: I move that the report be adopted.
Hon. Mr. Cuevrier: The report and the budget.
Mr. Rem: And the budget.

The Acting CHAIRMAN: It has been moved that the report and the budget
be adopted. All in favor?

(Carried)

The Next item is the annual report of the Canadian National Railways
Securities Trust for the year ended December 31, 1945.

Mr. VaveuaN: T think I will ask Mr. Cooper to read that.
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Mr. CoOPER:
Ottawa, 18th March, 1946.

The Honourable Lionel Chevrier, K.C., M.P.,
Minister of Transport,
OTTAWA.
Sir,
In conformity with Section 23 of The Canadian National Railways Capital
Revision Act, 1937, the Trustees submit the following report of the transactions
of The Canadian National Railways Securities Trust for the calendar year 1945.

The book value of the eapital stock of the Securities Trust has been increased
during the year by $22,631,041.47, as shown hereunder:

Surplus earnings of the Canadian National Railway

Systemh: for Hhe yeas 1045 & .4 S X0 S50 Vs et TV 56 $24.756,130.00
Abandonment of St. Lin Subdivision between

Mile 0.94 and Mile 11.10, and between Mile 15.75 and

Mile® 221 202 v utilb) 1F el o A B G e A e 1,167,121.47
Loss on retirement of rolling stock equipment.................. 957,967.06
Net Gain credited to Proprietor’s Equity................ $‘22,631,041.47:

Application was made by the Canadian National Railways for the release,
for cancellation and cremation, of $160,680.00 Canadian Northern Manitoba
Railway Company 4% per cent First Mortgage Bond due June 30, 1930, and
$486,666.66 Canadian Northern Saskatchewan Railway Company 43 per cent
First Mortgage Debenture Stock due December 19, 1943, held by the Securities
Trust as part collateral in respeet of indebtedness of the Canadian Northern
Railway Company to the Dominion Government refunded by the Government
under Chapter 24, 1917, and Chapter 11, 1918, in order that the underlying trust
mortgages might be dlscharged These matured securities constitute the total
issued under the trust mortgages, which could not be discharged until the
securities had been cancelled and cremated.

In support of the application, officers of the railway company gave oplmons
in regard to savings and other benefits (e.g. facilitating future legal amalgamatlon
of constituent corporations) which would result from the discharge of the mort-
gages, and the trustees were satisfied that the advantages to the National
Railways which would follow such action are more than sufficient to offset any
possible improvement in the position of any securities of the National Railways
in the hands of the public which might result therefrom. The trustees thereupon
authorized, by resolution of August 1, 1945, the release of the above-mentioned
securities to the Canadian National Rallw ays, for cancellation and cremation,
subject to the approval of the Governor in Council as required by Section 21
of the Canadian National Railways Capital Revision Act, 1937. Such approval
was granted by order in council P.C. 6099 dated September 18, 1945, and the
securities have been released, cancelled and cremated.

Pursuant to Chapter 8, 1945, an Act to amend the Canadian National
Railways Capital Revision Act, 1937, the board of directors of the Canadian
National Railways passed a resolution at a meeting held on January 18, 1946,
naming Mr. R. C. Vaughan, Chairman of the Board of Directors and Mr. N. B.
Walton, Executive Vice-President, as Trustees of the Securities Trust.

The trustees present herewith the balance sheet of the Securities Trust as
at December 31, 1945.

W. C. CLARK,
. For the Trustees.
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Mr. Pountor: If you will permit me, Mr. Cooper, will you please tell me
what is the amount of outstanding securities and bonds of the Canadian National
Railways, the Grand Trunk, etc., held in Canada and on the other hand what is
held outside of Canada?

Mr. Cooper: The funded debt of the Canadian National Railways at
December 31, 1945, amounted in all to $573,179,997. Of that amount,
$155,090,022 is payable in Canadian Funds. $33,351,000 is payable in United
States funds. $292,240,942 is payable three ways; that is, United States,

Canadian and sterling. $64,136,000 is payable either in United States or

Canadian. $28,362,032 is payable in sterling. In percentages, 27-06 is payable
in Canadian; 67-99 is payable either in United States, Canadian or sterling,
which means under present conditions that it is payable in United States funds;
and 4-95 is payable in sterling.

Mr. Pourior: What amount has been redeemed since the beginning of the
war, or repatriated, if you wish to so describe it?

Mr. Coorer: The amount repatriated?

Mr. Jackman: You want to know who owns these things. He is just telling
how it is paid. He does not understand your question, Mr. Pouliot.

M. Pouutor: I will go into it.

Mr. Cooper: The par value of the securities repatriated since the war was
$410.577,906.

Mr. Pourior: What is left outside of Canada? Who owns the securities
and bonds of the Canadian National Railways? I am speaking of all of them.

Mr. CoorEr: Which were repatriated?

Mr. Povrior: No. I thank you for the information that you have given,
but I am speaking of the outstanding securities and bonds. Who owns them?

Mr. JackmAN: The beneficial owners.

Mr. VaveHAN: They are spread all over, amongst the insurance companies
and others,

Mr. Pouvrior: What part is in Canada and what part is outside Canada?

Mr. Cooper: I have just read that.

Mr. Jackman: No. That is how they are paid.

Mr. Cooprer: I beg your pardon. I cannot tell you that.

Mr. Pourior: You cannot tell us that?

Mr. Coorer: No.

Mr. JackMAN: Are there any left in England, or in the United Kingdom?

Mr. VaveaAN: I do not think there are any left in England. Any that
were in England were repatriated and vested, except those over which the British
government had-no jurisdiction, such as cecurltles which were held in foreign
countries; perhaps some in Holland, Belgium, France and so on.

Mr. JackMAN: You refunded one issue in the United States recently?

Mr. VaucgHAN: Yes. We have been refunding issues in the United States
as they became due and borrowing the money from the Canadian government to
pay them off, so the debt was transferred to the Canadian government from
the public.

Mr, Pourtor: Were the perpetuals all repatriated?

Mr. VaveHaN: All perpetuals that were in England were vested and brought
out here and are now in the possession of the government.

Mr. Jackman: May I just ask this question? I do not recall the passing
of that Act in the House last year where we revised the Canadian National Rail-
ways Capital Revision Act pursuant to chapter 8, 1945, as it says here. Why
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was it feund necessary to add Mr. Vaughan and Mr. Walton to the trustees?
After all, they are to be trustees on behalf of the people of Canada.

Mr. Cooper: The original Act which set up the securities trust provided
that there should be three railway officers as trustees and it named them by
positions. I beg your pardon, I am wrong there. I should have said two officers.
It was provided that there should be two officers, the chairman of the board
of directors and the vice-president of finance. The position of vice-president
of finance was abolished in 1945, and therefore it became necessary to amend
the Act. The situation now is that two persons nominated by the board of
directors of the Canadian National Railways are trustees of the securities trust.
The other trustees are officers of the government.

Mr. JackMAN: The majority are non-railway people?

Mr. Coorer: Yes.

Mr. VaveaAN: That is correct.

Mr. Cooper: The directors are shown at the front of the Report.
Mr. Jackmax: Yes; I see them there now.

Mzr. VavguAN: There has been no additional representation as far as the
railway is concerned.

Mr. JackMAN: I do not recall the change being made in the House. From
the note which the trustees make about the cancellation and cremation of these
bonds, the inference is that the total issue is not retired, but that there are some
bonds under the same mortgage in the hands of the public. Is that the under-
standing? That is in the first three paragraphs. '

Mr. Cooper: The securities which were released were some collateral
securities which were being held by the securities trust. The trustees of the
mortgages enquired of the railway—as one of them matured in 1943—if it
was the desire of the railway to cancel the mortgage. The matter was looked
into and it seemed to be an advantage to get that mortgage cancelled, so
application was made by the railway to the securities trust. There was no reason
why they could not be cancelled and it has been done.

Mr. Jackman: It says here:

...and the trustees were satisfied that the advantages to the National
Railways which would follow such action—

Namely, cremation.

—are more than sufficient to offset any possible improvement in the
position of any securities of the National Railways in the hands of the
public which might result therefrom.

I was wondering why that statement had been made and wondered if it was
because some bonds of some issue which was cremated were still outstanding in
the hands of the publie, so that against that specific charge on a piece fof the
railway you had now less bonds outstanding, and all the bonds so outstanding
were in the hands of the public in the place of some of them being in the hands
of the securities trust. . :

Mr. CoopEr: Since 1937, from time to time, some of the collateral has been
cancelled, for reasons which the railway felt were worth while. The trustees of
the securities trust asked the railway for the reasons why they felt these
securities should be ecancelled, and we gave reasons. Certain language was
adopted at the time, that the advantages to the railway in getting these securities
out of the way more than offset any possible disadvantage there might be in
improving the position of any junior securities; and we continue that language
every time we make an application to the securities trust for cancellation. In
respect of these particular securities, there is no important advantage aceruing to

64552—4
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the railway from the cancellation of the securities, except the fact that they
served no particular purpose, they were a mortgage on the property, and we were
paying fees to outside trustees for no good purpose. It is one of the things
necessary to clean up our situation as we have the opportunity to do so.

Mr. JackmaN: I have not put my question across to you yet, Mr. Cooper.
I am simply asking this. You retired certain obligations on certain parts of the
line. Are there obligations on those same parts of the system ranking equally
or junior to the obligations which you have retired, and are those junior jobli-
gations in the hands of the public?

Mr. Coorer: I would say yes, in all probability, without checking that up.

Mr. JackmAN: But you think there is no improvement? ‘

Mr. Coorer: We do not think that the improvement in the position of the
junior securities is important at all.

Mr. Rem: I move the adoption of the report.

Mr. Bourcer: I second that.

The Cuamman: It has been moved that the report be adopted. What is
your pleasure, gentlemen?

(Motion agreed to.)

Hon. Mr. Caevrier: The next thing is the auditors’ report.

Mr. JackmaN: I might say, Mr. Chairman, that I think we should take a
look at the certificate of the auditors. I think, under the Companies’ Act, it has
to be read at ordinary company meetings.

1;/1r. Cooper: Do you wish me to read the balance sheet of the securities
trust?

Mr. JackmaN: Oh, you do not have to do that, I do not believe. It is the
same as last year, except for the verbal report, I take it.
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THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST

Bavance SHEET AT 3187, DECEMBER, 1945

Claims for Principal of Loans—
Canadian Northern Railway.............
Grand Trunk Railway
Grand Trunk Pacific Railway
Canadian National Railway Company . ..

$312,334,805.10
118,582, 182.33
116,006, 599.08
96,936,971.75

Claims for Interest on Loans—
Canadian Northern Railway.............
Grand Trunk Railway...................
Grand Trunk Pacific Railway .

$ 309,702,897.65
103, 250,802, 95
107,326, 622.84

Canadian National Railway CompanyA : 54,501,313.57
Transactions subsequent to 1st January, 1937,
aﬁ'edzg; the book value of the capital stock
of the rities Trust—
Canadian National Rallway System:
Year 1945 Total to Date
Surplus Earnings. . ... $24,756,130 00  $112,502,061.64
e P L LT R st IR © U e 19,105, 651.38

2,125,088 53 19,938,5694.12

Capital Losses. ..

Collateral Securities—
TR i Y S i S I GG SO e G

$ 643,860, 558.26

574,781,637.01

111,674,118.90

$2,330,316,314. 17

CERTIFICATE OF AUDITORS

LIABILITIES

Capital Stock Owned by His Majesty—
5,000,000 shares of no par value capital
stock:—Initial stated value.............

Gain from transactions subsequent to 1st
January, 1937—per contra.................

Amount by which the book value of claims
and interest thereon—per contra—exceed-
ed the initial stated value..................

$ 270,037,437.88

111,674,118.90 § 381,711,556.78

948, 604,757.39
$1,330,316,314.17

T. H. COOPER,
Comptroller.

We have examined the books and records of The Canadian National Railways Securities Trust for the year ended the 31st December, 1945,

There have been produced for our inspection the Notes and Other Evidences of Indebtedness, the Collateral Securities and the Certificate of
the Special Depositary, as set out in Schedule A.1 attached hereto.

We certify that, in our opinion, the above Balance Sheet is properly drawn up so as to exhibit a true and correct view of the accounts of the
Trust as at the 31st December, 1945, in accordance with the provisions of The Canadian National Railways Capital Revision Act, 1037,

GEORGE A. TOUCHE & CO.,

15th March, 1946.

Chartered Accountants.

ONIdIIHS ANV SAVMIIVY
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THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST

Schedule A.1

SuMMARY oF INDERTEDNESS TRANSFERRED FROM THE GOVERNMENT TO THE SECURITIES TRUST

Loans Outstanding
CANADIAN NORTHERN RAILWAY:

S0 Loan, Chapter 6, 201 o diie? Lo S ail Bkt s staosaiihap e ivd $  2,396,099.68
£ A% Tan, CHapter 20 B014: S0 Dntas trhos tocat < atiis s syt wiass 5,294, 000.02
Bohh NG hapter-ds 1018, 0 oot o oy Sl s e o 10, 000, 000.00
o Lo, CRANEEE. 20, TOIB. iiu. i woisisrvsm wits Sed binatlenie sk 4 os 15,000, 000.00
Aomporary: Lopm. - FOER napRIAY | 0 a e s i eebie s S 5 i s s s 7 PP K kel RS il
16% Loan, Chapter 24, 1917 .................................. 25,000, 000.
00 Poar, Vol 100, 1008 ©.0 v e b bt s e 25,000,000,
16% Loan, Vote 108, s e R e BT e A R e L e 35,000, 000.
18% Eoan. WV oteti T 300 ity LR o w30 M ke v 20 W enbl s 48,611,077.
99 Nahe Tota 108 dani o va’ ST Rt T 44,419 806,42
o Loa.n, 3 e W ST A CRT e e et e R TR St 42,800, 000.
Loan, War Measures Act, 1918, .......c..coiiieiiannnnnss 1,887,821.16
ts«y"’ Equipment Loan, Chapter 38, 1918..... .01 00 101111111 56,926, 000.82
Indebtedness refunded by Government under Chapter 24,
20 s O 0 T A T 0 B2 e A L e A e A B U e A 3 s T
TMotteage covering loBnE abOYe: .1 e i s s vre v i L w ey s n yn e
Total Canadian Northern. .. ........veiiensonensns $ 312,334,805.10
GBAND TRUNK RAILWAY:
7% TORn, SV Ote AT SID A TId S8 i, ol ot s ety S owilini g $ 25,000,000.00
6& 1 P AT R D R e b L R e DT 55,203,435.18
Loan, Vote 137 L e R G e SO e e 23,288,747.15
Loa.n to G.T. Pacific Chapter 23, 1913 guaranteed by
Grand i et AN B S L R S R R R i 15,000, 000. 00
Temporary Loans, repaid through subsequent issues of
guaranteed BecuritieAnIOANR ;& s o vy Mt s s b s B L e ey e e
Gtal GrRnd TEERBE 5355 Ui s oo Ratare o s s e $ 118,582,182.33
GrAND TRUNK Pacrric Rammway:
S RBond s Ohapter P4, 1918 0 30 cis . o vl TR s s ss $ 33,048,000.00
B soan-Chanter 4. T0081 Sy 0 hi ) Th e g st s 5o 6,000, 000.00
895 OB VOB BRI e F O 005, o 107150 D6 s atars 3oV SaIRE ¢ & vsidis o 7,081,783.45
B Toan C VatSeddd 10T, oaliat cah s ol U Py el e i b A 3 5,038,053.72
" 6% Loa.n, jorer R L SR ER R g AN T S LRSS e 7,471,399.93
Receiver’s Advances, P.C. 635, March 26, 1919, ....v.¢...0d45 45,764,162.35
Interest Guaranteed by i A SRR S e T S 8,704, 662.65
Interest Guaranbeed by Provinces of Alberta and Saskat-
.................................................. 2,898,536.98
Agreement. with Government under Chapter 71, 1903........  ............
Total Grand Trunk Pacific.........cooivvevinnonets ~$ 116,006, 599.08

SSk2288R

*Notes and Collateral Held

None. Charge is on premises mortgaged October 4, 1911.
None.

None.

Mortgages dated June 23 and June 26, 1916. .

$ 497,566.80
33,012,414,32
27,203,003. 65
40,031,122.27
53,008,779.65

6% Demand Notes
6% Demand Notes
6% Demand Notes
6% Demand Notes
6% Demand Notes

6% Demand Notes 50,259,312.47
6% Demand Notes 46, 691 634.60
(A Bt G e T R N A LR T S N A S 5,700,000.00
31% and 41% Debenture Stocks..........coooiiieniiiinie s s 1.39 399.00
B B T IO IN GO e e e e r it Makatws) SRR, s WIS eirs 56,858, 496.44
Miscellaneous Bonds and Debentures.................ooviiunn 14,097,470.59
Miscellaneous Bonds and Debentures..................coovouvs 20,721,191.12
Mortgage dated Noventber: 18, 2017 il Giivis s « soviows s s a1 te s as s pie e s
0% DiomnAndrINOERB Y 5 | 17 0 Gl s Wi e s v 5ol TS e A $ 25,479,226.97
B SRR N OLOR T i\l ok SR i h o i et st ihe Wb an s 56,646,816.12
R s B ST L AN S AN R et St e e 23,288,747.156
D BTN T T AR el U I W S PN S RO 15, 000, 000.00
C LS gl B 1 0 1L AN R e e R R S R S ol 15, 000, 000.00
AL TIohenture Booley:. o o e iniv ot Beifbami's ot vih o s pyie SR 60,801, 700.00
6% 2nd Mortgage Equipment Bonds..................oooeiunn 1,693,113.33

B9 At M OTUEARA BIONARS, ;' v & 5is a5 5 s v/ pom a S g e 0 K 0 40 $ 33,048,000.00
A% St RONARSE. s 5 vrs sy s e as ) ks bk sy s 7,499,952.00
Mortangs, June PR ROE0. A o L o0 e GmTenie & pa e 8 bon fa salA b 58

Mortgage, October 18, 1917
Mortgage, October 18, 1917

Hocotrnr's Ustfiontion:, .o, .. o0« 28 S JUail ) v s buh o 4.5 507 0 B2 53,339,162.74
Cremation Certificates, coupons destroyed..................... 8, 698, 170.42
Cremation Certificates, coupons destroyed.................... 2,925,723.88
Grand Trunk Pacific Development Company Capital Stock. . 2,999, 000.00

Jorward
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Schedule A.1—Concluded

THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST
SuMMARY OF INDEBTEDNESS TRANSFERRED FROM THE (GOVERNMENT TO THE SECURITIES TRUST

Loans Qutstanding *Notes and Collateral Held
CANADIAN ‘NATIONAL: RATWAY COMPANY: - . o o s am a0 w e ne 5 - (B89 Canadian Northern:Demand Note. ... ... 55 0. con s atenn § 12,655,019.57
8% Loan, VatB aad o s e s el e s g e s $ 24,550,000.00 P, :;";llig,gg(l)g(li

1,318,315.86

R T S g SRy ot SR RN T o oL T 10,000,000.00  { G.T.P. Receiver’s Certificates. ...... : .. 4,691,173.58

............................. 1,530,822.24

(ETLm e | 5 2 v e W R e s s e B dset iSO snnaiarrdN orthern i e naatick INOUE 2 - ains s s s e 9,496,718.21

AT A ey RO OO SRR T o £ 110,000,000.00 {G.T.P. Receiver's Certificates. ........................ .Cr. 1,492, 425.17

(2 ey B T T T R R SRS SRl M. AMCR AT SR ey 45 - 1,530,802.80

5% Canadian Northern Demand Note......................... 9,062, 624.30

A T VR 7 Y L SR U R R e SRS e S 10,000, 000.00 G T P e Recoiver s OertiAdatan-. 07 2 dasih Fyit cwa e s s e Cr. 864,898.78

S A L 0T T R R S 1,530,880.56

5% Luogin, VO te 880, JOR0T TR { o WSS i it scia s s 154 kg 2,932, 652.91 5% Canadian National Railway Company Demand Notes. .. .. 2,932,652.91
5% and 5}4% Loans, Chapter 22, 1931............ ........... 29,910,400.85 - 5% and 514% Canadian National Railway Company Demand

Notea: . e R R S e 29,910, 400.85

5969 Loaniy Chanter 0,:1982 052000 1 o e i SOl ilidian 11,210,815.56 514% Canadian National Railway Company Demand Notes... 11,210,815.56
166,877.6376 shares of Capital Stock of Grand Trunk Western

LS I e o T e SR DB e e L ISR I St el 4,171,940.94

P ainorary . Hon LDBMRTOnaitl ;. il iy s P Ttertts oo G 1 M8 5% Py i b gid o

ok 4 5% 1st and General Mortgage Temporary Gold Bonds of Central

\ e o) e 0T el e PR GRS L e B R T 8, 609, 000.00

Cr. 1,666,897.57

Total Canadian National Railway Company........ $ 96,936,971.75
2 iy 7o o R R B S B e, LSS i DR o e $ 643,860, 558.26

*The Notes and Other Evidences of Indebtedness and the Collateral Securities are all held for safekeeping in the vaults of the Department of Finance, Ottawa’
excepting Grand Trunk Pacific Railway 3% 1st Mortgage Bonds in the amount of £5,307,000 ($25,792,020) which are held for safekeeping by the Bank of Montreal,
London, England, as evidenced by the certificate of that depositary.
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Hon. Mr. Curveier: Who is looking after the auditors’ report?

Mr. VaveHAN: Mr. Matthews.

The Cramman: Is it the wish of the committee to read the auditors’ report?
Mr. Hazex: Yes.

The Cuamrman: All right, Mr. Matthews.

Mr. O. A. MarraEws: Mr. Chairman and gentlemen, we deal with the
Canadian National Railways annual report first. The auditors’ report is as
follows:

15th March, 1946.
CANADIAN NATIONAL RAILWAY SYSTEM

Tuae HoNOURABLE THE MINISTER OF TRANSPORT,
Orrawa, CANADA.
Sir:—

Acting under authority of The Canadian National-Canadian Pacific Aect,
1933 as amended 1936, and Chapter 6, 1945, *‘An Act respecting the appointment
of Auditors for National Railways,” we have audited the accounts of the
Canadian National Railway system for the year ended the 31st December, 1945,
and we now submit, through you, our report to parliament.

Supplementing our audit certificate appended to the accounts published by
the railway, we comment on the comnsolidated income account, consolidated
balance sheet and general scope of audit as follows:

CONSOLIDATED INCOME ACCOUNT

The surplus amounting to $24,756,000 for the year 1945 is summarized
hereunder:—

Surplus after making provision for the general expenses of operation

but before fixed charges and depreciation.................... $92.306,000
PRSBSOS R i SRR R L R e 49,009,000
Sirplns before AePrECTATION ;. 3 . 5vs btiin e o o aa b isrs e o b S Bl 43,297,000
7SI P s T 1 A e e o et e R RS g T S GG E RS (LT 18,541,000
STy o R A R a e R oty S R DO b e s SRR e $24,756,000

The general expenses of operation largely consisting of wages and materials
include the following items, reference to which may be of interest:—
(a) Replacements and retirements of fixed properties—execluding the St
Lin line abandonment charged to proprietor’s equity; :
(b) Deferred maintenance on a reduced scale from the previous year—in
respect of fixed properties and equipment;
(¢) Pensions covering
(I) Ra(iilvv'ay’s portion of payments to retired employees under all plans,
an
(IT) Imcrease in pension contract reserve for the railway’s portion of
estimated capital amount of all pension contracts in force at the
year end under the 1935 Plan;
(d) Insurance premiums mainly on risks carried outside of the insurance
fund;
(e) Foreign exchange;
(f) General taxes, and
(9) Balance of amortization of certain defence projects considered as having
no potential economic value in post-war operations.
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It was not considered necessary to increase the wartime price reserve for material
and supplies inventories in 1945.

Fixed charges, shown in the foregoing summary and in accordance with the
principles defined by the Interstate Commerce Commission, cover interest on
funded debt held by the public, interest on loans from the Government, interest
on unfunded debt, amortization of discount on funded debt and rent for leased
roads and equipment. The ratio of these fixed charges to operating revenues was
11-3 per cent as compared with 11-4 per cent in the previous year.

Interest and discount on funded debt averaged 4-37 per cent and interest on
loans from the dominion government 3-12 per cent or a composite rate of 3-70
per cent at the year end. These percentages are exclusive of foreign exchange.

Depreciation provision has been made for the equipment of both the
Canadian and United States lines of the National System. The normal depreci-
ation rate for the Canadian lines has been increased for the full year to equal
the latest available-composite of the rates used by the Class I railroads in the
United States, the special provision made in prior years for abnormal wartlme
use of squlpment being discontinued for the year 1945.

In respect of depreciable fixed properties—defined in the 1943 order of the
Interstate Commerce Commission as including bridges, buildings, stations, shops,
ete., but excluding track structure—depreciation provision has been made during
the year for the United States lines of the National System in accordance with
the 1943 order but not for the Canadian lines which continue on the retirement
basis.

Replacements and retirements of fixed properties, as charged to operating
expenses through the appropriate primary accounts in maintenance of way and
structures, are matters on which some explanatory comment may be helpful.
The term “replacements” refers to major renewals of facilities continued in
gervice whereas the term “retirements” refers to facilities withdrawn from
service and not replaced. The aforementioned charges to maintenance of way
and structures accounts covering loss of service life, 1 e. ledger value less salvage,
relate mainly to the following:—

(a) Replacements of bridges, buildings, stations, shops, ete. on the Canadian
lines only;

(b) Replacements of track structure i.e. ties, rails, other’track material
and ballast, on both the Canadian and United States lines;

(c) Retirements of bridges etc. on the Canadian lines only, and

(d) Retirements of track structure on both the Canadian and United States
lines. The foregoing replacements of bridges ete. are charged to the
relative primary accounts for each class of property as are the replace-
ments of track structure with the addition of the track laying and
surfacing account and the retirements of bridges ete. together with
track structure are charged to road property—retirement account. In
addition to these charges for replacements and retirements, the mainten-
ance of way and structures accounts include the cost of “day-to-day”
or “running” repairs and renewals on both the Canadian and United
States lines. The loss of service life in replacements and retirements
of bridges, etc. on the United States lines is charged against the
depreciation reserve established under the 1943 order of the Interstate
Commerce Commission. In the broad consideration of replacements
and retirements, it should be borne in mind that the wartime reserve
for deferred maintenance of fixed properties applies partly to such
replacements and retirements as were postponed because of traffic
demands durmg the period of military hostilities. '
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In the matter of current maintenance policy we have received certificates
from the responsible officers to the effect that, subject to the war-time conditions
which necessitated the provision for deferred maintenance, the fixed properties
and equipment of the National System have been maintained in a proper state
of repair and in an efficient operating condition during the year.

With respect to physical retirements of fixed properties and equipment, we
have been furnished with certificates from the responsible officers to the effect
that, insofar as traffic demands would permit, such physical retirements as
should have been made during the year 1945, as a result of wear and tear and
obsolescence, have been made and that notification of all such retirements has
been given to the accounting department.

The surplus for the year shows an increase of $1,729,000 in comparison
with 1944. The decline in operating revenues was more than offset by decreased
war-time provisions for deferred maintenance, equipment depreciation and
inventory price adjustments; decreases in interest and the net amount of
miscellaneous income acecounts; that portion of the wage adjustments retroactive
to 1943 which was taken up in the 1944 accounts—Iless additional maintenance
work, costs of moving traffic and charges for pensions.

The term “surplus” used in the consolidated income account is synonymous
with the term “surplus earnings” used in the Dominion of Canada—proprietor’s
equlié%r account the composition of which is defined in the Capital Revision Act
of 78

In the five year period of 1941 to 1945 the National System, with a record
volume of traffic, has been able to make loan repayments to the government
of $112,502,000 out of working capital created by surpluses. Whilst this has
demonstrated that, given the traffic volume, the National System can be operated
to the benefit of the broad economy of Canada, we would, nevertheless, commend
to Parliament, for such consideration as it may deem practicable and necessary,
the impact of the accumulated war-time increases in wage rates and material
prices as carried into the post-war period on the operating results from
prospective post-war revenues.

Consolidated Balance Sheet

The total amount of the investments in fixed properties and equipment as
brought into the National System accounts at the 1st January, 1923, from the
books of the several corporations and the Canadian Government Railways was
accepted by us. As against the corporate portion of such property investments,
there have been applied the substantial reductions authorized by The Canadian
National Railways Capital Revision Act, 1937. Since the 1st January, 1923,
the net additions and betterments as a whole of the National System have been
shown on the basis of cost. During the year 1945 the net additions and
betterments amounted to $10,584,000, the principal expenditures being for the
purchase of rolling stock and the construction of the Bout de I’Ile' Branch Line.

The several special funds of the National System including sinking funds,
capital and other reserve funds, deferred maintenance fund, insurance fund and
pension contract fund, amounting in total to $85,921,000, are composed
principally of investments in the securities of dominion, provineial and municipal
governments and in the securities of companies within the National System
together with cash. The year-end market value of the securities held in these
special funds in total exceeded the book figure. During the year 1945 the total
amount of the funds inereased $8,780,000.

. The insurance fund includes the amount set aside for unadjusted loss claims
at the date of the balance sheet. The fund decreased $330,000 during the year
as a result of heavier than usual fire losses but, in view of the fact that the
long term level of the fund was maintained, no adjustment through operating
expenses has been made in 1945.
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Investments in affiliated companies, as detailed in the relative schedule, are
represented by the capital stocks, bonds and obligations for advances of
companies affiliated with but not forming a part of the National System. Apart
from the Trans-Canada Air Lines, this type of “unlisted” investment is made,
in association with other railways, primarily to secure the benefits of traffic
interchange and terminal facilities. The basis of the balance sheet figure is
cost or, in respect of certain United States securities, less than the special
valuations approved by the Interstate Commerce Commission. Apart from the
Trans-Canada Air Lines, the 1945 financial statements issued by the companies
representing the larger investments indicate that:—

(a) The affiliates have utilized the funds from the sale of their securities up
to the 31st December, 1945, mainly for investment in Fixed Properties
Equipment;

(b) No operating losses of major importance were sustained during the year
1945 excepting that of $884,000 in the case of the Northern Alberta
Railways Company, 50 per cent of which loss has been taken up as an
income charge by the National System, the other 50 per cent being
chargeable to the Canadian Pacific Railway;

(¢) Having regard to their working eapital position, reasonably liberal
dividend policies are followed by those affiliates showing substantial
earnings, and

(d) No corporate deficits have been accumulated up to the 31st December,
1945. This indicated position, however, should be considered in
conjunction with the varying accounting policies relating to acerued
depreciation of fixed properties. Generally speaking, the principal
affiliates in Canada do not accrue such depreciation whereas those in
the United States have done so since the 1st January, 1943, in accord-
ance with the relative order of the Interstate Commerce Commission.

- During the year investments in affiliated companies increased $632,000, mainly

with respect to the purchase of additional bonds of the Northern Alberta
Railways Company and Toronto Terminals Railway Company in order to
finance 50 per cent of the capital requirements of those companies in 1945, the
other 50 per cent being subject to financing by the Canadian Pacific Railway.

Other investments are comprised partly of securities of the Dominion
Government and those of companies within the National System in the amount
of $619,000, the balance being represented by ‘“unlisted” investments of a
miscellaneous character valued at or below cost. The year-end market value
of the Dominion Government and National System securities in total exceeded
the book figure. Other investments as a whole decreased $930,000 during the
year.

Temporary cash investments are represented by Dominion of Canada
securities held principally in respect of the reserves for material and supplies
inventories and amortization of defence projects. The year-end market value
of these securities exceeded the book figure.

Current assets exceed current liabilities in the amount of $68873.000
equivalent to a working eapital ratio of 2-2 to 1. This compares with $69,376,000
and 2-2 to 1 respectively in 1944. The working capital position of the National
System is regulated, broadly, by the application of the cash from depreciation,
amortization and surpluses in the reduction of capital debt and requirements for
capital additions and betterments.

Other deferred assets are composed mainly of contracts receivable in
connection with the sale of land in Western Canada. It may be of interest to
note that the unsold land is included.in miscellaneous physical property.
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Discount on funded debt represents the unamortized portion of the discount
incurred at the time the relative securities were sold, which will be written off
against income in annual instalments during the remaining life of each issue.

Other unadjusted debits consist oi the unamortized cost of opening ballast
pits which is to be written off on the basis of yardage used; the estimated salvage
value of non-perishable material in ballast pits and other temporary tracks;
accepted inter-line freight claims paid in advance of investigation with other
carriers, and debit items not otherwise provided for or which cannot be disposed
of until additional information is received.

Long term debt does not include securities held in the treasury of the railway
nor those held as collateral by The Canadian National Railways Securities
Trust and the Dominion Government. ;

The combined capital debt was reduced by the net amount of $27,176,000
during the year. Generally speaking, this net reduction results from loan
repayments to the government out of working capital created by surpluses, plus
serial debt payments—Iless the balance of capital requirements for additions
and betterments.

The corporate reserves for pension contracts, insurance, depreciation,
amortization of defence projects, deferred maintenance and material and sup-
plies inventories aggregate $185,631,000, of which $89,616,000 is represented by
special funds and other specific investments. Furthermore, of the aforemen-
tioned $185,631,000 some $71,843,000 represents the amount carried forward
in respect of special war-time provisions for depreciation of equipment in excess
of normal rates, amortization of defence projects, deferred maintenance and
material and supplies inventories. The reserves as a whole increased $25,464,000
during the year.

Accrued depreciation—Canadian Lines—applies only to equipment and
dates from the 1st January, 1940, retirement accounting continuing in effect
for fixed properties.

Accrued depreciation—United States Lines—applies to equipment from a
date prior to the 1st January, 1923, and to fixed properties (excluding track
structure) mainly from the-1st January, 1943.

_Other deferred liabilities are comprised principally of the outstanding
capital amounts of the workmen’s compensation awards by the Provinces of
Ontario and Quebec, and the balance of the obligation to the State of Michigan
in respect of the wider Woodward Avenue extension in Detroit.

Other unadjusted credits are made up of the Canadian Lines’ estimated
proportion of prepaid revenues on freight in transit; estimated liability for
injuries to persons; estimated liability for loss and damage claims, and credit
items not otherwise provided for or which can not be disposed of until additional
information is received.

Dominion of Canada—Proprietor’s Equity—is set forth in the balance
sheet and the relative schedule in accordance with section 2 (f) of The Canadian
National Railways Capital Revision Act, 1937, which defines the composition
of the account. The dominion’s equity increased in the net amount of $22,631,-
000 during the year as the result of surplus earnings less capital losses on the
abandonment of the St. Lin subdivision and the retirement of equipment. In

respect of the latter item it should be pointed out that as no depreciation -

accruals were made prior to 1940, the loss of service life, i.e., ledger value less
salvage, has been charged against the reserve to the extent of depreciation
accruals from 1940 the balance being charged against the equity account,
which procedure is in line with the principle adopted by the Interstate Com-
merce Commission when depreciation accounting for equipment was first
instituted for United States railways. The following explanatory comments
may be of some value in clarifying this account;



(a)

(b)

(c)

(d)

(e)
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The Proprietor’s Equity Account, as detailed in the relative schedule,
may be compared in principle with the shareholders’ equity in privately
owned corporations represented by the combined book value of capital
stock and surplus.

The Capital Stock of the Canadian National Railway Company is the
medium through which the Dominion controls the corporations which
formerly were privately owned but now form part of the National
System.

The initial stated value of the capital stock of The Canadian National
Railways Securities Trust is shown as at the 1st January, 1937, and
represents the total amount of the corporate loans by the Dominion
utilized for capital purposes prior to that date as converted to share
capital.

The surplus earnings of $112,502,000 are for the years 1941 to 1945
inclusive and the capital gains on repatriation of securities and capital
losses on major retirements of road and equipment not covered by
depreciation accruals are for the years 1937 to 1945 inclusive. These
surplus earnings, capital gains and capital losses of the National
System have been applied in their entirety to the capital stock of the
Securities Trust. Section 12 of The Canadian National-Canadian
Pacific Act, 1933 as amended 1936, stipulates that “Income deficits
shall not be funded”.

The capital expenditures by Dominion of Canada on Canadian Govern-
ment Railways represent the direct appropriations by parliament prior
to entrustment and are exclusive of certain capital expenditures on
the Crown property financed by the Canadian National Railway
Company out of funded debt issues and government loans.

Major contingent liabilities are outlined in the relative schedule. In respect
of Pension Plans referred to therein, we would point out that:—

(a)

(b)

Under the 1935 Contractual Plan a reserve is set up on the books of
the railway against the estimated capital value of contracts in force
but not against pensions conditionally aceruing. The reserve is
represented by the Pension Contract Fund the assets of which, amount-
ing to $29,671,000, are in the form of Dominion of Canada securities
together with accrued interest and cash. The contributions by em-
ployees presently in service are invested through the separately
administered Pension Trust Fund, the accounts of which are not
included with those of the railway. The assets of the separate Pension
Trust Fund amounting to $21,197,000 are in the form of Dominion
of Canada and Dominion Guaranteed National System securities
together with accrued interest and cash. The total amount of the
two funds in operation under the 1935 Plan is $50,868,000.

Under prior non-contractual plans no reserve is set up against either
the capital value of pensions now being paid or those conditionally
aceruing.

In considering the foreging, it should be borne in mind that operating expenses
are charged with pension costs covering

(I) Railway’s portion of payments to retired employees under all Plans,

and

(IT) Increése in Pension Contract Reserve for the railway’s portion of the

estimated capital amount of all Pension Contracts in force at the
year end under the 1935 plan. ’
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Where foreign currencies are involved, the accounts of the National System
are stated in Canadian funds converted mainly at the par of exchange.

" During 1945 the Interstate Commerce Commission preseribed changes in
the composition of certain primary accounts in the balance sheets of United
States railways. In so far as they were applicable, the National System has
adopted such changes in the Consolidated Balance Sheet.

General Scope of Audit

The general scope of the test audit of the National System accounts for
the year 1945 may be outlined briefly as follows:—

(a) Examination of major expenditure authorities in conjunction with
the recorded resolutions of the directors, which in turn are related to
Corporate By-Laws, Orders in Council and Acts of Parliament;

(b) Audit tests in the offices of regions, separately operated properties and
system headquarters, limited to a eross-section of the major expendi-
tures so authorized;

(c) Examination into the adequacy of the internal audit control in general
as exercised by the accounting staff of the system. In this connection
we work in collaboration with the executive accounting officers at
headquarters having as a common objective the securing of maximum
internal protection to the system in the control of cash receipts and
expenditures, securities held, material stores, accounts receivable, ete.,
and through the carrying of Fidelity Bond Insurance with outside
Underwriters, and

(d) Audit and certification of the Consolidated Income Account and Con-
solidated Balance Sheet for presentation to parliament, which body is
thus placed in possession of facts upon which conelusions can be reached
as to the stewardship of the duly appointed administrators of the
system.

The test audit covers the various balance sheet accounting units in Canada,
the United States and Great Britain with Income Accounts originating in the
Revenue Offices, Regions, Separately Operated Properties and System Head-
quarters. These accounts apply to some 86 companies, as detailed in the relative
schedule, and the Canadian Government Railways which comprise the National
System as an operating entity.

Apart from those pertaining to the Canadian Government Merchant Marine
Limited and the Trans-Canada Air Lines, the holdings in the capital stocks of the
affiliated companies, as set out in the relative schedule, are insufficient to give
voting control and aceordingly the companies are not treated as units of the
National System nor are their accounts audited by us. In a few instances their
accounts are certified by public accountants but for the most part they are
audited by joint committees composed of National System accountants and
representatives of outside interests.

Canadian National Railways Securities Trust

The constitution of the Securities Trust is set out in Seetion 12 of The
Canadian National Railways Capital Revision Act, 1937 as amended 1945, as
follows: —

There shall be a eorporation to be known as “The Canadian National
Railways Securities Trust,” hereinafter in this Aet referred to as the
“Securities Trust,” consisting of five trustees who shall be the persons who,
respectively, hold the offices from time to time of Deputy Minister of
Finance, Deputy Minister of Transport and Deputy Minister of Justice

« and such two officers of the National Railways as may be named from
time to time by resolution of the Board of Directors of the National
Railways. The trustees shall serve without remuneration.
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The primary function of the securities trust, as provided in Section 13 of
the Capital Revision Act, is the holding alive of the corporate indebtedness
(formerly to the Dominion but now to the Trust) and relative collateral
securities, for the purpose of preserving any priority rights of the Dominion in
respect of certain unguaranteed securities and subsidiary company capital stocks
held by the public. This function of the Trust lessens in importance with the
passing of time as unguaranteed securities are redeemed and the relative sub-
sidiary companies are 11qu1dated

Supplementing our audit certificate appended to the accounts published by
the Securities Trust, we comment on the balance sheet as follows:—

The Securities Trust, under authority of Section 22 of the Capital Revision
Act, has been treated as a constituent unit- of the National System. There is,
however, a provision in Section 23 of the Act requiring presentation to Parliament
annually of a Trustees’ Report and a separate balance sheet for the Trust. It is
further provided that the Trustees’ Report is to set forth the transactions of the
Trust during each year, which are deemed to comprise the net change in the
book value of its capital stock originating in the accounts of the Railway and,
subject to the approval of the Governor in Council, any releases of indebtedness
or collateral securities belonging to the Trust.

The next is the Canadian National West Indies Steamships Limited.

Mr. Remp: I think we can take a rest right there. You have done very well.
Mr. LACroix: I suggest the adoption of the report.

The Acting CHAIRMAN: Is that seconded?

Mr. Jackmax: We might ask a few questions on it. You mention insurance
premiums mainly on risks carried outside of the insurance fund. Later on you
speak of certain fidelity insurance being carried by the company?

Mr. MaTTHEWS: Yes.

Mr. JackmAN: As we heard before there is no substantial amount of
insurance carried outside the system itself, is there? They carry their own
insurance with what exceptions?

Mr. Marraews: In 1945 the total of the premiums approximated $170,000.
That is premiums paid by system companies of which about $100,000 were
reinsured and about $70,000 was contributed to the fund principally by the
Grand Trunk Western. That is the principal exception. In other words, outside
of the Grand Trunk Western the premiums within the fund are not charged.

Mr. JackMAN: As I understand it from what you have said $170,000 was
paid in premiums?

Mr. Marraews: That is right, into the fund, premiums collected by the
insurance fund and paid in there by system companies, of which $170,000
approximately $100,000 was used as premiums for reinsurance with outside
underwriters.

Mr. Rem: You state that repayments have been made to the government of
$112,502,000. What has that meant-in the reduction of interest charges?

Mr. MartaEWS: It would reduce the capital outstanding at the end of each
of those years and to the extent and on the basis of the interest rate then charged
by the government.

Mr. Rem: That is a substantial reduction.

Mr. Marraews: It has been a reduction in the capital indebtedness.

Mr. Rem: I think I asked this question last year but I always come back
to it. These are round figures that you gave us on page 1. On page 1 you
have $24,756,000 and in the balance sheet it is $130 out.
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Mr. MarraEws: That is right. We go to the nearest thousand for those
figures.

Mr. Jackman: What was the nature of the risks that required $100,000 of
reinsurance and at the same time may I ask if there is any ruling under I.C.C.
practice in regard to a railway carrying its own insurance?

Mr. MattaEWS: No.

Mr. JackMAN: They may carry it themselves or outside?

Mr. MarrHEWS: As far as this insurance fund is concerned, it applies prin-
cipally in Canada, in any event.

Mr. JackmMAN: You mentioned the Grand Trunk Western. :

Mr. Marraews: The Grand Trunk Western. You wanted a general
statement.

Mr. JackmaN: Just generally the nature of the risks. Perhaps some of
the officers would have that.

Mr. Marraews: No, I can give it to you. The reinsurance covered the
Grand Trunk Milwaukee Car Ferry, the Ontario Car Ferry, Pacific Coast
Steamships, a war risk, the Eastern Car Ferry, employees’ automobile liability
insurance, London office, and a few others. Those are the main items.

Mr. JackmaN: Is there any particular principle behind this carrying of
reinsurance with outside companies that does not apply to the risks which the
company carries itself?

Mr. MarrHEWS: That is a matter of corporate policy. I think perhaps you
might direct that question to Mr. Vaughan.

Mr. VaveaAN: What was that question?

Mr. JackMAN: You paid $100,000 for reinsurance in connection with certain
risks, and Mr. Matthews outlined the particular risks that were insured outside.
I was just wondering what principle determines whether or not you will carry
it yourself or wnether you will resort to an outside underwriter.

Mr. VaucaAN: Where we have an outside risk of that kind there is always
a particular reason for it. Mr. Matthews mentioned the Milwaukee Car Ferry.
The Pennsylvania Railway have an interest in that. As to the Ontario Car
Ferry, the B. & O. railway have a half interest. That is a joint account. We
do not think it is wise for us to carry the entire risk in those cases.

Mr. JackMAN: And as you say under I.C.C. practice the railway may or
may not carry its own insurance?

Mr. MarreEWs: I have no knowledge of any prohibition in that regard.

Mr. VavcaaN: Mr. Cooper would know that.

- Mr. Cooper: Under I.C.C. there is no prohibition against a company
carrying its own risks, none whatever.

The Acting CHAIRMAN: Are there any other questions?

Mr. Hazen: I do not know how you pronounce it but there is the construe-
tion of the Bout de I'Ile line. /

Mr. VaugHAN: That runs on the Island of Montreal from where the tunnel
comes out from the new station to the eastern end of the Island of Montreal.

Mr. Hazen: How many miles?

Mr, WavLtoN: 14 miles.

Mr. Hazen: It cost about half a million dollars?

Mr. VaveuAN: It cost more than that. I think the total cost was $2,500,000
or $3,000,000. |

Mr. Wavron: About $2,800,000, in round figures.

The Actine CuAlRMAN: It has been moved by Mr. LaCroix and seconded

by Mr. Reid that the report be adopted.
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Mr. Jackmax: I am sorry but on page 4 in paragraph (¢) you say:
Having regard to their working capital position, reasonably liberal
dividend policies are followed by those affiliates showing substantial
earnings.
May I ask about how much was added to their earned surplus that was not
disbursed to the owning company?

Mr. MarTHEWS: I could file that. I have not the details for each company.

Mr. Jackman: Would it amount to some hundreds of thousands, or some
millions?

Mr. MarTHEWS: Oh, no, not millions. I can get that for you.

Mr. JackmAN: It is a relatively small amount?

Mr. MartHEWws: Yes. It does not run into millions or anything like that,
as far as annual dividends are concerned.

Mr. JackmaN: Do you know how much was paid in dividends by affiliated
companies to the parent?

Mr. Marraews:? Yes, I can get you that, but I do not think I have got
it in my papers right here, but I will file it for you.

Mr. JackMAN: Are there not quite large affiliated companies from which
the system derives substantial dividends? I was wondering how much was held
back to build up the affiliates. '

Mr. Marraews: That is a point we make that from examination of the
accounts taking into consideration the working capital position of each of the
companies there is no indication they are piling up net current assets, in other
words, withholding dividends.

Mr. Jackman: I quite appreciate it may be sound corporate policy for an
affiliate to retain a large or small part of its surplus earnings and not declare
them in dividends, but if the affiliate was in a bad position and needed working
capital greatly it might only pay out 15 or 25 per cent of its earnings to the
parent?

Mr. MarraEws: That is a point we make in the Report—

Mr. Jackman: How much better off is the system by reason of its share of

the increased earned surplus in the affiliated companies which has not been
declared out in dividends?

Mr. MarraEws: Would you like to have the dividends paid for any given
year? Is that what you want? A list of the dividends paid or information on
their working capital position?

Mr. JackMAN: I only want to ask a question which will bring out infor-
mation as to whether or not the system is earning a considerable amount of
money in its affiliates which has not been declared out to the system?

Mr. MartHEWS: We say not, that from examination of the accounts of the
affiliated companies we do not think there is any evidence they are withholding
dividends beyond a reasonable proportion of working capital.

Mr. JackmAN: The word “reasonable” does not answer my question. If an
affiliated company needs to build up its own position, it would be very unreason-
able for them to pay out a substantial amount of earnings to the parent?

Mr. MATTHEWS: Quite right.

Mr. Jackman: But it might be earning money all the same.

Mr. MarraEws: Perhaps in these affiliate companies it is well to bear mn
mind the purpose of the investments. They are not made primarily as an
investment to earn money on the investment. They are of a character for
traffic interchange and terminal facilities. For instance, the Toronto Terminal
Railways is a sample and, of course, we have indicated to you about the Northern
Alberta. Dividends are not available there but on two or three of the American
affiliates, we could give you that.
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Mr. Jackmax: I see that the total book value of investments in affiliated
companies is only $10,000,000 anyway. It is not very substantial.

Mr. Marraews: In affiliates?

Mr. Jackman: $10,000,000 is the total investment.

Mr. Marraews: That is in stocks but in the bonds there is $28,000,000.
There is only $10,000,000 for stocks.

Mr. JackMman: Oh yes, I see.

Mr. MarrHEWS: And $28,000,000 for bonds.

Mr. Jackman: And $41,000,000 for advances?

Mr. Marraews: No, $2,500,000 for advances.

Mr. JackMAN: A total of $41,000,000.

Mr. Marraews: Yes. The Northern Alberta is the road to which we
referred as to the amount of the deficit, and the Toronto Terminals are strictly
a terminal facility.

The Acting CHAIRMAN: Are there any other questions on that report?

Mr. Jackman: On page 6, paragraph (b) you say:

Under prior non-contractual plans no reserve is set up against either
the capital value of pensions now being paid or those conditionally
aceruing.

You are speaking of the pensions. Is the amount which will be charged to current
operations to meet these pensions likely to be in an ascending scale or a
descending one from now on?

Mr. MarraEws: I could not answer you that. I would not want to project
a figure. I would rather you would ask the company that.

Mr. VavcaAN: I think Mr. Cooper can give us that figure, roughly.

Mr. Cooper: There is no doubt that our pension costs will increase for some
years to come; I would think for the next 15 years. :

}?\/Ir. Jackman: Do you know approximately how much they were for last
year? -

Mr. CoopEr: Last year they were §9,000,000.

Mr. JackmaN: This is under the non-contractual plan?

Mr. Cooper: No. This is under all plans.

Mr. Jackman: I presume the contractual plans are pretty well self-sup-
porting?

Mzr. Coorer: Under the old pension plan—and that fund was closed in
1935—anybody who had been pensioned at that date today must be at least, say,
76 years of age, and it cannot go on very mueh longer.

Mr. Jackman: The contractual plan, I take it, is self-supporting?

Mr. Cooper: The non-contractual plan in 1945 cost us $684,000. In the
previous year it was $770,000. So there is a reduction for the year of $90,000.
I would think that reduction per annum would accelerate. But actuarially, a
pensioner could live to, say, 100 and it is possible for the non-contractual plan
to involve charges against the railway for the next 20 years, but they are on a
diminishing scale. It.is only a matter of a few years before that plan will be
no burden whatever on the railway.

Mr. JackmaN: And under the contractual plan, the pensions are self-sup-
porting, actuarially?

Mr. Coorer: Yes. That is to say, when an employee goes on pension, he
gets a contract under which the Canadian National Railway company agrees
to pay him a fixed amount per month as long as he shall live, or in the case of
a joint and survivor, or a guaranteed type of pension according to the terms of
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the contract. The actuarial value of each one of those contracts is computed
and the amount is taken and charged to operating expenses and is invested in
securities.

Mr. Jackman: They are self-supporting; and the non-contractual plan will
shortly disappear and will diminish from year to year.

Mr. CoorEr: At the end of 1945 we had in our contractual plan fund
$29,671,000. That was something we began in 1944, it has been going only
three years. We have done very well.

Mr. JackMAN: Mr. Matthews, you are quite in agreement with the action
under the securities trust in cancelling those securities?

Mr: MartHEws: Yes, sir. That is in strict accordance with the Act. It
was also approved by Order in Council.

Mr. JackmaN: But it passes your judgment as auditors?

Mr. MartaEws: Yes. It is all leading up to a simplification of the internal
capital structure of the system.

The Acting CHAIRMAN: Are there any other questions, gentlemen?

Mr. Rem: I move the adoption of the report.

The Acting CHAIRMAN: Now, will you read the Canadian National (West
Indies) Steamships Limited? :

Hon. Mr. Cuevrier: Could we not take that as read?

The Acting CHamrMAN: Will you take that as read?

Mr. Rem: I think we could very well take it as read. It is very well
written..

Mr. Jackman; What is the use of having a report, then?

Hon. Mr. Cuevrier: We have spent quite a lot of time on the steamships
this afternoon, and there are still some items of estimates to go through. I
wondered whether we could not just consider this as read.

Mr. Rem: I move that it be taken as read, and considered and adopted.

Mr. Jackman: I might just ask this. Is there anything in it to which he
wishes to direct our attention especially? Is there anything, Mr. Matthews,
that you want to draw to our attention in this West Indies report?

Mr. NicuoLsox: Would you care to make any comment on the discussions
earlier in the day about this item of $5,039,000?

Mr. Marraews: Only to say, Mr. Nicholson, that so long as the Depart-
ment of Finance furnishes us with a certificate to the effect that the $5,000,000
is owing, there is no other course.

Mr. Nicuouson: I appreciate that, but from the point of view of audit,
what do you say?

Mr. MartaEWS: 1 would not consider that would be part of our function.
I think it is a matter of government policy, and our job we regard to be the
setting out of facts. As long as the Department of Finance regard it as a
liability, we have no alternative.

Mr. NicaoLson: The taxpayer of Canada is also interested.

Mr. Rem: As an auditor, it would be an easy figure for you to add each
year.

Mr. JackmanN: May I ask this question of Mr. Matthews? Are there
many companies which your firm audits, and with which you are familiar,
where a deficit has been carried for 15 years or more and interest has accrued
each year and piled up there?

Mr. MartHEWS: No. i

Mr. Jackman: Do you know of any?

64552—5
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Mr. MarruEws: No. It is in the same category as the Canadian National
Railway system was in 1937 when the Capital Revision Act was brought in;
the same principle.

Hon. Mr. Cuevrier: Do you audit any other railway company besides the
national system?

Mr. MarraEws: Not in Canada. But we regard that as a matter of policy
outside our function. Our job is to set out facts to the committee and not
matters of policy.

Mr. NicHoLsoN: I appreciate that very much. But if you were auditing
for a private company, would you not have some comment to make?

Mr. MarraEws: If we were auditing a commercial corporation with a
deficit of $5,000,000 and which owed the bank or anyone else the same amount,
that would be set out in the balance sheet as it is in the case of the West Indies
steamships; and it would again be a matter of corporate policy as to re-
organization. :

Mr. NicaoLson: Would you not have some comment to make regarding
the carrying on of this for 15 years?

Hon. Mr. Cuevrier: Has not that matter been disposed of pretty much
by the committee?

Mr. NicuoLson: I-think it is quite relevant.

Hon. Mr. Cuevrier: I do not want to interrupt you, but what you want
the witness to say is exactly contrary to what the committee has alregdy said
by way of decision.

Mr. NicroLson: Yes. But I think I am quite in order in getting the
auditor’s comment regarding a matter of bookkeeping of this nature.

Mr. JackmAN: Perhaps the auditor would simply say whether or not there
is any difference so far as accounting principle is concerned here.

Hon. Mr. Cuevrier: He has already said, has he not, that it is not a
matter for him to say.

Mr. Remp: As an auditor, it would not be difficult to add that '$5,000,000
to a balance sheet. What is the use of asking the auditor about it, if it makes
no difference to him?

Mr. Marraews: Based upon the liability, the legal liability—the Depart-
ment of Finance says it 1& a liability, and so long as that remains there is
no other course.

Mr. Jackman: If I may say so, the minister seemed to be endeavouring
to discredit the witness by asking whether or not the firm audited any other
railways. But what I am asking the witness is if there is any difference in
accounting principles, whether these are railway accounts or whether they are
accounts of any other corporation?

Mr. Marraews: I think as long as a company—it matters little what
kind of a company it is—has a liability, regardless of why or for what purpose
the ‘money is borrowed, there is no alternative but to state it so long as the
corporate owners of that property make no alteration in their capital structure.

Hon. Mr. Cuevrier: May I point out, Mr. Jackman, that I was asking a
question, not attempting to discredit the witness. In order to diseredit a witness
one proceeds otherwise. You know that, being a lawyer.

Mr. JackmaN: I was not serious.
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(The auditors’ report on Canadian National (West Indies) Steamships
I Limited follows.)

CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED

] 15th March, 1946.

i THE HONOURABLE THE MINISTER OF TRANSPORT,

T Orrawa, CANADA.
‘ Sir:—

¢ Acting under your authority we have audited the accounts of the Canadian
| National (West Indies) Steamships, Limited for the year ended the 3l1st
3 December, 1945, and we now submit our report thereon.

E - The accounts of the Steamships and its subsidiary companies are not
consolidated with those of the National System, the 100 per cent stock ownership
J of the parent steamship company being vested in the Dominion government.

% Supplmenting our audit certificate appended to the accounts published by
- the Steamships, we comment on the consolidated income account, consolidated
profit and loss account and consolidated balance sheet as follows:—

Consolidated Income Account

The consolidated income account reflects the results of the Canada-West
Indies operations, agency services rendered mainly to Park Steamships and to

£ the war-time Canadian Government Merchant Marine and the temporary
chartering of certain ships to the Dominion government and others.

N The surplus amounting to $1,116,000 for the year 1945 is summarized

: hereunder:—

}\: R Surplus after making provision for the general expenses of operation

but before interest and depreciation................ccovnnnn. $ 2,008,000

k ; P o NSRRI W R S 613,000
Surplus-Defore depreciation: 14/ iiG i, fe tianioh os i d 3 st i s $ 1,395,000

E Tedes ) déprediation: u . veadin it el N ol O B i, wi s e iidec 279,000

E’ D s L B vl s s o $ 1,116,000

The general expenses of operation include the cost of wages, materials, ete.
‘ together with the following items which may be of interest:—
f (a) Administrative charges by Canadian National Railways;
(b) Pension payments to the Canadian National Railway Company as
pension contract underwriter;

(c¢) Insurance premiums on risks carried both by the insurance fund and
outside underwriters;
(d) Foreign exchange, and
; (e) General taxes.
'L

Interest and discount on funded debt averaged 5-03 per cent and interest on
loans from the Dominion government 2-5 per cent or a composite rate of 4-15
! per cent at the year end. These percentages are exclusive of foreign exchange.
t Depreciation covers both the Lady ships and the freighters at the uniform
rate of 5 per cent for the year.
‘» We have received the customary certificates from the responsible officers of
‘ the Steamships relating to current maintenance and physical retirements of
\ capital assets. '
\ The surplus for the year show a decrease of $155,000 in comparison with
B 1944, The reduction in operating revenue caused a decrease in the direct operating
Profit, and the adjustment to a 5 per cent rate for freight vessels added to the
645525}
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depreciation charges. As against this, however, the cost of government interest
was reduced and replacement fund earnings were credited to the income account
for the first time.

Consolidated Profit and Loss Account

The deficit decreased in the net amount of $3,106,000 during the year as
the result of the surplus in 1945 and the transfer of the replacement reserve
representing the accumulated capital gains and earnings of the fund up to the
end of 1944—less certain adjustments of past depreciation accruals.

Consolidated Balance Sheet

Investment in vessels is carried on the basis of cost. During the year this
investment was reduced by $30,000 as a result of insulation retirements on the
SS. “Cavelier”. Plant and equipment were written off to operating expenses and
office furniture and fixtures were transferred to inventories in 1945.

Accrued depreciation covers the period from the inception of operations in
1929 to 1945.

Replacement and insurance funds aggregating $8,001,000 are composed
principally of investments in the securities of Dominion, provineial and municipal
governments together with cash and unsettled claims against underwriters. The
year-end market value of the securities held in these funds exceeded the book
figure.

The replacement fund is maintained for the purpose of providing either for
vessel replacement or redemption of the outstanding bonds at their maturity.
The fund increased $627,00 during the year.

The insurance fund includes the amount set aside for unadjusted loss claims
at the date of the balance sheet. The risk coverage is exclusive of the Lady ships
which were under charter at the end of 1945 to the Dominion government. The
fund increased $106,000 during the year.

Current assets exceed current liabilities in the amount of $717,000 equivalent
to a working capital ratio-of 1-5 to 1. This compares with $959,000 and 1:8 to 1
respectively in 1944. The working capital position of the Steamships is regulated,
broadly, by the depositing of the cash from depreciation in the replacement
fund and by the application of the cash from surpluses in reduction of Dominion
government loans and any requirements for capital additions and betterments.

Discount on capital stock represents the intangible book value set up at the
time of incorporation to offset the par value of the 400 shares at $100 each issued
without cash or equivalent consideration.

Capital stock and funded debt remained unchanged in 1945.

Dominion of Canada advances were reduced by $1,033,000 during the year
as a result of loan repayments to the government out of working capital created
by surpluses and out of the replacement fund.

Unadjusted credits are comprised largely of uncompleted voyage suspense
items, miscellaneous accruals and estimated provisions for liabilities the actual
amounts of which were not determinable at the date of the balance sheet.

Profit and loss covers the period from the inception of operations in 1929
to 1945. In considering the deficit it is well to remember that interest on advances
for deficits has been charged for the entire period.

With reference to the contingent liability for steamships pensions, we would
point out that a funded reserve is provided through the C.N.R. as pension
contract underwriter against the estimated capital value of contracts in force
under the 1935 plan but not against pensions conditionally accruing. In this
connection it should be borne in mind that operating expenses of the Steamships
are charged with pension payments to the C.N.R. pension contract fund. The
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contributions by the Steamships employees presently in service are invested
through the separately administered pension trust fund under the C.N.R. 1935
plan.

Where foreign currencies are involved, the accounts of the Steamships are
stated in Canadian funds converted mainly at the par of exchange.

The test audit of the Steamships for the year 1945 was similar in scope to
that of the National System previously outlined in this report.

The Acting CHAlRMAN: Gentlemen, there were three items of estimates
referred to us. Could we pass those?

Mr. NicuoLsoN: Could they not stand until the T.C.A. report is before us?

Hon. Mr. CuHEvRIER: No. These are items of the Department of Transport.
They have nothing to do with T.C.A. They were passed, if you remember,
at the end of these sittings last year. There are three small items. I wonder if
I could just say a word about them? But first might I mention the Hudson
Bay Railway. There is an ordinary capital item. It is covered by vote No. 416,
and it is for $15,500.

Mr. JackmAN: It is an ordinary capital item? You mean it is to make up
the annual deficit?

Hon. Mr. CaevriEr: No. There is another vote for that. The 416 vote is
the one having to do with capital money for construction and improvements.
It is a small amount that is voted each year for capital account. This year the
railway wants $15,500. The details of that are set out here.

Mr. Jackman: Whereabouts?
Hon. Mr. CrevriER: In the book of estimates that I have. They are:
Capital portion of cost of filling trestle at

poleniie 3o2+4 % 1 S R T $14,000
Engineering and supervision .............. 1,000
$15,000
Provision for payment for land acquired at
Churchill, Manitoba, for railway right-
GLWEY> < L St ot s s g s Ll 500
$15,500

Mr. Hazen: Where are you reading from?

Hon. Mr. CeEVRIER: I am reading details concerning vote 416.

Mr. NicroLsoN: Do we require the Canadian National officials here for
this discussion? 7

Hon. Mr. Cuevrier: I do not think so, unless you want to ask some questions
on the operations of the Hudson Bay Railway.

Mr. Nicuorson: If there are several more items, and as it is almost 6 o’clock,
I am wondering if we do have to have them.

The Acrine CuatrMAN: There are just three items referred to us.
Mr. Nicuorson: The committee has to meet again the week after next. We
are not finished with our business. ‘ '

Hon. Mr. Crevrier: It has been the practice to finish the railway business.
It has been the practice to dispose of the railway business, and in the past it has
been disposed of in a very short time. If you want me to come back to-morrow,
I will. But I would ask the committee to dispose of it tonight, if we can do so.
I think we ought to do that.

Mr. Hazen: Let us try to do it.
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Mr. Jackman: May I suggest that we at least have tabled a similar state-
ment to the one which we had last year on the operations of the Hudson Bay
Railway.

Hon. Mr. Cuevrier: I have it here, and I will file it.

Mr. Jackman: I should like to have a copy myself.

Hon. Mr. CuEvRIER: I will see that it is distributed.

Mr. JackmaN: Perhaps I can just ask a general question. Is there anything
new in the Hudson Bay Railway operations?

Mr. VauveHAN: No, there is not. The railway has to be operated. It is
operated with a minimum of service. There is no change in the situation.

Hon. Mr. Cagevrier: Mr. Jackman, there is a very up-to-date report by Mr.
Fairweather on the present position of the Hudson Bay Railway, which I would
be glad to file.

Mr. JackmaN: You will be asking for a vote for the Hudson Bay Railway
of how much?

Hon. Mr. Cuevrier: There will be a capital vote of $15,500; and for oper-
ations, deficit account, $525,000.

Mr. JackmAN: It will probably mean throwing goed money after bad, I
suppose.

Hon. Mr. Cuevrier: Vote 422, Maritime Freight Rates Act, is a statutory
item which is paid to the Canadian National Railways by virtue of section 9 of
the Maritime Freight Rates Act, amcunting this year to $3,042,000.

Mr. Rem: I move it be passed.

The Acting CHAIRMAN: That is carried?

(Motion agreed to.)
Hon. Mr. CHEVRIER: Vote 423, other companies under the Maritime Freight

Rates Act, the difference between the tariff tolls and the normal tolls, $900,000.
Mr. LaCroix: I move that it be passed.

(Motion agreed to.)

Hon. Mr. CHEvVRIER: Vote 469, deficit on Prince Edward Island car ferry,
$707,000.

Mr. LaCroix: I move it be passed.
(Motion agreed to.)

Hon. Mr. Cuevrier: Then, if I understand this aright, votes 422, 423
and 469 are approved; but I am to file Mr. Fairweather’s report later on.

Mr. JackmaN: Is that P.E.I. estimate a statutory one?

Hon. Mr. CuEVRIER: No.

Mr. JackMAN: Then on behalf of Mr. McLure, I think T should object to
the passing of that deficit until we get the rates on the ferries adjusted.

Hon. Mr. Cuevrier: Well, yes. Is my understanding correct?

Mr. LACroix: I so move.

The Acting CHAIRMAN: Those three items are carried, then.

Hon. Mr. Cuevrier: I file now, Mr. Jackman, a statement of the Hudson

Bay Railway covering consolidated income account, fiscal year 1945-46 and
fiscal year 1944-45. It gives you a detailed statement of what you wish.
(Printed as. Appendix “C”.)

Mr. Jackman: Thank you.




RAILWAYS AND SHIPPING 3 201

Hon. Mr. CHEVRIER: A copy for every member of the committee has now
been distributed.

Mr. Hazex: That statement of the Hudson Bay Railway causes some
concern.

Hon. Mr. CHEVRIER: It certanly does.

Mr. Hazex: It seems to me something will have to be done some of these
days.

Hon. Mr. CHEVRIER: I received a note from Mr. Howe a moment ago with
reference to Trans-Canada Air Lines. I wonder if it would be agreeable to the
committee to sit on the 28th of May? That jumps next week. We will meet
on Tuesday, the 28th. That I thmk follows the suggestion of the committee a
day or two ago.

' The committee adjourned at 6 10 p.m. to meet again on Tuesday, May
28, 1946.
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DEPARTMENT OF TRANSPORT .—Lﬁypendix (8
HupsoN BAY RAILWAY
Consolidated Income Account Fiscal Year 194546 and Fiscal Year 1944-45

Fiscal Year
1945-46 Fiscal Year
RAILWAY OPERATING REVENUES Not Final 1944-45
Freight .. .. .. = ¥l iy o A $ 157,472 03 $ 150,481 22
Lag s e RS gl (LA S Pl A 41,917 04 42,074 39
T O NE T SR s YD B e g R SR 2,420 (01 3,654 22
b 2l e T e e 11.224 06 6,601 50
TR R R Y R 15,978 39 21,704 54
B OEer o0 LB e s T, 16,275 67 21.713°95
Total Operating Revenues .. .. .. .. $ 245,287 20 $ 246229 12
RAILWAY OPERATING EXPENSES
Maintenance of Way and Structures e $ 364.482 94 $ 396,331 54
Maintenance of Equxrpment o L ) 55,908 89 52,984 96
Transportation .. .. S {E i 190,944 51 216,307 65
Mlsoe.llaneorus Opera\‘.mns et E ket AR 14,718 83 18,943 53
General .. o e kA 25,345 08 26,580 54
Total Operating Expenses .. .. $ 651,400 25 $ 711,148 22
Net Operating Revenue $ 406,113 05* $ 464,919 10*
Raxes 7o v L it $ 3,284 85 $§ 3,648 38
Railway Operating Income. _$ 409,397 90* $ 468,603 48*
EQUIPMENT RENTALS
Hire of Freight Cars—Debit .. .. .. .. $ 33,982 90 $ 31,058 97
Rent for Locomotives .. .. PRI e 34,753 83 43,965 25
Rent for Passenger Train Care K e 8,022 14 4,807 86
Rent for Work Equipment . ARG S 25,399 12 28.178 38
Total Equipment Rentals .. .. .. ..  $ 102157 99 $ 108,010 46
Joint Facility Remts—Credit Y $ 11,780 00 $ 11,510 00
Miscellaneous Rent Income-—-Credxt i 111,66 - 163 92
$ 11,891 66 $ 11,673 92
Net Deficit .. .. .. .. * $ 499,664 23* $ 664,940 02*

* Loss.
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HUDSON BAY RAILWAY

'RAILWAY OPERATING REVENUES AND EXPENSES

RAILWAY OPERATING REVENUES

Pratahitn® o6 1% =0l WO B0 o
RO B 7 2 e o il d 6 e L

leway Exzpress RIS X

Other Passenger-tmm s
1. 511 S S
Swmch.mg Gt
Dining and buffet .. .

Restaurants and Boardmg Cars .. v. .+
Station, train and boat pr1v1leges Wwhss

Sbomge-Frelght

Telegraphs
Power ..

Rents of buﬂdmgs and other property.

Miscellaneous .
Total Operating Revenues

RAILWAY OPERATING EXPENSES

Maint. of Way and Structures .. .. ..

Maintenance of Equi-pment b
Transportation .. .

l\hscellamous Opera,bmns

. General .

Total Operating Expenses .. .. ..

Net Revenue .. .. .. .

* Loss.

Fiscal Year
1945-46 Fiscal Year
Not Final 1944-45

$ 157,472 03 $ 150,481 22
41,917 (4 42,074 39
404 29 447 94
........ 3,081 35
2,420 01 3,654 22
11,224 06 6,601 50
622 17 283 69

143 40 206 16

90 00 600 60
........ 1,238 90
9,558 72 11,019 95

391 30 688 58

88 54 25 14

1 65 131 16

15,978 39 21,704 54
415 52 541 63
17,795 19 2,319 76
2,769 89 1,128 39

$ 245,287 20 $ 246,229 12
$ 364,482 94 $ 396,331 54
55,008 89 52,984 96
190,944 51 216.307 65
14,718 83 18,943 53
25,345 08 26,580 54

$ 651,400 25 $ 711,148 22
$ 406,113 05* $ 464,919 10*
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HUDSON BAY RAILWAY

RATLWAY OPERATING EXPENSES

MAINTENANCE OF WAY AND STRUCTURES

L

Superinfendence - 32in cuis s se ceie
Roadway maintenance ............c0..n
Bridges, trestles, and culverts..........
R e T e R bk
BRI Biies i o S i b o s
Other track material........c.cv. 00
DL iy R R TOA R e N R AP RS Y 10
Track laying and surfacing
Fences, snowsheds and signs
Station and office buildings
Roadway buildings............. ENg
N ater - atatdons ., .l ifud age s i ah e
Hotely BEAtIOnHE. Fslls o5 i e 40 S 475
Shops and enginehouses................
Telegraph and telephone lines..........
Signals & Interlockers........ceocovun.
Roadway machines. ..ccccoeeeenenecnans
Small tools and supplies...............
Removing snow, ice, and sand..........
LS e e S A e i ety
Stationery and printing..........c......
Maint. jt. tracks, yards, ete, Dr.......
Maint. jt. tracks, yards, ete., Cr........
Protective Services....oc.ceveeeevcinss

Total Maint. of Way & Structures.

MAINTENANCE OF EQUIPMENT

Superintendence . ...eseaccicoinsiinses
Shop machinery—Repairs..............
Power plant machinery—Repairs.......
Steam locomotives—Repairs............
Freight-train cars—Repairs............
Passenger-train cars—Repairs
Work equipment—Repairs.............

S TORUPANEE 6 5 s 50 S v s e S s a do s

EIROT  CXDONICH L« tr soab 5 « v by awdaia-otors

Total Maintenance of Equipment. ..

* Loss.

Fiscal Year

1945-46 Fiscal Year

Not Final 1944-45
$ 32,766 61 $ 30,057 24
54,169 38 69,356 05
8,148 76 13,361 22
42,106 14 39,173 69
48 38 28 69
2,135 04 1,180 31
25,046 19 24274 69
138,472 20 156,616 83
371 92 151 46
6,530 82 9,253 18
1,680 50 2,843 56
4,035 43 5,193 24
196 01 1,207 89
1,968 79 1,195 72
7,083 38 7,855 60
V) R S
6,310 01 2,995 41
14,865 49 13,048 56
23,227 03 19,925 48
........ 2,987 50
1,095 66 1,087 58
5,791 70 5,462 36
$ 364482 94 $ 396,331 54
$ 4,149 27 $ 3,991 81
: 1,162 70 1,365 61
1,688 69 16 78
25,520 28 30,048 41
994 82 1,126 69
6,827 08 8,790 41
12,866 76 5,152 97
........ 0943 42
2,699 29 1,548 86
$ 55,908 89 $ 52,984 96

e Ty o Dwe
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Fiscal Year
1945-46 Fiscal Year
Not Final 194445
TRANSPORTATION RAIL LINE
Superintendente v seeins vosnenss e $ 21,018 13 $ 22,037 03
DAspabeling TRAMNE e v vios sos Somws asas 4,261 81 4,408 60
Biation BIPlOyeRs: s v sl e sie sbcesise 16,902 54 19,992 77
Station supplies and expenses.......... 7,487 32 7,216 48
Yardmasters and yard elerks. . .o 0o D casas s 238 77
Yard conductors: and brakemen......... = s.iece.is 55 83
Yard switch and signal tenders........ = <.c.o.en 15 63
Nt LCAETREIICR: s | o o S < a o Rl e et 0 nnd i e 44 50
Yard: gwitehing  Tabl Vel v Slatniaes o e 1h G smmidats o 5 I e e e
Xater Tor yoard JoconITEIRoaL: Y ot veis st ;15 ke oie s Wit ot A me bR O e
Other supplies for yard locomotives..... ........ 33 41
Enginehonse "eXpenses—Yard. .. .oeisaus | v smbdhean Lodl T aesiesese
Yard supplies and eXpenses...... .o o saserabis 6 00
Operating joint yards and terminals—Dr. 10,788 37 11,627 48
Trainn. enGINEIIEN s oS /de ' ras Sad summne s 14,406 75 16,769 17
ol s il 60 AU Sttt R 50,416 47 51,278 43
Water for train locomotives 22,331 48 28,170 99
Lubricants for train locomotives........ 56 47 81 57
Other supplies for train locomotives.... 28 94 44 54 *
Enginehouse expenses—Train........... 5,087 98 8,411 73
g RS gy LR B S, S 18,962 38 23,388 24
Train supplies and expenses............ 16,965 53 20,234 99
. Operating sleeping cars............coeee aeall.. 1,179 78
Drawbridge operation......:veeecaeaeens 327 43 116 36
Stationery and printing.:....cecccvee.. 550 53 683 95
Clearing - wraekBl .ok son o vnos siams we 792 80 31 27
Loss and damage—Freight............. _ 217 24 304 15
TnTuries 50 RETROBR . ca s se s s s ain awiaies 342 35 25 06
Total Transportation Rail Line.... $ 190,944 52 $ 216,307 65
MISCELLANEOUS OPERATIONS
Dining ‘and buffet gePviee. .. oo ivinsas | L G0 Ll $ 15863 89
Restaurants and Boarding Cars........ 14,007 13 16,402 45
Produecing. power Sold: . laiaieiasivs 711 70 677 19
Total Miscellaneous Operations..... $ 14,718 83 $ 18,943 53
GENERAL
Salaries and expenses of general officers $ 12,000 00 $ 12,000 00
Lo FIXDOREON: s les vois & aoies iesem picine & U MR Rt S e
Ty AR e G TS D e e 13,340 58 : 14,580 54
Total: GamePa] e, L $ 25,345 08 $ 26,580 54

* Loss.
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MINUTES OF PROCEEDINGS

Room 268, House of Commons,
Turspay, 28 May, 1946.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government, met this day at 11.45 o’clock a.m. Mr. S. M.
Clark in the Chair.

Members present: . Messrs. Clark, Bourget, Emmersoh\, Gibson (Comozx-
Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, Kuhl, Maybank,
MecCulloch (Pictow), Moore, Nicholson, Pouliot, Reid. 15.

In attendance: (Representing Trans-Canada Air Lines): Mr. H. J.
Symington, C.M.G., K.C., President; Mr. W. F. English, Winnipeg, Vice-
President; Mr. T. H. Cooper, Montreal, Comptroller; Mr. W. S. Thompson,
Montreal, Director of Public Relations; (Representing G. A. Touche & Company,
Auditors for T.C.A.), Mr. O. A. Matthews; (Representing Department of
Transport) : Mr. C. P. Edwards, O.B.E., Deputy Minister of Transport and a
member of Board of Directors of T.C.A.

Hon. C. D. Howe, Minister of Reconstruction and Supply, was present and
took part in the proceedings. ‘

Mr. Symington read the Annual Report of Trans-Canada Air Lines forr the
calendar year 1945 and was questioned thereon.

At 1.00 o’clock p.m. the Committee adjourned to meet at 4 o’clock p.m.

AFTERNOON SESSION

The Committee resumed at 4 o’clock p.m.

Members present: Messrs. Clark, Belzile,  Bourget, Emmerson Gibson
(Comozx-Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, Kuhl,
LaCroix, Maybank, McCulloch (Pictow), Moore, Nicholson, Pouliot, Reid. 17.

In attendance: the same officials as are named above.
Questioning of Mr. Symington continued.
On motion of Mr. Emmerson, it was

Resolved: That the Annual Report of Trans-Canada Air Lines for the
calendar year 1945, and the Report-of the Auditors in connection therewith, be

adopted.

At 6 o’clock p.m., the Committee adjourned to meet again at the call of the
Chair.

T. L. McEVOY,
Clerk of the Committee.

£
64666—1}






MINUTES OF EVIDENCE

House of Commons,
May 28, 1946.

The Sessional Committee on Railways and Shipping met this day at 11.45
o’clock a.m. The Chairman, Mr. S. M. Clark, presided.

The CHAIRMAN: Gentlemen, have you all got copies of the report of Trans-
Canada Air Lines? In the first place I would like to apologize for my not
being here for the other meetings, but I just could not make it. I would also
like to thank Mr. McCulloch for stepping into the breach. I tried to insist
that he carry on, but he refused.

I believe, ordinarily, that we ask the head of T.C.A. to read his report.
Mr. Symington is here, and if that is in order we will have him read his report;
then we can have some discussion afterwards on the balanee sheet and so on.
Is that O.K.? Come forward, Mr. Symington.

I might say that this committee was scheduled to meet at 11.30, but the
Indian Affairs committee were in here earlier and did not finish their business
on time. Very well, Mr. Symington.

Mr. H. J. Symington, President, Trans-Canada Air Lines.

Mr. H. J. SymingroN, (President, Trans-Canada Air Lines,): The Board
of Directors submit the Annual Report of Trans-Canada Air Lines for the
calendar year 1945.

As a wartime air transport operator, T.C.A. served the nation until the
day of final victory. The rapid transport of domestic passengers, mail and
express contributed to the co-ordinated e‘Tort of Government, essential industry
and the military forces.

Trans-Canada Air Lines has emerged from the war with its energies
undiminished and with & full realization of its peacetime responsibilities as an
organization of public service both at home and in the field of international
air transport.

The Air Line’s transition from war to peace has been accomplished without
difficulty. Loads have remained heavy, although the more tranquil times have
brought some reduction in volume of mail.

In 1945, the number of passengers carried increased by 17% and air express
volume by 11%, while air mail volume declined by 8% as compared with last
year. Passenger miles increased by 26% over 1944; air mail pound miles
decreased 11%, and express pound miles decreased by 4%. Passenger traffic
was limited only by the capacity of the Air Line’s fleet.

At December 31, daily scheduled miles totalled 32,354, an increase of 6,090 -
miles per day or 23% as compared with December 31, 1944, During the year,
11,546,227 miles were flown, as compared with 10,034,805 miles in 1944, an
increase of 1,511,422.

On February 1, T.C.A. completed a third daily transecontinental flight by
extending an ex1st1ng Montreal-Winnipeg operation through to Vancouver.
On December 1, a beginning was made on a fourth such schedule with the
inauguration of another flight between Vancouver and Lethbridge. Traffic has
been ore than sufficient to support these additional services.

Schedules were doubled on the Alberta inter-city route between Lethbridge,
Calgary and Edmonton. Third and fourth ﬁlghts were added coincidentally
with the February and December increases in transcontinental service.
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On August 1, the Air Line began a fourth daily flight between Montreal
and Halifax and a second daily flight between Halifax and Sydney.

The company also increased its operational flexibility by flying an alter-
native Toronto-Winnipeg route through the United States when weather so
required. This was the first implementation of the two Air Freedoms of innocent
passage and non-traffic stops.

While operational expansion was on a modest seale during 1945, there
was much preparation for the greater progress that is impending. Planning
reached a new intensity as additional aireraft and manpower became available
towards the end of the year. Training of new personnel was undertaken by
all sections of the organization. Careful study was given to matters of such
basic concern to Canada’s aeronautical well-being as air line communications,
navigational installations and hangar accommodation. Where action lay beyond
the jurisdiction of the Air Line, recommendations were made to the appropriate
authorities.

RESULT OF OPERATIONS

1945 - 1944
Operating "Revenhos: £ 05 S0 bl S S o 2L SAN S R0 $10,512,587 $ 9,192,522
Operating MXPERSER: | 2L v v sias b vivnvi < Phobdy vt $10,250,271 $ 8,948,388
$ 262,316 S 244134
Income Charges and Interest on Capital Invested .. $ 229544 § . 236,725
BOrplual e K, e GRS P U AR BT S o SRR PN $ 32,772 8 7,409

Operating revenues totalled $10,512,587, an increase of $1,320,065 or 14 per
cent over the previous year. Passenger revenues increased $1,006,172 or 23 per
cent; mail revenues increased $448 544 or 12 per cent; express revenues decreased
$18,850 or 6 per cent; incidental revenues decreased $119,311 or 21 per cent.
‘This latter account reflects the net revenue to the Company (after deducting
the related expense) of sales and services and other incidental revenues. Pas-
senger revenue contributed 52 per cent of total revenue. Mail revenue contri-
buted 40 per cent of total revenue. The rate of compensation received by the
Company from the Post Office for the carriage of air mail was 41-98 cents per
plane mile flown, as compared with 42-03 cents in 1944; 42-90 cents in 1943;
45-57 cents in 1942; 48-16 cents in 1941 and 60 cents in 1940.

Operating expenses totalled $10,250,271, an increase of $1,301,883 or 15 per
cent over the preceding year. Major expepditures involved the Company’s
extensive development and personnel training activities, the cost of inéreased
traffic and services, rising material and labour costs and a heavy program of
aircraft overhaul. Included in 1945 operating expenses, for example, are costs of
$489,208, largely for the training of an increased number of flight personnel,
made necessary by development of the Company’s services.

After the payment of interest on the Company’s capital, and other income
charges, amounting to $229,544, the surplus for 1945 was $32,772.

PROPERTY AND EQUIPMENT

The Company’s plant and equipment have been well maintained and are in
good condition. T.C.A.’s fleet underwent a program of major overhaul to assure
its continued high efficiency of performance. A reorganization of maintenance
and overhaul practices was begun in anticipation of delivery of other aircraft
types.

Flight equipment in service as of December 31, 1945, consisted of:—

11 Lockheed 14-08 aircraft, equipped with two Pratt and Wh1tney Twin-

row Wasp engines, each of 1,200 horse-power.
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14 Lockheed Lodestar aircraft, equipped with two Pratt and Whitney Twin-
row Wasp engines, each of 1,200 horse-power.

3 Douglas DC-3 aircraft, equipped with two Wright Cyclone engines, each
of 1,200 horse-power.

Proposed service extensions in Canada and the United States require an
enlarged twin-engine fleet. Accordingly, the Company in 1945 negotiated for
the acquisition of twenty-four military transport versions of the DC-3 aircraft
and contracted for their conversion in Canada to commercial transport form.
Three of these had been placed in service by the end of the year and the
remainder will follow in 1946. * Each of these aircraft has capacity for twenty-
one passengers, g

Construction of a T.C.A. forty-passenger aircraft proceeded in the factory
of Canadair Ltd. at Montreal under close Company supervision. This is a
major program of Canadian manufacture, intended to provide T.C.A. with the
best in flight equipment. The airframe design, based on the Douglas DC-4M,
incorporates important modifications made by T.C.A. engineers to meet Cana-
dian conditions. Power will be provided by four liquid-cooled Rolls-Royce
engines of British manufacture. Initial deliveries of this high-speed aircraft are
anticipated in late 1946. It will fly on international and transcontinental
services.

The Company, in 1945, procured more hangar accommodation at Winnipeg,
its operations headquarters.

Moncton was established d4s a major aireraft maintenance base.

Additional space was obtained in the ramp building at La Guardia Airport,
New York. _

An experimental radar station was established at Winnipeg for the study
of radar application to civil air operations. This was the first such project.
undertaken by a commercial air line.

ROUTES AND SERVICES

At December 31, 1945, Trans-Canada Air Lines was providing service—
passenger, air mail and express—over domestic routes totalling 5,299 miles
between the Atlantic and Pacific seaboards. This mileage was unchanged from
1944. The routes operated are as follows:—

Miles
Halifax—Victoria (via Moncton and Toronto) ........cccivvviinnnn. 3,303
5 B FG T R e 708 o1 R e GO L g SRt &g S e A SRy ST SR o oo Buta R STRCI s + 201
HalifaxBliggvala s i s i e st b T ain s et R e e s A 172
Moncton—=St. John's, Newfoundland B s 751
New - York—TPoronto < .5. viaesessahibbas ess oot & 365
Toronto—WINASOT = =i oileba sts wiames o o /& piiia ik B frly 206
Teethbridge——Bdmonton ' i e s En st v abihets 5 bbb am o iR s e Bants sare 301

5,299

Passenger Service

Revenue passengers carried by.Trans-Canada Air Lines numbered 183,121
in 1945, as compared with 156,884 in 1944, an increase of 26,237 or 17 per cent.
The average passenger journey was 579 miles, as compared with 538 miles in
1944. Passenger revenue per revenue passenger was $29.83 and per revenue
passenger mile 5-15 cents, as compared with $28.41 and 5-28 cents respectively
in 1944.

Air Mail Service - )

During the year, 3,429,232 pounds of mail were carried, as compared with
3,739,105 pounds in 1944. Mail revenue per plane mile on domestic services was
41-98 cents, as compared with 42-03 cents in 1944.
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Air Express Service

Air express traffic continued its steady growth during 1945 and, as industrial
reconversion proceeds, this trend is expected to continue. Pounds of air express
increased from 856,016 in 1944 to 950,323 in 1945, but the average haul was
shorter.

Airway Facilities
Although labour and materials remained in short supply during 1945, the
Department of Transport continued its improvement of the runways, field

facilities, airport lighting and navigational aids necessary for the growth of
civil aviation in Canada.

PERSONNEL

Trans-Canada Air Lines’ staff at December 31, 1945, numbered 3,272, as
compared with 2,790 at the end of 1944. In engaging new personnel, it is the
policy of the Company to employ only those who have seen military service.
At the end of the year the number of employees who had served with the Armed
Forces was 1,161.

Instruction of former R.C.A.F. pilots in the techniques of civil air transport
was accelerated during the year. FEight classes were completed, comprising
seventy-six men. The quality of these pilots is high and their acquisition,
together with the supply of new aircraft, is rapidly making service extensions
possible.

Training was similarly given to new radio operator, passenger agent and
traffic personnel. The return of former male staff was reflected in a further
decline in the proportion of female employees. At December 31, women

comprised 23% of all T.C.A. personnel, as compared with 29% in 1944 and
35% in 1943.

SPECIAL ACTIVITIES

Canadian Government Trans-Atlantic Air Service

Throughout the year, Trans-Canada Air Lines continued operation of the
Canadian Government Trans-Atlantic Air Service. Organized in 1943 for the
swift transport of mail to and from Canada’s Armed Forces Overseas and of
priority passengers and freight, the Service performed these functions until
war’s end and then into the peace. Its nature remained an official one, with
limited passenger capacity being largely reserved for those persons travelling
on missions of national importance. Approximately 900,000 pounds of mail
were transported during the year. Ownership of the Trans-Atlantic fleet still
rested with the Canadian Government.

However, by the close of 1945, evolution towards a full commerecial operation
was well advanced, with the Service losing some of its specialized identity.
Passenger tickets were being sold in conformity with prevailing rates. A ticket
office had been opened in London, England. T.C.A. pursor-stewards were
catering to passenger comfort over the Atlantic. A trans-Atlantic air express
service had been inaugurated. The functions of piloting, aireraft maintenance,
communications, flight control and navigation had been facilitated by the assign-
ment of increased numbers of experienced T.C.A. personnel. Very high frequency
ground radio installations for trans-Atlantic purposes had been completed in
Eastern Canada and in Newfoundland. Loran, a modern navigational device,
was employed for the first time by a non-military air service. Four more
Lancaster aircraft were added to the trans-Atlantic fleet, bringing the
complement to six. Of Canadian manufacture, they were built to Company’s
specifications and will shortly be utilized in schedule increases. Each of these
aireraft has comfortable accommodation for ten passengers. This is sufficient

S i e i, i e
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for the maintenance of an interim trans-Atlantic passenger service, pending
delivery, late in 1946, of the first Canadian-built DC-4 M’s. At that time, the
Service is expected to assume full commereial form.

The route flown is one of approximately 3,000 miles between Montreal and
Prestwick, Scotland. Trans-Canada Air Lines personnel had, at December 31,
1945, completed over five hundred trans-Atlantic erossings.

Work for British Overseas Airways

At Montreal, the Company’s maintenance, servicing and conversion of the
Liberator aircraft used by British Overseas Airways Corporation on the North
Atlantic Return Ferry Service continued unabated. There were 780 employees
engaged in this work at the year’s end, as compared with 523 at December 31,
1944. The experience gained by this large staff will be of value in the future
development of trans-oceanic operations.

Overhaul of Military Equipment

The contract with the Department of Munitions and Supply for the overhaul
of military, equipment at Winnipeg was completed early in 1945. For three
years a large volume of R.C.A.F. engines, propellors, instruments and accessories
passed through T.C.As shops.

International Negotiations. £

T.C.A. personnel participated in the various international councils that, in
1945, sought to chart a constructive future for world aviation. As members
of the various committees of the Provisional International Civil Aviation
Organization and of the International Air Transport Association, they acquired
a knowledge of the wider significance of air transport that will be of value in the
healthy growth of T.C.A. No other air line in the world made a greater con-
tribution to these international -discussions. An indication of the high repute
in which Canadian aviation is held throughout the world was seen in the choice
of Canada as the temporary headquarters of both P.I.C.A.O. and I.A.T.A.

PROPOSED SERVICES

The Company is entering on a year of rapid expansion. The route mileage
will probably be increased by at least 67 per cent in this one year and the
establishment of the many new routes and frequencies will entail large expendi-
tures for equipment and training of personnel. It may be that until patronage
of these new services is built up over the next few years the Company will
experience a difficult financial period.

Plans for new domestic services include: establishment in the spring of
1946 of a fourth daily transcontinental schedule; an operation between Winnipeg
and Edmonton via Saskatoon+as soon as airport facilities are adequate at the
latter city; a shortened transcontinental service across the Great Lakes when air-
port and airway facilities are available; operations along the lower St. Lawrence,
and direet flight between Edmonton and Vancouver. Other projected services
are between Halifax and Boston -and: Port Arthur and Duluth.

It is anticipated that service over the Toronto-Chicago, Toronto-Cleveland
and Victoria-Seattle routes will commence in 1946. The established Trans-
Atlantic Service will assume full commercial identity and, with delivery of
DC 4M aircraft, undertake large-scale operations. Scheduled service to the
West Indies, South America and via the Pacific will follow in due course.

LEGISLATION

The Directors call attention to the fact that the legislation passed at the
fall session of Parliament is a basic change in the structure of Trans-Canada
Air Lines. Under the previous legislation, the postal rate varied with the
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operating results of the Company, with a consequent large measure of control in
the Post Office Department over the frequencies and times of operation. This
method, while desirable during the early years of the Company, had become
unsuited to the times if much-demanded expansions were to be made. Accord-
ingly, a firm contract is to be made with the Post Office Department for carrying
mail on a pound mile basis instead of on a mileage basis, removing on one hand
the necessity of Post Office control of operations and on the other hand, removing
the protection against deficits through inereased mail rates, Only in this way
could the Company properly direct its operations and expand in order to obtain
the fullest measure of non-mail revenue and give a maximum of service to the
users of the line.

THE STAFF

The Directors wish to record their appreciation of the loyal and efficient
services of the officers and employees of the Company who, through their efforts,
have earned for Trans-Canada Air Lines so creditable a reputation in the air
transport industry. Their skill and enterprise, which enabled the Air Line to
render high public service in time of war, are indicative of vshat may be expected
in the future.

In the war now happily closed many of the Company’s employees enlisted
with the Armed Forces. They served with valour, bringing honour to them-
selves and their country, and the Directors record the Company’s pride in their
achievements and sacrifices. To the families of those who will not return they
extend their deepest sympathy.

The CrAlRMAN: Gentlemen, I think ordinarily we have a general discussion
before we go on to the financial statement. I would like to point out to this
committee that the Hon. Mr. Howe and Mr. Symington have appointments
tomorrow afternoon. As you know, there is an international conference at
Montreal and while there will be no method used to curtail any discussion, yet,
if we could complete our meetings so that these men and their staffs could get
away, I know it would be appreciated.

Mr. Jackman: You mean, get away today, Mr. Chairman?

The CrAarMAN: To-day, or by to-morrow noon.

Hon. Mr. Howe: Tomorrow noon would be quite all right.

The CrarmAN: I do not want to curtail discussion, but with this air con-
ference on they would like to get away, if possible.

Mr. Jackman: They are always busy people; we quite realize that. I wonder
if Mr. Symington would like to say anything to us about the conference at
Montreal, about the fifth freedom, and the decisions there having a general bear-
ing on the policy of T.C.A.?

Mr. SymineroN: No decisions have been reached as yet. They are sitting
in committees discussing various matters which will go back to the plenary
session, the first plenary session being on Wednesday. There are the usual
difficulties as at all international gatherings. Local and national ambitions,
naturally play a part. You have a situation where one country in the world

is so much more able to give air services than any other country, that in certain -

sections there is a tendency to fear domination by that country, and they
naturally want protective clauses granting the fifth freedom.

The assembly did not go on record very definitely that they are in
favour of, and consider a necessity, the adoption of multi-lateral conventions,
which have been causing a great commotion, including the fifth freedom, subject
to proper protection to the smaller lines of the various ecountries. It is around
that phrase and that result of what is proper protection, that the result will
depend. Whether the result will be reached at this conference or at the next

et i
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conference I am quite unable to say; but I doubt, in view of the many great
questions involved and the many difficulties whether we will reach final con-
ventions this year. But there will be displayed on the floor of the conference
what the various nations consider to be the safeguards in order to achieve a
multi-lateral convention.

The situation is almost identical with what it was at Chicago, where we
tried for seven weeks, with as much ingenuity as we had, to suggest this solution
or that solution. We got very eclose, but not quite there. We are doing the
same thing here, and whether we will be successful or not, we certainly will be
succesful in making progress; but whether we will achieve it, remains to be seen.

Mr. Jackman: Is Russia a member?

Mr. SymingToN: Russia is not a member, no.

Mr. Jackman: May I ask, without requesting you to give away Canada’s
hand: just what it is that we want for the development of air policy in Canada?

Mr. Symingron: We are taking the position that we want nothing. Really,
we consider ourselves the giver rather than the taker. We are quite content to
have the full fifth freedom, provided there be an international body having
power to check abuses and decide differences of opinion, and decide whether
the fifth freedom should be limited in various circumstances. It is a little
difficult to explain, perhaps, the whole situation; but the third and fourth free-
doms are the traffic originating in countries through which a world route runs.

Naturally, each country, particularly the smaller countries in Europe, con-
sider that they require the great bulk of the originating traffic in their own
country. Once you introduce the fifth freedom which gives through lines the
right to pick up, and thus decrease what is known as the third and fourth free-
dom traffic in those smaller countries, they naturally fear that the through line
will dominate because of their money, their better planes and their better
organization.

Naturally, as we put it, any policy which destroys or tends to destroy a
national air line of any country is going to fail. Therefore, those who get the
fifth freedom rights must recognize that principle and put in proper safeguards
for the protection of national lines of those countries.

Mr. Pourtor: What is it that you said about freedoms?

Mr. Symingron: Well, the original start of freedoms, Mr. Pouliot, was
that there were two freedoms; first, the right to fly over a country but not to
land, but just to fly over its air.

Freedom two was the right to land in order to take on gas or for measures
of safety, but with no commercial or traffic right. They could not pick up or
put down passengers.

Now, at Chicago, Canada got the third and fourth freedoms which meant
this: let us say, a passenger gets on a Trans-Canada plane in Canada and he
flies to Britain and on to the continent. We can take passengers from our own
country to Britain as well as take them to their ultimate destination, say France.
That is the third freedom.

Mr. Pounior: Or to any other country?

Mr. SymiNeToN: Or to any other country, yes. Then, coming back to the
fourth freedom, that would be that our plane could pick up passengers in
Britain and bring them back to Canada. You could take on passengers origin-
ating in your own country, or coming to your country, but you could not take
passengers between countries. _ :

Now, the fifth freedom means, if it goes in, that our lines could run, let us
say, from Canada to Rome. We could land at Great Britain and pick up
passengers in Great Britain and take them to Paris, and pick up passengers
from Great Britain and take them to Prague and to Rome, and so on.
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Mr. Pouvrior: That would be the full freedom?

Mr. Symingron: There is still more than that; but the result of that is that
the French line, for instance, would say: but you are going to feed your line
out of the passengers that we would ordinarily carry between France and Prague,
and we must have that traffic in order to allow our national air lines to operate.
Czechoslovakia would say the same thing. Now, the question which arises is:
how much restriction on the rate of that intermediate traffic can be put in
order to get these countries to sign the right to pick up, at all?

Mr. Pourtor: It is a most difficult matter?

Mr. SymineToN: Yes, it is a most difficult matter; but on the other hand,
you can see the desirability of bringing people closer together throughout the
world. You start off with a full load from Canada, let us say; half of that load
get off at Britain; another quarter of the load will get off at Paris, and you
arrive with an empty plane. You cannot operate commercially that way,
because it would be too expensive; so you have to find a reasonable meeting
between those two difficulties.

Mr. MayBaNk: What is the nature of the safeguards that such nations as
you mentioned, the smaller nations, propose?

Mr. SymingroN: There have been many propositions; the last one, or the
one now being considered, is the right of those nations to compel the through
route to charge a rate differential between two adjoining countries so as to
give them some advantage in price as opposed to the big planes and the highly
developed service.

Mr. MayBank: That would be, say, a through route operator picking up
at an intermediate point and carrying to another intermediate point?

Mr. Symincron: Yes just between the two countries.

Mr. MayBank: But picking up at an intermediate point, he would be
required to charge a higher rate than the local rate would be.

Mr. Symineron: If the local countries so elect. It is a permissive thing.
This is only one method which is being considered. It is being objected to
very strongly by the United States.

I would say, for instance, if I were running from here to Paris, and my rate
was $375 through, that is all right; but if I picked up a passenger in London
to go to Paris, and say the London fare was £5 for their local lines, they might
insist that I charge £6 or as much as 5 qr 10 per cent more in order to preserve
to them a certain percentage of their own traffic. That is one test. That
naturally raises the question of rates and there are many questions, you see.
There have been many other solutions.

Mr. MayBaNk: One of the sort of safeguards they wish to introduce.

Mr. Harris: Would it affect the rates of a man transportmg from this
country?

Mr. Symineron: No.

Mr. Pourtor: Would the American rate between New York and Paris or
England be the same as the Canadian rate?

Mr. SymingToN: Practically the same, yes.

Mr. Mayeank: Would it not tend, if you adopted that sort of thing, to
change the rate from here to Paris.

Mr. Symineron: No; your through rates are fixed, you see. Your through
rate will be fixed.

' Mr. MayBank: But will they not be fixed, taking into consideration that
disability under which you would labour?
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Mr. SymingToN: No, I do not think they would, as far as competition is
concerned; it would be purely to prevent too much filling up, as opposed to the
old theory that your capacity should be based upon your requirements to your
ultimate point of destination.

Mr. NicuoLsoN: But you will be obliged to charge a higher rate to Paris?

Mr. SymiNgToN: No. The suggestion is: that, if England—which would
not do it—or any of the countries want to do it, they can say to the international
people: we want a through line to charge from 5 to 10 per cent more—whatever
the limit be adopted; it is not set and compulsory. This provision would be
made as a similar suggestion to the imposition of that freight rate differential,
disclosed in practice with the local lines. Does it hurt the through line? Then
they can make their complaints to the international council who can look into
it and they have the right to say: it is not necessary in this case.

Mr. Rem: If the principle were adopted, would the same thing apply to
planes flying from California to Alaska and dropping down in British Columbia?

Mr. SymineroN: Yes, it would apply to every international route. Canada
could say, in that case, if a plane flew from California to British Columbia
to Alaska: ‘we are giving services on that route 'and it is not a very densely
populated route. If you want to pick up our passengers you must charge 5 per
cent more than the Canadian line on that route. But I am not suggesting for
a moment that that is the test which will be applied. I was just asked for an
example of what was meant, and I am not suggesting that that will be the
test.

Mr. JackmaN: I suppose this fifth freedom will give some of the smaller
countries which are air conscious—take for example, Sweden—a chance to
become a great air transport country?

Mr. SymiNeroN: Sweden, being at the perimeter and not at the middle,
might benefit; but it might mean, also, that countries of smaller population
are really, to some extent, living off other people’s traffic. '

Mr. Jackman: But on a competitive basis, the rate structure is entirely
in the hands of the international body? ;

Mr. SymingToN: The present idea is that the operators fix their rates and
that they be approved by P.I.C.A.O. Any state can object to the rates as being
unreasonably high or unreasonably low.

Mr. Jackman: But only as to international rates?

Mr. SymiNgToN: Only as to international rates. :

Mr. JackMaN: For instance, if the United States were to subsidize trans-
continental lines, we would have no control over their rates; it would not prevent
Canadian people going to New York and flying from New York to California
and there taking a train up to Vancouver?

Mr. SymingroN: There is no theory that I know of where any country
could interfere with the domestic policies of another country.

Mr. JACKMAN: Are many of those lines owned by the various countries
concerned, or are we about the only one?

Mr. SymingToN: I think the United States is about the only one that is not.

Mr. MavyBank: It is definitely settled, is it, that all international rates are
to be approved by the international board.

Mr. SyminaroN: That will be part of the permanent multi-lateral, per-
manent convention that we are endeavouring to secure.

Mr. MAYBANK: There is pretty sound agreement on that point?

Mr. SymingroN: I cannot answer for them all, but for the vast majority
I would say, yes.



216 SESSIONAL COMMITTEE

Mr. Rem: The fact that United States planes might be subsidized would
have a bearing upon their acquiescence or acceptance of a lower rate?

Mr. SymiNeToN: I suppose so. We are trying, in the convention, trying
very hard to avoid subsidies; and all international operations must be kept
separate, and the figures must all be filed with the international authorities so
that they' can see what subsidies there are, what they are actually, whether
the rates are justified, or too low; and you cannot subsidize for the purpose
of interfering with or obstructing competition. The information will all be
passed to the international authorities in order that they may deal with
abusive practices of that kind.

The CrAIRMAN: Are there any other questions?

Mr. Hazen: Speaking about rates: I understand that the cost of trans-
portation from Vancouver to Victoria is $5; and that until recently—I do not
know the date—you could get a return ticket for $7.50; but that recently—
I do not know just how long ago—the return rate was fixed so that you had to
pay the full fare of $10. I am informed also, that if a I got a ticket, if I bought
a return ticket from Montreal to Victoria, I would get a reduced rate as far
as Vancouver but I would have to pay the full rate from Vancouver ‘to Victoria.
And the people in Victoria, I am informed, regard this as being a diserimination.

I am informed, also, that the air distance both ways from Victoria to
Vancouver is about 50 miles, and the return ticket costs $10; while the air
distance from Winnipeg to Regina is about 300 miles, yet the return ticket is
$16. Now, there seems to be a discrimination in rates there as well. Could you
tell me why the rate, the return rate from Vancouver to Victoria was increased
from $7.50 to $10? And could you tell me why there is no reduction as in the
other cases?

Mr. SymiNngToN: I can tell you the whole story without any difficulty and
it is one which I may say I objected to, but there it is.

Your statement or your information is wrong with respect to buying a
ticket to Victoria. You pay.the same mileage rate as you would if you bought
to Vancouver. But if you go from Vancouver to Victoria, you would then have
to pay a higher rate from Vancouver to Vietoria, for that portion of the journey.
The problem- arose this way: the Canadian Pacific Air Lines, or their predeces-
sors, had been running a boat service, a flying boat service between Vancouver
and Victoria and had been charging—if my memory serves me right—about
11 cents a mile. But when Trans-Canada came into the picture, it was in a
position to run to Vietoria. They were flying land planes and landed at Patricia
Bay, some distance north of Victoria, and they charged exactly the same
mileage rate between Vancouver and Vietoria as they did between any other
points in Canada.

Then, the Canadian Pacific Air Lines discovered that equipment difficulties
existed, and that the water was spoiling their planes, and there was erosion and
so on, and that they had to change over to land planes. They produced
evidence to the Air Transport Board that they could not afford to run that
service at the 5 cent rate or the 5-29 cent rate that T.C.A. was running it for,
and so they applied to fix the rate from Vancouver to Victoria at a rate which
gave them a fair profit, or at least a reasonable profit. So then the question
arose, naturally: can we survive or are we to be allowed—are T.C.A. to be
allowed—to charge a less local rate than we are; and it is destroying our busi-
ness, and we do not think that is fair. When they were in that position, that is,
Canadian Pacific Air Lines, they go before the Transport Board and the Trans-
port board go into it and say: it cannot be run at the Trans-Canada rate, and
therefore it must be raised, and Trans-Canada, on the local business, must also
raise it. That is the story.
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Mr. GiBson: But you were not prepared to give an adequate service
between Victoria and Vancouver?

Mr. SymingToN: We were not prepared to run all our flights at that time;
we naturally could not give them 10 or 11 flights a day that the Canadian Pacific
Air Lines could; we could give them 4 a day. Naturally, I do not like to see
any differences in mileage rates throughout Canada. Personally, I think I
have been through too much of that kind of thing in other directions.

Mr. Gisson: After all, the cost of selling a ticket and the cost of servicing
back and forth from the airport would mean something?

Mr. SymiNgroN: That is exactly what the Air Transport Board found;
they found that we, who were running over all, could do it, but that the local
line could not.

Mr. Hazen: The Air Transport Board made this finding, you say?

Mr. SymiNnGTON: Yes.

Mr. Hazen: Under what Act does that board come?

Mr. SymingToN: The Aeronautics Act.

Mr. Hazen: The Aeronautics Act; but it was taken away from the Air
Transport Board?

Mr. Nicnorson: Was there not a period when you were not allowed to carry
local passengers between Vancouver and Vietoria?

Mr. SymiNgTON: Yes, but we got over that difficulty.

Mr. Nicuorson: How long have you been allowed to sell local tickets
between Vancouver and Victoria?

Mr. SymiNgroN: I think this is the second or third year now.

Hon. Mr. Howe: There is quite a principle involved there, Mr. Gibson.
To put one’s finger on the crux of the situation: there is a great amount of
traffic between Vancouver and Victoria and the Canadian Pacific Air Lines ran
11 flights a day; but Trans-Canada was not in a position to run more than
4 flights a day, and all the seats, however, were not available for local traffic.
It was not felt to be desirable that Trans-Canada should, with its earnings made
over a 5000 miles of operation, put the Canadian Pacific Air Lines out of
business by quoting a rate which would not have permitted Canadian Pacific
Air Lines to function. There is no doubt that the service required a greater
frequency of planes there, and it seemed to the Air Transport Board—at least
in my own judgment—that T.C.A. should not do anything to destroy a service
like that unless it could put on a service to replace it. The same situation arises
in the Halifax to Boston run. The Maritime Central Air Lines operates between
Yarmouth and Halifax. It is desirable, in the interests of public service,
probably, that T.C.A. will put in a stop at Yarmouth to pick up passengers for
Boston, and naturally they wish to carry passengers between Halifax and
Yarmouth. The question will arise: can they put in for a rate of 5 cents in a
position where the Maritime Central rate is perhaps double that amount, which
rate is perhaps quite correct for a short service. The ruling will probably be
the same: that T.C.A. must not-charge a rate which would be hurtful to the
local run.

Mr. Hazen: Might I bring up another matter now. I would like to ask the
President of T.C.A. what is the present position in regard to the proposed Clover
Valley air field that was to be developed to serve the city of Saint John and
vieinity? I would like to point out that on’ March 30th, I think it was, 1943,
when this committee was sitting, the honourable Mr. Howe said: that if we,
the T.C.A., can get a suitable airport within 20 miles of Saint John, I assure
vou we will go in.

Now, the city of Saint John employed a gentleman, whom I understand
was a noted United States airport authority, named Harvey F. Law, to look over
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the situation. Mr. Law went down there and he looked it over and he recom-
mended as a suitable site a place called Clover Valley, situated on the main
highway within 10 miles of Saint John.

In the next year, 1944, as a result of representations made by Mr. Howe,
the municipality of Saint John went ahead with the Clover Valley air field
project. It obtained the necessary legislation from the legislature of the province
of New Brunswick and it acquired the land, and it spent about $100,000 or over
$100,000 in acquiring the land, and for.other services; and it also committed itself
to another $50,000 or more in connection with this project.

On July 3rd of last year, the county secretary of the municipality of Saint
John wrote to Ottawa advising that all the land required had been obtained,
and that it was now in order for the departmental engineer to start work.
In reply to that letter, the county secretary received a letter from Mr. A. D.
MecLean, Controller of Civilian Aviation, dated July 13, 1945. In that letter
Mr. McLean said: that due to the lateness of the season, it is unlikely that it
will be possible to undertake any heavy construction work on the project
this year, but that an attempt will be made, however, to start clearing and
to undertake such work as will be necessary in order to enable construction
work to be started immediately in the spring of 1946.

Now, no clearing or other work was done in 1945. In January of this year,
on January 25th of this year, a delegation representing this municipal airport
committee from Saint John came to Ottawa and, accompanied by the honour-
able H. F. G. Bridges, the Minister of Fisheries, met the honourable Mr. Howe
and some of his officials. The purpose of the visit, as I understand it, was to
learn when construction work would begin and also what the next step by the
municipality should be and the next step by the Dominion government.

The delegation, I am informed, was told: that an answer to the questions
they asked would be furnished to them within three or four weeks. And a few
weeks later, or a short time later, the committee received from Ottawa word
that the site was not available because weather conditions were unsuitable.

I would point out that in 1944 and 1945—perhaps to go back as far as
1943—nothing was ever said about weather conditions; and, as I read the
correspondence, the municipality was given the green light sign to go ahead.

The mayor of the city of Saint John said in his report to the muniecipal
council, in February of last year, that the project was approved in August,
1945, by the heads of civil aviation in Canada. The committee of the muni-
cipality that had this matter in hand, I am informed, requested the data about
the weather conditions. They claim that the site is a suitable one, and they
have the support of Mr. Harvey F. Law, in their contentions. What I would
like to know is: what is the present position of affairs? Are further investiga-
tions as to weather conditions to be carried on, or is the matter a closed book,
so far as the government is concerned? That is, I think, the real sum and
substance of what T would like to find out. Has the whole thing been killed?
Does the municipality have to face the fact that it has gone to this extent, so
far as T.C.A. is concerned?

Mr. SymingToN: I am here as operating head of T.C.A. I know nothing
about what you just said, about the remarks you just made. I could not answer
vou at all. All that T do is to run the air fields that are provided, and T know
nothing about it, Mr. Hazen; T know nothing about it at all. You will have
to go to the government.

Mr. Hazen: Well, here T am. Maybe the Hon. Mr. Howe would care to
say something on the matter? '

Hon. Mr. Howr: Yes. It is rather unfortunate, that story about the city
of Saint John, as you said, employing an engineer to lay out an airport, to
choose a site and lay it out for an airport. The plans of the project were
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approved, but nothing was said about weather at that time. And on the
strength of the approval of the officers, I told Saint John to go ahead and
acquire the land. In the meantime, the meteorological department lost no time
in stationing two men at the airport to study the weather; and when the delega-
tion came to Ottawa to discuss the commencement of operations, these weather
reports were all in, reports covering, I think a year of observation. They
showed that the weather would permit use of the air field only to a very limited
extent. It was very subject to ground fogs, and on certain days the airport
would not be usable by T.C.A. planes. The ratio of operation was far worse
than anything we had on the line, and it seemed to me to be folly to undertake
construetion of an airport with weather reports on hand of that type.

On behalf of the government, I accept full responsibility for having
instructed the city to go ahead and acquire the land, and I undertook that the
government would bear any loss that might arise, if the land is disposed of.
I imagine the loss would not be serious, in view of the present real estate
market. But, if there be a loss, the federal government will make it good to
those who suffered such a loss.

The city was not satisfied to accept our report, so the department agreed
to carry on a further study. But, if the report of the next year shows no
improvement in the weather situation as far as the use of the field is concerned,
I would say that the city of Saint John, which would be responsible for the cost
of operation, would be foolish to go ahead with the project.

Mr. Hazen: Who carried on those investigations, or are they being carried
on now? :

Hon. Mr. Howe: I cannot tell you the actual names of the people, but I
could get them if I had my notes.

" Mr. Hazex: Who is doing that werk?

Hon. Mr. Howr: The Meteorological Service of Canada.

Mr. Hazen: And they report to whom?

Hon. Mr. Howk: They report to the director of the service in Toronto, and
he, in turn, reports to the deputy minister of Transport, who, in turn, reports
to me.

Mr. Hazex: And they are now carrying on an investigation that will extend
over a year? 3

Hon. Mr. Howr: The investiga.ﬁior; that was reported upon had extended
over a year; but they are now continuing an investigation; they are giving it
a two-year study rather than a single-year study.

Mr. Hazex: Was the municipality of Saint John furnished with a copy of
that report?

Hon. Mr. Howe: T cannot say, but I will be glad to find out for you.
I have no doubt that the director of civil aviation would furnish them with
a copy of the report.

Mr. Hazex: Thank you?

Mr. Harris: With respect to the Vancouver-Victoria run, how many times
in the past has the board decided similarly? Ewvery time that T.C.A. is given
an opportunity to run in competition with another line, is the rate set on the
basis of the rates established by the local run?

Hon. Mr. -Howe: I would say yes. This is the first occasion that the
T.C.A. has come into direet competition with a well established line, over the
years, giving the necessary service; and I think a reasonable interpretation of

the air regulations would indicate that a local service should be protected just

as Mr. Symington suggested be international services.
 64666—2
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If there be an international service between two points—take for example
the service between Montreal and New York—if*“there were complete freedom
on the part of any one to poach on that line, it is conceivable that there would
be so many international flights operating on that line that the local service
would be put out of business, which would be very unfortunate for the people
of Montreal, should the Trans-Atlantic service stop operations.

Mr. Rem: What percentage of traffic would be carried on planes between
Victoria and Vancouver whose destination would be Vancouver compared to
those getting on the planes at Victoria and heading east?

Mr. SymineroN: I could not tell you that; perhaps Mr. English could tell
us. I cannot give you the percentage but it would be quite a lot.

Mr. GiBsoN: I understand that you used to sell tickets from Lethbridge and
give a rebate?

Mr. SymINGTON: Yes, we used to sell tickets from Lethbridge and give a
rebate, but that was before we were able'to carry on there at all. :

Mr. Encrisa: We carry an average of 60 per cent occupancy on the
Vancouver-Victoria service. Our planes are 60 per cent filled; and of that 60
per cent, approximately 25 per cent is through traffic.

Mr. ReEm: In other words, you are adding to your revenue by picking up
local traffic?

Mr. ExcuisH: Yes.

Mr. Rem: I know that most bus lines running between the United States
and Canada will not pick up local traffic because they are through bus lines?

Mr. SymingTon: Well, they are not allowed to do so, Mr. Reid.

Mr. Harris: I do not want to rush things at all: T am only concerned with
one sentence in this report under the heading of “proposed services”, where you
say:—

It may be that until patronage of these new services is built up
over the next few years the company will experience a difficult financial
period. '

Mr. Symineron: I thought it well to call the attention of the committee
to that fact: T am hopeful that it is pessimistic and I think it is pessimistic; but
after all, you must remember that we have been starved and the people of Canada
have been starved for air transportation because of the fact that we did not have,
and just could not get, either the planes or the personnel or the ground facilities.
And when you undertake to do something, to make up for a past shortage, and
when you have to act very quickly—if you wanted the planes at all—I bought
these 21 planes—really 24 planes—all in one gulp, because we had to take them
so or not get them at all. Everybody in the world was after them: and they
have got to be used. And we trained personnel; we spent over $1,000,000 in
training personnel and they have to be used.

Now, as to how quickly the people will want to travel, I do not know. We
are going to put on these services; we have got the planes, and we have got the
personnel to run them. Now, it may be, that for three months or six months—

it will take us a while to fill up that capacity, in which case, of course, the

financial side may be difficult. That is all.
Mr. Harris: You have got the money to buy the planes.

Mr. SymineToN: Oh yes, we are in a very good position, as you will see,
if you will look at the diagram on page 11. Remember that up to this stage
and up to all that increased equipment, we never increased our capital, and we
have still got all our old planes. We have done pretty well and in addition, we
have got $1,500,000 in cash and we have got an insurance fund of $1,200,000;
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~and we have got a penzion fund of $1,000,000 or more than $1,000,000; and we

have paid 5 per cent on the money all that time it has been in T.C.A. I may
tell you that foreign air lines wonder how we do it.

Mr. McCurLrocH: Can a passenger go from Montreal to Vancouver via
New York cheaper than he could from Montreal to Vancouver?

Mr. SymiNcToN: No. He might do so, he might be able to travel from
Vancouver to New York much cheaper than from Vancouver to Montreal to
New York. That is a matter which you cannot always just prove. Their
system of tariffs is a little different from ours. They have no air travel cards
and no return discount. Their mileage rate single is a little lower than ours.
On the other hand, we have a reduction for air travel cards, and we have a
ten per cent return fare reduction; so there is not very much difference.

Mr. Hargngss: I think there is quite a difference. The United Air Lines rate
from Vancouver to New York iz $118.30 while your rate is $152.50.

"Mr. SymingToN: You mean our single rate?

Mr. HargNEss: Yes. There is quite a considerable difference there?

Mr. SymiNGTON:  Yes, there is quite a considerable difference on the single
rate; but on the return rate, there is not a great deal of difference, and, of course,
mind yvou we may have to meet that rate if we find we cannot get the traffic;
hut we are still, for some reason or other, getting a great deal of American trafﬁc
on our lines. They say that they prefer to travel that way.

Mr. Hagrris: You have a better line. The answer is obvious.

Mr. JackmaN: Does the same principle that applies in the railroad passenger
business creep in with respect to air lines, whereby you can travel from Boston
to Montreal to Toronto as cheaply, a further distance—that is, you pay as
cheaply—as you can from Boston to Toronto?

Mr, SymingToN: Not yet; it has not, and I hope it will not.

Mr. JackmaN: May I ask in connection with the Vancouver to Viectoria
air route, the rate is about 10 cents per mile, while it was about 5 cents last
year. Do you have a similar discrepancy for any other approximately 50
mile route in Canada?

Mr. Symingron: That is the only place where we charge over 5.15 cents
per mile. You have to meet those circumstances.

Mr. JackmMAN: Why is it that the return rate from Victoria to Vancouver
is on the same mileage basis cost as the straight single fare?

Mr. SymincToN: Because the Air Transport Board has put in the rate.
Mr. JaAckMAN: Is it not customary to grant some discount for a return fare?

Mr. SymingToN: That was fixed on the basis of giving to Canadian Pacific
Air Lines a reasonable profit; and not on what we wanted to charge.

Mr. JackmaN: I wonder why they did not charge more for a single rate?
Mr. SyminegToN: I do not know; it was not our business.

Mr. Pourtor: What is the basis?

Mr. SymingToN: 10 per cent; am I right? -

"Mr. EncuisH: Yes.

Mr. Hazex: I notice that you carried 183,121 passengers for a revenue in

Mr. SymingToN: Yes.
Mr. Hazen: Did you carry many passengers free?

Mr. Symincron: We carried between points 3,393 people which number
was made up of T.C. employees on business, 2,163; T.C.A. dependents, and

64666—23
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employees on vacation, 733; employees of Department of Transport on business,
348; courtesy trips to press, Canadian Broadeasting Corporation, and so on, 70;
employees of Post Office Department on business relating to air mail service, 43;
employees of other air lines, 10; and others, consisting of inspectors, Department
of Commerce, Air Transport Board, R.A.F., and deportees, 17.

Mr. Hazex: Were any passengers injured while being carried?

Mr. SymingToN: No.

Mr. Hazen: Was any damage done to equipment during the year.

Mr. SYMINGTON: Yes.

Mr. Hazen: What equipment suffered damage as a result of accidentsY

Mr. SymineToN: We had a crash landing at Moneton, when two of our
employees were taking a plane up for instruction purposes, and there was
$41,777 written off, the value of the plane which was actually destroyed. It
got about 100 feet off the ground and then nose dived.

At Lethbridge a plane landing struck a truck. At Lethbridge unfortunately,
the road is very close to one of the runways which is only used very seldom.’
It depends on the direction of the wind; and there was a truck with high
boards with some grain in it. The runway being, short and the wind being bad,
the pilot had to take the full length of the runway, and whether it was the
rain or whatever it was, he did not see the truck. The wheels of the plane
struck the top of the high boards carrying grain. He really made a remarkable
recovery and landed on his belly. Ultimately it was $11,502 damage done to
the plane.

At Dorval on March 15th, in the ice, they taxied off the runway off to the
side, and one wing went into the snow. It did $8,534 damage to the plane. The
same thing oceurred at Lethbridge, at a cost of $6,000.  Then at Blissville there
was a forced or belly landing at a cost of $5,759.

Mr. NicuoLsoxN: Were any passengers injured in any of these accidents?

Mr. SymingToN: No. As a matter of faet, I received a letter from a
gentleman in San Francisco who was in the Lethbrldge accident. He said: I
do not suppose you very often get letters of praise from a passenger who has
been in an accident; but in connection with the plane which struck the truek,
he told me how the pllOt managed to get the plane up into the air and how they
circled around; and how the. stewardess came and talked to them and told
them how it happened, and assured them that belly landings were very easy in
this snowy country; and that he never saw anything so well handled; and that
they landed on their belly, getting no more than a slight tug of their harness.

Mr. Pourior: There are no more priorities?

Mr. SyminGgToN: There are no more priorities.

Mr. Pourtor: Have you considered the question of passes to members of
parliament? :

Mr. SymineToN: It was discussed in parliament several times, I believe,
but we have not got them. Tt would be pretty tough, I think, certainly until
we get a lot more equipment.

Mr. Pourtor: How many passes are issued yearly?

Mr. SymingroN: I think about ten, and they have to pass the Air Transport
Board. There are: the directors; the mmlster the postmaster-general; I think,
Mr. Henry himself, as head of 'the board; but that is all.

Mr. Pourtor: Well, that is a start.

Mr. Harris: You are willing to accept the inevitable?

Mr. Rem: I would like to say for the benefit of the committee, that
history is repeating itself. Everytime there is a conflict Wlth the Canadian
Pacific, they always get their way.
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Mr. SymingTon: I am glad that I cannot be blamed for that.

Mr. JackmaN: You draw attention to the route between Toronto and
Winnipeg.

Mr. SymiNnGTON: Yes, sir.

Mr. JackmaN: How is that progressing?

Mr. Symineron: Well} it is very difficult; but not so difficult from our
point of view, because we are ready; but the air field proposition is difficult.
We have approached and conducted conversations and very favourable ones
with the United States whereby we can use an emergency landing in the northern
peninsula of Michigan, and thus get into that service quicker than we otherwise
could. I am extremely hopeful and most anxious that that may be established
as soon as possible because it would be a very great help to Canada.

Mr. NicroLson: How soon is it possible?

Mr. Symingron: You had better ask the honourable Mr. Howe that
question. There was a difficult situation there with respect to an emergency
landing, landing on an island in a lake, and we could not get boats to it in order
to build an emergency landing; it would have been a terribly expensive pro-
position. Therefore we are making this other arrangement in order to put the
service into being. : :

Mr. Jackmax: Which is that? '

Mr. SymiNgToN: So that we may have an emergency landing field rather
than having to land in Lake Superior; we will have an emergency landing field
in American territory. .

Mr. Jackman: That is the route over Lake Superior that you are speaking
about now?

Mr. SymiNeToN: It is not a regular landing, but we won’t run that flight
without some place to go in an emergency.

The CaAlRMAN: It is now one o’clock and can we meet again at four? We
have trouble with five or six committees sitting, but I think perhaps we can make
some arrangements to get this room by 4 o’clock. Very well, gentlemen, the
committee is now adjourned to meet again at 4 o’clock in this same room.

The committee adjourned at 1.05 p.m. to meet again at 4.00 p.m. to-day.

The, committee resumed at 4 o’clock p.m.

The CmamMaN: Gentlemen, we discussed Mr. Symington’s report this
morning. Do you want to discuss it any further before we go to the financial
statement?

Mr. Harkness: The question of rates was brought up to some extent this
morning. It seems to me that the rates charged by T.C.A. impose a sort of
undue burden on the Canadian public which travels by air as compared with
the United States. It was pointed out that return fares are fairly comparable,
but as far as I can make out they are not very comparable. I have two examples
here. From Vancouver to Toronto by United Air Lines the fare is $111 and
by T.C.A. it is $132.35.

Mr. NicaoLson: Is it $111 in American funds?

Mr. HargnEess: No, it is in Canadian funds.

Mr. SymingToN: No, American funds.

Mr. NicuorLsoN: They are all in American funds.

Mr. SymineroN: You have got 11 per cent on that, and on the return
fare 10 per cent off on ours. i
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Mr. Harkness: I just got this figure, and I took it it was in Canadian
funds. :

Mr. Symingron: No, it is not, and if you deduct 15 per cent for a travel
card, and 10 per cent for return I think you will find we are away below on
the return fare. .

Mr. Hargngss: I think you said this morhing that on the return fare it was
10 per cent?

Mr. SyminegToN: 10 per cent and 15 per cent off for a travel card.
Mr. HargnEess: But everybody has not got a travel eard.

Mr. Symineron: That is perfectly true. I quite agree, but the numbers
are increasing very fast, and a large part of our patrons has travel cards.

Mr. Hargness: In view of the fact that salaries, wages, and so forth are
generally considerably higher in the United States than they are in Canada it
would seem to me that our rates should be lower than the United States rates.

Mr. SymingroN: I am very glad you raised that point because I should
like this committee to understand the difficulties that we are up against in
operating air lines in this country. I have had a statement taken off. In the
vear 1945 if we had been able to buy gasoline in Canada at the price which
I have here in the United States we would have made $480,000 more. If we
had not been subject to extra operating costs by reason of duty, sales tax and
war exchange tax we would have made $990,000 more. In other words, we
would have made $1,470,000 more or 35 per cent of our capital if we were not
subject to those drawbacks and disadvantages. I do not know anything you
can do about it. I am not blaming the oil companies. I have taken it up with
them and the answer is that they say it is a fact that under the Canadian
layout they have refineries all over the country and that the expense is in the
railroad cost for erude oil to bring it into the country to get it there but,
as a matter of fact, our gasoline costs in Canada are just about 100 per cent
more than if we bought it in the United States. They, of course, are fed by
pipelines from their various fields whereas we have got to import and move
1t across the country as crude oil.

Then again of course, the operating conditions in this country are very
severe. One example is in the conversion of these planes, the extra heating °
system and the necessary power plant to create that.

Mr. Hark~ess: You have that same thing on the northern United States
lines?

Mr. SymingroN: No, not by any manner of means. Not by any ‘manner
of means are they anything like as severe. There is the extra cost of heating,
probably $20,000 a plane, and depreciated over four vears there is that much
more to depreciate. You bring in a plane and by the time you pay the duty
and sales tax—fortunately now it has improved because the war exchange tax
has gone off as of last November—Ilast year a plane that would have cost us
in San Diego $675,000 would have cost us here with the duty, tax, war exchange
tax and the necessary changes that had to be made $1,180,000 as opposed to their
$675,000. When you divide that by four, where you are depreeiating your
planes in four years under these very rapidly changing conditions, that becomes
an annual operating cost. The same thing applies with respect to your spare
parts and repair parts so that the three largest items of operating expense in
this country are away over what they are in the United States.

Then you have got a situation where our range here is very large. We
have 3,500 miles in width and probably 100 miles in depth. Over there with
their thousands of small manufacturing plants situated all over the country
you have a checker board north and south. They can divert all around the
place when they are weather-bound. They are not stuck at Kapuskasing or
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Armstrong or some place else all of which cost a great deal of money to a
line. I am not complaining about it because in spite of it all our results are
better than any United States line in my judgment.

Mr. Hargness: What do vou mean by “results”?

Mr. SymingToN: In the actual earnings. I think that what the members
must recognize is that we are up against very serious operating difficulties in
this country, and as their efficiency increases our advantagé on our efficiency
and less expensive operation in any other way decreases. In other words, if you
compare controllable costs in Canada with theirs we are away below them.
As to operating costs, direct costs, we are, of course, above them, and we just
cannot help it. It is a situation that is impossible to meet. The best thing
you can do is go along. We are able to do it because we have a very devoted
and capable lot of people who up'to this moment—and there is no guarantee
that it will econtinue—are willing to work for cheaper wages than they do in
the United States. The pilots have stayed firm although they are now trying
to strike in the United States for salaries that are nearly double ours. I do
not know how long our men will stand by us as firmly as they have. Nearly
all our top people can get jobs with twice the salaries if they want to leave
T.C.A,, but it is part of their birthright and they are sticking. That is a fact
that we have got to face, and there is no use fooling ourselves about it. We
can face it. I am satisfied we will continue to face it successfully, but it is a
real job.

Mr. Harkness: Whilst I realize that your gasoline costs, and so forth, are
considerably higher than the United States you have certain compensating ad-
vantages which the American lines have not got. For example, you have no
competition which all American lines have. You have no taxes. You have a
very much higher rate on mail than the American lines receive. I should think
that those three compensating advantages would to a considerable extent offset
your higher costs for gasoline and so forth.

Mr. SymingTon: I think you have spoken a little broadly as to those advan-
tages. In the first place, we have real competition now in the sense that from
Vancouver, Lethbridge, Winnipeg, Montreal and Moncton we are actually run-
ning in complete and continuous competition with the American air lines across
the continent. They ean and do reach all these points so that we are, in fact,
in actual competition with them. Locally we are not. I agree we are not
between Regina and Winnipeg, but we are between Regina and Toronto or
Regina and New York or Regina and Windsor because from Winnipeg they
can take those lines. They can travel our lines locally, go down the other way
and go right across the continent. I am glad it is there. It is a very good thing
but on the other hand when you talk about mail, my goodness, when you look
at the mail carriage in the United States compared to ours and the comparison
of rates the situation is not comparable. Do not forget this—and this is what
most people do not realize—under actual statutory authority in the United
States mail rates are fixed by C.A.B., and they are fixed under a statute whereby
they are made sufficient to provide cost and reasonable profit to the line. So
that while it is perfectly true that on the tremendqus big lines the air mail
rates are below ours there are dozens and dozens of smaller lines which are
away above ours. I agree that the average is below ours because most of the
mail travels on the three big distributing lines across the United States.

Mr. Hargxess: Those are really the transcontinental lines which are com-
parable to T.C.A.? g :

Mr. Syminerox: If you would compare the carriage of mail across the United
States and across Canada we have about six places where we deliver, only one
with a population over a million and two or three-quarters of a million, the rest
being a couple of hundred thousand and going down to fifty thousand whereas
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across the United States there are hundreds and hundreds of cities of 100,000,
150,000, 200,000, that lend themselves to the operation hecause you put on and
take off. The result is you can take a great pay load for a short range, but we
have got to load a plane to go 1,500 miles in case anything goes wrong because
we have not got these places in between. As I say, I am not apologizing for the
operation. I am extremely proud of it, but I do want the committee to recognize
the differences in the character of the operation in Canada and the United States
because as an actual flexible operation there is nc comparison. They are so
far ahead of us from matural conditions.

_ Mr. Nicuorson: I would like to support what Mr. Symington has said. I
left Regina last January one morning when it was 40 below zero in Regina and
later on that day I reached Los Angeles by Western Air Lines where it was
about 58 above. The physical problem of servicing equipment to operate in

" 40 below is a very different problem from what it is to operate a plane in summer
weather all the year round. In connection with the rates question which has
been raised I have the United Air Lines booklet here, and they give the single
fare from Vancouver to New York as $118.30 or New York to Vancouver at the
same rate. If you add 11 per cent, which they do when you take a plane over
the American lines, it gives you a round trip for $262 via United Air Lines as
compared with a round trip for $260 by T.C.A., so that actually you are $2
further ahead to travel by T.C.A. between those two points. If you buy a single
fare it is a little cheaper to travel by United Air Lines. -

Mr. Harkness: Did you take in the travel card on those figures?
Mr. NicuorsoN: No, that is without the travel card.

Mr. JackmAN: Mr. Symington, ordinary gasoline for motor cars does not
cost 100 per cent more in this country?

Mr. Symingron:We are learning quite a lot about these things, Mr. Jack-
man; but we have got the actual figures because we have been comparing rates
of these new operators in the States; and the figures—I have them here.

Mr. Jackman: I don’t doubt you have them, if you say so, but I was
wondering what the justification was for aviation gasoline costing so much
more here than there.

Mr. SymingToN: I think the reason is that these very large companies make
special deals with one company and get a very low rate in doing so. We do not.
We buy from the different companies that are available to the fields. An odd
thing happened in comparing these American and Canadian north trans-Atlantic
rates and trying to arrive at a basis. We found that the American lines had
Greenland and Iceland and were buying gasoline several cents a gallon cheaper
than we were buying it in Montreal. The answer was, of course, that the army
had put stuff in there and I guess they were getting it cheap; but the savings in
the case of gasoline, in the returns made by the various compames were really
considerable.

Mr. Jackman: Is there any way of having these figures made available?

Mr. SymincToN: I have them available, but as they were given to me in a
conference which had nothing to do with this, I do not know that I should
diselose them. But I am giving you what is the fact because we have been
studying very, very carefully the various lines and the costs in arriving at
the North Atlantic rate. :

Mr. JackmaN: In view of the whole situation does it not seem unreasonable
that we should be paying s6 much more for gas than the Americans do?

Mr. Symineron: I did not say it was reasonable or unreasonable. As T said,

I am not saying anything by way of complaint, I am merely pointing out to you
some of the difficulties under which we labour.

R et b oS
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Mr. Jackman: That cost of planes in the United States as compared to
Canada is not only considerable, but shocking.

Mr. SymineToN: Well, you see, you take the original cost in American
money and upon that you add your duty and take your sales tax on exchange
plus duty, and then you take your war exchange tax on exchange plus duty plus
sales tax, and the percentage on top of that.

Mr. JackmaN: I suppose if you were in a private company you would have
something to say about the duty of aircraft coming into Canada.

Mr. SymingTox: I do not want to get into polities, but I would have a lot
to say about duties on things coming into Canada—if I were a free agent.

Mr. GiBson: You ought to put that in your tax column.

Mr. Nicuorson: In the first page of your report you mentioned alternative
routes between Toronto and Winnipeg. Could you indicate how frequently per

. month you are required to do that?

Mr. SymineroN: Our bad season is the mid-fall and- early spring for the
northern Ontario region. Their seems to be a warm wind which blows up from
the western United States all across that cold, watery Lake Superior region,
and that lake region that lies north of it,.which gives rise to this ground fog
and makes operation very difficult. The result is that during these periods we
fly as many as ten or twelve times a month between Minneapolis and Windsor
in order to maintain our schedule. And now, with respect to finished schedules,
in the absolute winter we are higher and better than any American line, and in
the summer we are better; in these two periods we are less. Over the whole
year at the same time our performance is better than any of them. But we do
have the same assistance as they have. They come over us very often,-across
the Niagara Peninsula, and so on, and into Moncton. They have the same right
under the two- freedoms agreement

Mr. NicuoLsoN: Does it cost you appreciably more to do that?
Mr. Symingron: A little more, but very little more. Certainly it is a money

“maker for us because the absolute cancellation of the trip or the holding of

people at Kapuskasing or some place is an expensive proposition.

Mr. Nicuouson: How about the time factor?

Mr. Symineron: The time factor is of very little importance, very little
more; it is only about fifty or sixty or a hundred miles.

Mr. JackMaN: On these costs which you gave us for planes in Canada and
the States; are they about commensurate with the cost of making planes
in Canada, is the cost about,the same?

Mr. Symineron: We will tell you that in another six months, perhaps.

Mr. Jackman: Who is this Canadair that I see you mention in your report,
who owns that?

Mr. Symingron: Canadair is owned, I understand, by the Dominion
Government. & :

Mr. JackMaN: So we are now engaged in the manufacture of planes?

Mr. SymingTon: We are now engaged in a very important, very marvellous
job of making planes, we hope; at any rate now we are taking our medicine in the
hope of being able to manufacture planes in Canada in the future, both for
military and civilian purposes.

Mr. JackmaN: Since the minister is here, perhaps I might ask him how
we have come to acquire Canadair?

Hon. Mr. Howe: We have always owned it, we built it.

Mr. Jackmax: The report says that you acquired it from Vickers, they
operated it during the war.
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Hon. Mr. Howe: They operated it during the war. We owned the plant.

Mr. JackmaN: Crown assets?

Hon. Mr. Howe: Yes.

Mr. Jackman: We took the operation of it over from Vickers through
Crown Assets, is that it?

Hon. Mr. Howe: Before that Vickers were involved but they found their
financing requirement would be very heavy. We took it over by mutual consent.
They were financing it as part of their ship-building operation, and the amounts
of money in it were so large that they worried us to get it right down, so we
accepted the operation. There was no change in fact, they had the management
contract and now ‘Canadair have taken over the management contract.

Mr. Jackman: And Canadair is a crown owned company?

Hon. Mr. Howe: Canadair itself is not erown owned, the facilities are.
Canadair is the management company with the same management as managed
the plant for Vickers; instead of having it mixed up with Vickers operations
they requested us to separate it and we entered into a management contract
for its operation with Canadair.

Mr. Jackmax: 'But Canadair owns no physical assets, it merely leases
them?

Hon. Mr, Howe: No, they are not leased to them they simply manage the
property for a fee; it is a contract, that is what it amounts to.

Mr. Jackman: The fee is based on cost, is that it?

Hon. Mr. Howe: Yes.

Mr. Hazex: How long has that been in operation?

Hon. Mr. Howe: For three years perhaps.

Mr. Hazen: Is that based on each year’s operation?

Hon. Mr. Howe: It is difficult to make a cut-off each year because the
contracts overlap, but we think we are doing a very good job and getting served
at very reasonable cost.

Mr. Hazen: Have you any figures?

Hon. Mr. Howe: I could have. They-are not under investigation by
this committee whose reference pertains to Trans-Canada Air Lines. I would
be very glad to furnish them before the War Expenditures or any other com-
mittee having the right to deal with the matter. '

Mr. Hargngess: Are they the people at the present time who are turning
out these DC-3’s which are coming into operation?

Mr. SymiNroN: They are converting them.

Mr. HarknEss: The Canadair people are doing that?

Mr. SYMINGTON: Yes.

Mr. GaBsox: On a contract basis?

Mr. SymingToN: On a contract basis. They are converting about eighty-
seven planes for almost every country in the world. Twenty-four for us, and
putting in special equipment necessary to our operation, and they are completing
contracts for aeroplanes for Sweden, Switzerland, and countries all over the
world.

. Mr. Gisson: For a definite sum of money?

Mr. SymingToN: Yes.

Mr. HargNEss: How much do these planes cost, the DC-3’s, from Canadair?

Mr. SyminegroN: The DC-3’s from Canadair cost us complete $150,000;
* that includes, of course, the original purchase price of the plane plus special
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seating in our case, plus certain safety devices that we insist on putting in.
I imagine that our cost may be a little more than the other man’s but not
much more.

Mr. Harrness: I have heard criticism of these DC-3’s that they are
already obsolete equipment in so far as United States lines are concerned, and
the question is raised whether it is good business on the part of T.C.A. to more
or less take DC-3’s at the present time; what is your opinion as to that?

Mr. SymiNeToN: My opinion about that is, that if anybody tells you that,
tell them that the DC-3 is still the finest two-engine plane in the world, without
any question. Now, it is quite true that there will be better two-engine planes.
There are to-day coming out of the factories better performance two-engine
planes than the DC-3 for specific purposes. The American air lines, for
instance, one American air line has bought I think forty or fifty Martin 202’s.
The Martin 202 is a plane which will give remarkable service for a range of
five hundred miles or thereabouts. We cannot run it in Canada at all because
we have to have a range of 1,500 miles, so it is not available for use in Canada.
There are two other planes which are now on the drawing board, or beyond
the drawing board stage, which are being considered by American air lines
for their local use; but, as I say, none of them—they have all been up to see
us and we have gone very thoroughly into it with them. We have told them of
our requirements and specifications and they have made an effort to see if
they could live up to them; but, of course, they cannot without completely
changing their standards; so these planes are not available to Canada in any
practical sense whatsoever. But it will be in my judgment two or three years
before you will see any considerable improvement in the art of reciprocating
engines. The DC-3 is just about as good a plane as you would get any place,-
in fact it is a marvellous plane for performance. When we get into these jets,
that is another question. I am hopeful about that, but the plane to-day used
in Canada must have a pay load, and must have a range and must be able
to get over the Rocky Mountains with one engine failing, and that is a hard
thing to find.

Mr. NicaoLsoN: Mr. Chairman, before we adjourned at noon we were
discussing the projected extension of the service between Toronto and Winnipeg,
and the return service from Winnipeg to Edmonton via Saskatoon, also Edmonton
and Vancouver.

Mr. SymineToN: The first part, Mr. Nicholson, we expect will be ready.
They are now working on the field at Saskatoon, that is what is holding us up.
That is not our business although we do co-operate with the department in
every way. When that field is built it will be put immediately into operation.

Mr. NicuoLsoN: Will that serviee be operating in 19462

Mr. SymingroN: I would certainly say so; yes, we expect so, without any
doubt. I cannot answer for that because there may be labour conditions and
material conditions and so on, but as far as I am concerned we are ready, and
we believe that the field will be ready, although that is a departmental matter.
With respect to Edmonton and Vancouver, we have studied and are contem-
plating some change in our route. Calgary is a very important city; we feel that
they are not on the main line of Trans-Canada.

Mr. Jackmax: Hear, hear!

Mr. SymingroN: And the same time our whole machinery is laid out on the
southern route. It costs a lot of money to change. We are, however, con-

. templating when we get the planes; and this, I think, will be one of the early

moves. We propose to run one trip from eastern Canada each way to Calgary
direct, where it will connect with a plane from Calgary to Vancouver; and coming
back the same way, so that of all the four transcontinentals across, one of them
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each way will be direct through Calgary. Each service will join the line from
Calgary to Vancouver and Vancouver to Edmonton. We will transshxp.at
Calgary. In other words, we are trying to keep our planes in the air and give
service by really, what may be called a series, to some extent, of locals,
originating business from Calgary. They would not have to take the chance
of going to Lethbridge and being held up there, but would select the str-aigl}t
way east or west; and the same way going. The rest will go by the regular main
line, by Lethbridge. That is not final; you have got to keep these things elastie.
You must, try things out by trial and error. You cannot make any money unless
you keep your planes in the air. In a particular system like ours, where you must
have your maintenance points in order to take care of your planes, you must
do a good deal of figuring; so we are trying things out here and trying things
out there. ;

Mr. NicuoLson: Then you will have a direct service?
Mr. SymixeroN: Quite so.
Mr. HarkNEss: Did you not say you were not planning on a direct route?

Mr. Symineron: Noj; it goes from Edmonton to Calgary and to Vancouver.
We are coming to Calgary from Edmonton so that, in Edmonton, a passenger
who wants to go to Vancouver, just the same as a Calgary man will take that
particular flight which goes through to Vancouver instead of getting off at
Lethbridge and taking his chance.

Mr. NicHOLSON: But your map does not show the direct route from Calgary
to Vancouver?

Mr. Symineron: Noj; it really strikes the pass down near Cowley, and goes
through the same pass. The ranges and all those expensive installations are all
there. It may work out so well that two, or four, or an extra one will be put on;
but that is what we are starting with.

Mr. NicHoLsoN: Have you had many requests to include Charlottetown in
in the T.C.A. service?

Mr. Symingron: No.
Mr. NicuousoN: You do have a flight passing over there, I know.
Mr. SymiNeTOoN: Yes, but they seem very happy.

Mr. NicuoLsoN: Then they do not mind being left out of Canada, so far
as the T.C.A. is concerned?.

Mr. Symineron: I do not know that; but we have had no pressure on it,

so far as I am concerned. They are getting on very well and they are getting
a very_good service.

Mr. McLure: I would like to ask a question: in the maritimes we have a
local airways company known as the Maritimes Central Airways, which is
giving an excellent service both for passengers and mail. My question is this:
_ will the T.C.A. become, at any time in the near future, a competitor of our local
airways? Or, is there co-operation existing between them at the present time.

Mr. SymingToN: So far as my answer to that is concerned, Mr. McLure,
we are co-operating entirely with the Maritime Central at the moment. What the
future will be in five, ten, or fifteen years, I would not attempt either to prophesy
or endeavour to suggest, or to bind somebody who may succeed me, or the
government, or anybody else; but our relations at the moment are entirely one
of co-operation. I imagine that we have been probably of greater service to the
Maritime Central in helping them out than anybody outside would realize.
They are what we consider to be a legitimate and desirable feeder line, and in
that respect I think they are the best in Canada, and they are most likely,

b e it
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geographically, to succeed. We have not the slightest desire to interfere with
them at the moment. That is my own and T.C.As policy; but I do not know
what may happen five years from now.

Mr. Nicuorsox: They do not give as good service as T.C.A. to the people
travelling there. Those people, 1 1magine, would prefer to traval via T.C.A.
The last time I happened to be in Charlottetown, we were rather late; it was
late at night and I wanted a place back to Ottawa; but they could not advise
whether the flight would be going on or not. They closed their office at night
and I had to telephone to Moncton to telephone T.C.A. whether I had better
travel by plane or not. I made train connections at Moneton, but T would imagine
that a local company handling T.C.A. would try to please the public better than
that?

Mr, SyminGrox: They are trying to make money, you know, and all night
services do cost money.

Mr. McLure: Does the Maritime Central Airways have to make a special
contract for the carrying of mail with the T.C.A., or do they make a contract
direct with the postal department here?

Mr. Symingron: With the post office; we have no special contract with
them.

Mr. JackMAN: As far as the maritimes are concerned, if a maritime person
wants to go to Vancouver, would it be- much cheaper and would it be shorter
mileage for him to take the northern route rather than to go down by way of
Toronto?

" Mr. Symixcron: How is that again? ‘
: Mr. JackMmaN: My question is purely theoretical, I think; but if a maritimer
wanted to go to Vancouver, would it be much shorter for him to go by the
northern route rather than to go down via Montreal?

Hon. Mr. Howe: First we will find out if there is a northern route.

Mr. SymineToN: You mean: somebody flying from the maritimes to
Vancouver? '

Mr. Jackman: Yes, instead of going down the southern way, where the
earth is broader, would it be shorter for him to fly up north?

Mr. SymingToN: Yes, it would be shorter, but it would cost you $50,000,000
to lay it out. :
Y Mr. Jackman: The question is purely theoretical, but it seems to me the
rate now being charged is based on a mileage basis, and to go along the southern
route—that is the only practical route at the moment?

Mr. Symingron: Surely you do not suggest that in world air or domestic
air that everybody should be charged upon the great circle route, when there
is not a possible chance of a great cirele run. The maritimes pay five cents a
mile, the same as Torontonians.

Mr. JackmAN: But they probably travel 50 per cent more?

Mr. SymineroN: No, I do not think they do travel any more, or the few
miles more would not amount to anything. I doubt very much if it is anything
more. p

Mr. Mayeank: I would like to ask you about the routes; your projection—
I thought you had exhausted the possibilities of this theory?

Mr. Symingron: Oh' no.

Mr. MayBank: If I may continue this: your projection shows Winnipeg,
Edmonton, and Vancouver; that is, your dotted line projection?

Mr. SYMINGTON: Yes. :
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Mr. Maysank: Now, there are a lot of questions being asked as to which
is the main line, when that projection is through, the one from Winnipeg to
Edmonton, to Vancouver or the one from Winnipeg to Lethbridge to Vancouver.
I do not know if there is very much importance in it, but people are asking
about it? ,

Mr. SymingToN: I do not think there is any importance; I think the answer
would be that they would both be equally main lines.

Mr. MayBaNk: I suppose you would run the frequency on each which the
traffic warrants, and the one with the most traffic would be the more important.
There is no plan of making anything at Edmonton?

Mr. SymingTON: No.

Mr. Maysank: All right.

Mr. Jackman: From the morning session I understood that the cut-off at
Lake Superior—there is no immediate prospect of that going through on account
of the difficulties?

Mr. SyminceToN: Oh yes, there is a possibility of that going through, at least
I sincerely hope so. We have seen the United States people with respect to giving
us facilities.

Mr. JAckmMaN: You mentiored difficulties this morning?

Mr. SymingroN: Giving us facilities so that we may have an alternative
field to land at, in case we have to land between the Soo and Fort William. The
plan called for a landing place on an island in the middle of Lake Superior but it
would be impossible, or very very expensive, and certainly in time it would be
impossible to construect; so that, instead of flying from the Soo that way to Fort
William, we fly a little bit the other way and hit the tip of Michigan peak where,
on United States territory, there is a field if we have to land, that we can land
on if we have to. It requires a radio range in order to permit us to take advantage
of that route. These international matters take a little time; but the
Americans were most receptive, and apparently they are quite willing, not only
that we should use it, but that they should construct the field and put in the
radio range. :

Mr. JackmAN: Then it might all go through this fall?

Mr. Symixgron: I hope so.

Mr. Maysank: It would be an auxiliary route for going over the lakes?

Mr. SymingToN: Yes. 3

Mr. Mayeank: That spot is right at the tip of Michigan?

Mr. SymingToN: It is very close to the tip of Michigan at Houghton.

The CHAIRMAN: Mr. Emmerson, I think you had a question to ask?

Mr. EMmmEeRsoN: I wanted to ask this question; on the subject of traffic from
the maritimes to the Pacific coast; the dotted lines indicate the proposed route,
as I understand it, on this map?

Mr. SymINGTON: Yes.

Mr. EmMersoN: And from Ottawa to North Bay to the Soo and across to
Port Arthur and Fort William, to Winnipeg; that is the proposed route, and I
presume that depends a good deal on your preparing the route and getting your
four-engined planes?

Mr. SymingroN: No, it is not dependent upon four-engined planes.
If you will look at the map, our main line runs from Montreal and goes to
Toronto and then it goes back to North Bay and up around Kapuskasing.
We propose first that the line from Toronto to Winnipeg, instead of going in
all its flights the long way around, will cross the lakes and go to Winnipeg; .
and then, another flight from Montreal, to save distance, will go to Ottawa and
across to North Bay, with one leg going by the Soo to Winnipeg, and another
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leg by Kapuskasing and Armstrong and so on. We discovered in these air
lines that this service which was originally considered probably as an extrava-
gance has now become a practical necessity to these towns which have grown
up to it and around it, and you cannot desert them; so, while we run across the
lakes, we cannot, I do not think, pull out of that northern section completely
- and leave those people without access to the business that they have been
accustomed to. The line you see from Montreal, if we cut out Toronto and go to
Ottawa-North Bay, we will get a considerable distance advantage for that
particular service.

Mr. EMmMERsON: But if the route would be, say, from Moncton to Montreal,
to Ottawa, to North Bay to the Soo across to Winnipeg, that would be your
shortest route, and would be nearer to the great circle?

Mr. Symingron: Quite so.

Mr. EmMErsoN: And that would be a shorter mileage. Now, your through
rate would be based on that mileage, or would it be based on the longest route?

Mr. Symingron: That depends on what the transport board says, for it is
they who fix the rates; but the rates which will be demanded, so far as I am
concerned, will be those which give us an efficient operating cost plus a reason-
able profit. But that is a matter for the independent transport board to decide
what the rates shall be.

Mr. NicuoLsoN: When all these new routes are established, what saving
of time will there be between Toronto and Winnipeg.

Mr. SymingroN: I do not know that I can give you the exact time but
there is 190 miles; that will be an hour or approximately an hour less on the
cross-lakes, and this one saving may amount to three-quarters of an hour—

Mr. JackMAN: In the more finished schedules?

Mr. SymingToN: Yes; and when these things become more flexible so that
you can handle your planes and get them into the air and on to the routes
where the greatest traffic is, that will be the governing factor, because cubic
space in an aeroplane is a very valuable factor. If one route is popular, then it
will get more people than the less popular route.

Mr. Pountor: I presume we are not going to leave the St. Lawrence valley
to one side; it is an old established section of the country and it needs facilities.
At the present time there is an airport at Mont Joli.

Mr. Symingron: Well, Mr. Pouliot, if you will refer to this map you will
find the route to be Montreal Quebec, RlVleI‘e du Loup, Mont Joli, Campbellton,

and it may be to Moncton, Saint John and Halifax. That route is looked upon '

as one of the main line routes of Canada. Riviére du Loup is a large and
growing place. Mont Joli has Rimouski, Matane, and the Gaspe Peninsula to be
fed through it. Campbellton is a growing manufacturmg city. I think that route
relative to the population of the cities of Canada is just as concentrated as any
other; and T am very anxious to see that line put into operatlon just as soon
as facilities are available.

Mr. Pourior: Do you expect to be able to do something about it this year?

; Mr. Symingron: Well, I doubt that, Mr. Pouliot; you see, there is no field
at Riviere du Loup and no field at Campbellton and T do not think it would
pay to run a route until we can stop at the population centres. I am sincerely
hopeful that Mr. Ilsley won’t be too hard with the Estimates with respect to
air fields. That is all T am interested in; but we are ready to go when we
get those planes. We are turning out the personnel and we want to go; so when

- the facilities are ready for us we will be there to operate.

Mr. Pourior: Mr. Howe, did you receive a report on the establishment
of an air field in the vicinity of Riviére du Loup? -
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Hon. Mr. Howe: Well, the report was received and a survey was ordered.
I have not seen the survey yet. Commander Edwards tells me that the survey
is going on at the present time, but the estimate has not been made.

Mr. Pourior: You say that the survey is now being made?

Hon. Mr. Howe: Yes; there was one started last fall, and it was sent back
for more data. A study of the survey indicated that more data were needed.

Mr. Pouvrior: I understood that last fall it was too late to have a final
report?

Hon. Mr. Howe: That is right.

Mr. Pourior: And now I learned that instructions have been given for a
further study?

Hon. Mr. Howe: That is right.

Mr. Pounior: If the report is satisfactory, will you act upon it?

Hon. Mr. Hows: I will present it to my colleagues and hope that they wijll
act on it. All I need to act is money. .

Mr. Pourior: Well, you have some money for that purpose in the estimates?

Hon. Mr. HowE: Just enough to cover the survey. But there will be more
supplementary estimates later and perhaps we can do something about it.

Mr. Jackman: I think it is germane to the T.C.A. to ask Mr. Howe a
preliminary question or two with regard to Canadair: If Canadair does business
for other countries, how do you handle that business?

Hon. Mr. Howe: The operating company has leased certain facilities there
that were not part of the original Vickers plant; certain facilities formerly
occupied by Nordheim; and they are doing work for the various governments
in those plants, under separate arrangements.

Mr. JackmAN: Part of the plant is leased and part of the plant is on a
direct cost plus basis.

Hon. Mr. Howe: That is right.

Mr. Jackman: Is it to be the policy of T.C.A. to have all these major
repairs or reconditioning jobs, such as reconditioning an army plane for passenger
traffic or building new planes, done at Canadair and not in plants like Malton
and elsewhere in the country?

Hon. Mr. Howe: Canadair has an arrangement with Douglas Aircraft, and
these planes all happen to be Douglas planes. That work is concentrated at
Canadair, but Malton is also doing some work for transport lines.

Mr. SymixgroN: A good deal of work. ;

Hon. Mr. Howe: And will undoubtedly bring out a plane of its own in
another class, which will be interesting.

Mr. Jackman: T.C.A. has no direct relationship with Canadair except
through the government? -

Hon. Mr. Hows: Just the government.

Mr. SymineToN: May I give you some figures I have had drawn with respect
to the actual single fares throughout the United States and Canada? The
average passenger fare for Canada is 5.15 cents a mile. The United States -
average is 4.84 cents plus”.53 cents exchange or 5.37 cents. That is for 1945.

Mr. HArrNEss: That includes short and long hauls?

Mr. Symingron: That includes short and long hauls.

Mr. HarrNess: The type of thing you were talking about this morning in
regard to the fare to Victoria? .

Mr. SymineToN: I think so far as T know the rate is all the same throughout
the United States. I do not think there are any long and short haul fares.
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Mr. Hargness: I had two ideas in mind in the matter of fares. The first
was that it does not seem reasonable that the people of Canada should have to
pay more than the people immediately to the south of us, particularly in view
of the fact that our returns to the individual generally speaking are lower.
Secondly, if the fares on T.C.A. are higher than the lines which, as you say,
compete with you in the northern part of the United States I would think that
it would mean in the course of time when the various restrictions are removed,
particularly as to exchange, and things are more normal, that the American lines
would take most of your business?

Mr. SymingTon: Well, we will not let them. There is no doubt about that.
We will meet it when we have to meet it.

Mr. Harkness: Then at the present time what you are doing is more or less
taking what the traffe will bear?

Mr. SymingToN: Not at all. Look at our statement. Is a company whose
mail rate was reduced by over a cent trying to charge what the traffic will bear?
We are working for a public company. We were a government company. There
was no advantage to us.

Mr. HarkNEss: From what 1 can make out your mail rate as well compared
with the large trancontinental United States air lines is several times higher than
theirs is? :

"Mr. Symingron: Oh, perfectly true, but I should like to show you diagrams
of the mail carriage by those people and the distance carried. Although they are
ten to twelve times as big they are carrying thirty times the mail we are.

Mr. HarxNEss: Your mail rate works out at 1-5 mills per pound mile
whereas theirs is only -33 mills per pound mile?

Mr. SymingroN: That is on the main lines, perfectly true, but some of them
instead of being 1-5 are 5-5, 6-5, 4:3. We cannot compare with the three big
main line operators who have the 4-5 rate. We cannot do it.

Mr. Harkngss: I would think that those would be the people whom you
should compare with?

Mr. SymingroN: Then, I am sorry, but you would have to look into the
conditions of operating, and you would see, for instance, that our total pound
miles performed was 3,000,000,000 whereas in the United States it was
101,655,000,000 pound miles performed. Volume traffic is of the greatest
importance, and being able to load and unload as you go along instead of carry-
ing great distances is of double that importance. You may as well recognize that
there is not any possibility, unless Canada grows very materially and settles
her intermediate areas, of any air line ever being able to carry mail as cheaply
as it can be carried under conditions in the United States. You just cannot do
it. If you give me the $1.500,000 I would have earned but for restrictions upon
my operations, yes, I will beat them every time. That is, T.C.A. will, but you
cannot do it. You cannot fight nature, geography, population and everything
else. If you could move the middle states up into middle Canada and middle
Canada down into the middle states then you would have an idea of some of
the difficulties and expenses of operation. There is not any use trying to mislead
you. There are the facts, and you cannot get over it.

Mr. Harkness: The main point iz what you said yourself though a few
minutes ago, that you will reduce your fares to the level of the American fares
when you have to. In other words, if you do not do that we are not going to
have any transcontinental air line in Canada? :

Mr. SymiNgroN: I am going to meet it when I have to meet it.

Mr. Harrness: That is the main point T am getting at in the whole fare
matter. It seems to me'that the fares should be more or less comparable.

64666—3
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Mr. SymiNgToN: It depends upon your method of fares. I have given you
figures. As a matter of fact our fares in Canada during 1945 were lower than
the average fare in the United States.

Mr. HarkNEss: You just gave figures that would show the reverse.

Mr. SymingToN: No, I did not. I just gave you figures which showed that
the Canadian fare was 5-15 and the American average fare was 5-37.

Mr. HarrxNEss: You gave 4-84. That is what I put down.

Mr. MayBaxk: That was a different measurement.

Mr. SyminegTon: The average fare in money value todm 18 5-15 cents. The
United States average is 4-84, and you add exchange of -53 cents, making 5-37
cents in equivalent money.

Mr. HargNgss: If the fares are comparable I am satified and very happy
to hear it.

Mr. SymiNgToN: I am not saying they will always stay comparable because
I would sooner give you a poorer picture than an unjustified picture of operating
conditions in this country.

Mr. Hargngss: In connection with the mail matter you were mentioning a
minute ago I cannot quite understand one feature of your report on it. On the
first page of your report you show that the air mail volume declined by 8 per cent
and the air mail pound miles decreased by 11 per cent. Over on the next page
youw show that the return for the carriage of mail was 41-98 cents per plane mile
flown as compared with 42-03 cents in 1944, but above that you show that mail
revenues increased $448 544 or 12 per cent.

Mr. SymincToN: Yes. Let me explain it to you.

Mr. HarknEess: How does that work out? You have got a decrease in rate
and a decrease in miles flown and so forth and yet you get more money.

Mr. SymingToN: I can explain it very easily. Under the original Trans-
Canada Act we were paid by the plane mile =0 that the more miles we flew the
more the Post Office had to pay, whether we carried more or less mail. At the
same time the rate per plane mile was fixed upon the money we had made the
year before deducted from the plane mile rate of the year before so that in 1945
our plane mile rate came down but we added frequencies so that our plane miles
increased, and although we carried less mail we got more money out of it. In
other w-onds, the Post Office made less money on a lesser rate during 1945 than
they did in 1944 because the mail volume had dropped off.

Mr. Gmsson: We got improved service out of it though?

Mr. SymineToN: Yes, but that was the result. That has gone by the board.
We are now on a pound mile basis.

Mr. Pourior: The figures are in the report, too?

Mr. SymingToN: Yes. You have got to understand it. I quite agree with
you. It looked like a Philadelphia lawyer.

Hon. Mr. Howr: We are now on a pound mile rate, you see.

Mr. McCurrocH:* Does that rate of 5-15 take into consideration the 15
per cent?

Mr. SymingToN: No, I think not—oh, yes, it does.

Mr. Hazex: In connection with the transatlantic air service has an agree-
ment been entered into with the government of Great Britain to allow you to
land passengers and cargo there?

Mr. SymingroN: Yes. This is not between Trans-Canada and the govern-
ment of Great Britain. It is a matter between governments, and I do not

know that I am the proper person to answer that other than I can say we had
a meeting at which I was present as the government representative with the
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minister at Bermuda where we made an agreement. Certain factors in that
agreement, were subject to confirmation of some of the southern islands, and
the result is that the complete agreement has not yet been signed, but for three
and a half years Britain has been run‘hmor to Canada and we have been run-
ning to Britain.

Hon. Mr. Howe: I think the north Atlantic agreement was signed at
Bermuda.

. Hazen: It is only under a temporary agreement that you have been
running back and forth for the last few years?

Mr. SymingToN: Yes, but we have made an actual civilian air agreement
now covering trips between Great Britain and Canada, and Canada and Great
Britain.

Mr. Hazen: Are you operating now for the Canadian government this
transatlantic air service or are you operating now as T.C.A.?

Mr. SymiNeTOoN: We are operating the government service still.

Mr. Hazex: Do you expect soon to operate as T.C.A. on the Atlantic?

Mr. SymINGTON: As soon as we get planes which are built or made or
used for that purpose. We are operating this service under an agreement with
the department, and we are increasing it. We now have five services a week
and we expect at the first of June to have seven services a week. That will be
the completion of that service until we get our new planes.

Mr. JackmAaN: I can only take from your suggestion that the present
planes are good enough for the government but not good enough for T.C.A?

Mr. SyminegroN: Oh no, not at all. These planes were military planes.
We are running them in competition ‘with American planes that carry 40, 50
and 60 people while these planes will only carry 10. They were military engines
which had many disadvantages, and it i, I think, to the extreme credit of the
engineers of the organization that there is a service which even to-day in
regularity ‘exceeds the service of any air line crossing the North Atlantic. When
you come to operate a 10-passenger plane in competltlon with a 40- or 50-pas-
senger plane of course you are up against tough going. Much to my surprise
we are actually at least breaking even on the operation. That is the arrange-
ment. If we make any more it is written off against cost of the planes. The
planes were planes which were built for war purposes, and that is the situation.
When we get our own planes which we hope will be commercmlly effective why
then it Wlll switeh to a T.C.A. operation.

Mr. JackmaN: They are not good enough to carry your flag so far?

Mr. SymineToN: I would not say that. I would say they are good enough
to carry our flag, but I do not think it would be wise, and I know of no private
line that would think of being willing to do it and maintain service with planes
of that character, because they were not built for the purpose. We are 'using
up planes that were built for military purposes. We have spent a great deal
of money fixing engines, fixing power plants, fixing signals, and have done a
really remarkable job on them.

Hon. Mr. Howr: It is still the best service across the Atlantic.

Mr. SyminGgroN: And to-day we are getting a good deal of traffic and could
get more if we could accommodate them, English people who have travelled
both ways and who want to travel on our line although we are only running
a military plane. N

Mr. NicuoLsoN: How many planes have you in your fleet at the present
time? :
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Mr. SymingroN: We will have six planes. There is one just coming out
from conversion at Malton. When we get that we are going to run seven
flights.

Mr. NicHoLsoN: Your report mentions that you have three flights.

Mr. SymingToN: But that is 1945.

Mr. NicuoLsoN: When you had three flights a week you still had! six
planes. Can you give seven flights?

Mr. SymingToN:  We are getting one more, just six.

Mr. NicuoLsoN: You can give daily service with that number?

Mr. SymiNeTON: Yes, daily service.

Mr. Jackman: You are booked to capacity on these transatlantic flights?

Mr. SymingroN: We are booked to capacity now, but we were not booked
to capacity going eastbound for some time before we took over under the last
arrangement. Nobody in Canada would go over because they never knew when
they would get back. We had to make an arrangement whereby we reserved
a certain number of seats for people who wanted to travel from Canada and
we said, “We will reserve you your return fare.” If they had waited their
order in England they would never get back so that they would not go. Now
we are running capacity both ways.

Mr. Jackman: There are no priorities now?

Mr. SymingroN: No priorities.

Mr. NicHoLsoN: When you get your new planes what will happen to the
fares? If you are breaking even now it would seem that you could bring down
your costs when you have your new planes?

Mr. Symingron: That again is not quite as apparent as it seems. We
would not operate at the present rate with our present planes if it were not
for the competitive situation because we are entitled to make some money out
of that operation. When we get our own planes they will be in operation in
the most competitive situation that will exist in the international air world,
which will be across the North Atlantic. We will be in full competition with
the three largest American air lines, with Air France, with K.L .M., which was
the most efficient line prior to the war, with Sweden, with Belgium. They are
putting in a line. B.O.A.C. are putting in a line, all with big planes, and all
with many frequencies, so that the competition on the North Atlantic is going
to be just as severe as anything that you can conceive of. It is only the efficient
that will survive.

Mr. NicuorsoN: You are hoping that T.C.A. will survive in the race?

Mr. Symineron: We have got to take our chances.

Mr. Hazen: What about the feeder lines in the west? If I remember
correctly last year an act was passed providing that no company engaged
in any other form of transportation could operate an air line. Does the
Canadian Pacific Air Line still operate there and connect with your lines?

Mr. SymingroN: Canadian Pacific Air Line under that name—I do not
know. :

Mr. Hazex: I am not sure if that is the right name.

Mr. SymingroN: They or their subsidiary companies do operate lines
which connect with our lines. I did not know there was any statute which
had ‘provided that. I think it was announced that the government had some
intention, and then I saw by the press that the decision on the matter had been
postponed a year, or something of that kind.

Mr. Hazex: Perhaps the minister could tell us if an act was passed.
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Hon. Mr. Howe: No, there is no act.

Mr. Hazen: Was there not an act passed providing that no company
engaged in any other form of transportation could carry on an air line?

Hon. Mr. Howe: There was an extension of it, I think; an amendment.

Mr. Hazen: Did it not provide that it was to come into force within a year?

Hon. Mr. Howe: Yes, except that it had a saving clause that it might be
extended by order in council. It had to be extended for several reasons;
one was that there was no new equipment, and no new company to take it over.

Mr. Hazen: For how long was it extended?

Hon. Mr. Howe: One year.

Mr. HargNEss: In connection with these new four-engine planes you are
getting built at Canadair at the present time, you mentioned that they were
what is known as the DC-6; in reading your report this morning I think you
called them the DCM-4.

Mr. SymingroN: DC-4-M.

* Mr. Harg~NEss: Was it the same plane about which you were speaking?

Mr. SymingroN: It is the same plane; but what happened was this,
that the original four-engine plane was called the DC-4. Tt was just completed
before the war but the bugs had not been taken out of it and it was on the
experimental list. In the course of the war the DC-4 was taken as the best
transport basic model and was changed into what became the military version,
C-54. The military version, the C-54, continued.on down, C-54—A, B, C, D, E,
and F, if I remember rightly, chiefly by improvements arising out of experience.
When the Dominion Government made their arrangement with the Douglas
people to build a plane here based upon their models to that date it was not
the DC-4 original, it was the DC-4 as it had arrived at the C-54E stage.
Then, with the progress of the art Douglas proposed building a bigger and
perhaps a better plane, I don’t know, which he called the DC-6. Now, the
Canadian version of the C-54E, the development of the DC-4 at that time,
compared with the DC-4M, which was the Canadian version of the DC-4.
Then we changed that plane by using the inline liquid cooled engine as opposed
to the reciprocating. :

Mr. HargnEess: That is the Merlin?

Mr. SymingToN: It is an air-cooled engine.

Mr. HargNEss: That is the British Merlin?

Mr. SymingroN: It is a development of the British Merlin. It is an engine
developed by Rolls Royce and ourselves as the result of our experience over the
ocean in the last few years, because there was no American engine which could
meet our requirements which we felt necessary to take the plane we required
over the North Atlantic. Then the DC-6 incorporated pressurizing, and certain
changes in the wing loadings with fuel was readopted into our version, and it
became partly a'DC-6, and we talked about it as a competitive model of the
DC-6. *And I must take the responsibility for having it referred to as a DC-6
in the report. Subsequently I received a letter from Mr. Douglas stating that
he would have his DC-6 completed about the same time as we would be com-
pleting our DC-4-M, and he called our attention to the fact that as he was
starting a very big publicity campaign, demonstrations and everything else, that
our plane while containing pieces of the DC-6 was not in fact the DC-6; at that
time it was quite different, but he thought he was justified in asking that we not
call our plane the DC-6; that is the reason I made the correction.

Mr. Harrnmss: I understand. Thank you. Yet, in connection with these
planes, you say you cannot tell us what they are costing at Canadair?
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Mr. SymineTon: I cannot tell you that yet. *
Mr. HargNEss: Haven’t you a contract?
Mr. SymineroN: We haven’t a contract, no.

Hon. Mr. Howe: They are being built in a government plant at government
expense. We do not know what they are doing to cost.

Mr. HarxnEss: Is the T.C.A. going to pay for them, or the government?

Hon. Mr. Howe: The T.C.A. will have to pay for them, but we do not know
what we will have to charge them yet.

Mr. Gison: They are taking an awful chance.

Mr. SymiNeron: That is true. There is another thing I would like to point
out, that the T.C.A. personnel are the most highly trained personnel in Canada,
and although the planes are being built there we have spent a lot of money with
our men in there assisting in the building of these planes because our experience
during the war and after the war has been—and the experience of every other
country too—that they do not want to have to rely upon another country for
their planes; and may I say that I am glad to see that the minister takes the same
view, or put it vice-versa; but we were prepared to perhaps be subject to some
criticism in perhaps being a little behind the U.S. lines; more so than would have
‘been the case had we gone out and bought new planes there. It would have been
so easy, and I would have been happy to have gone out and been able to buy
planes, it would have saved me a lot of headaches as compared to what was
involved in the setting up of this new air industry in this country. But I am
perfectly satisfied that we are doing well, and I am perfectly satisfied that the
planes that will be built will be better suited for Canadian requirements than
any planes that we could buy from anywhere else.

Mr. GisonN: You say that the planes are being built there to help develop
a Canadian air industry; does that plant actually make parts, or is it what you
might call an assembly plant?

Mr. SymingroN: No, they make them; jigs and dies, rejigged and re-died.
The whole question about the cost of air plants is that it is your first plane which
costs you the most, and that your ultimate cost depends on how many you can
divide the engineering cost into. This is not an assembly plant, it is a construe-
tion, a production plant having its own jigs, dies and tools and so on. °

Mr. MayBaNk: What about the engines?

Mr. SymingroN: The engines, the power plant, is made on Canadian plans
by Rolls Royce in England. Whether they will start a plant out here or not, I
could not say at the moment. They are more interested, or just as much
interested in design as anybody else is. They see their chance because theirs
.is the only part of the air construction industry in England that up to the
moment has stood up; and, needless to say, they are very, very anxious that
these planes be a success and have co-operated to the fullest extent with us in
every way. 4

Mr. Jackman; When you say stood up, do you mean they have done best
with the developments?

Mr. SymingToN: They can possibly compete with the American planes.

Mr. Jackman: That is because they specialized in fighter aircraft.

Mr. SymingToN: I am not going to give any reason; but I can recall with
some satisfaction that they tried to force us, or suggested that we agree that
we use only English built planes. When we went into the subject we told them
we could not do it. When we were finished with them they came to the conclu-
sion themselves that their planes were not adequate and could not compete with
the American type of plane. Outside of ourselves I do not know of any country
in the world that is not buying American planes.
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Mr. HArgNESs: As a matter of fact, I heard reports that Canadair brought
_in about fifty carloads of surplus American DC-4 parts out of which these planes |,
“were being developed and constructed.

Mr. Symingron: Well, don’t you believe everything you hear.

Mr. JackMAN: That is the reason we have a committee like this.

Mr. Hargxess: I don’t believe everything I hear, but I believe there must
have been some basis in fact for that report.

Mr. SymineToN: There is no use of our disagreeing on that. Certainly we
bought a very, very large supply of parts and a lot of spare parts for the C-54,
or the C-54-E, but they were not bought by Canadair as parts for assembly but
rather on a scrap basis.

Mr. HargnEess: That is what I understood.

Mr. SymingToN: Because it is from them that they make their jigs, dies and
tools, and it is with them that they did the experimenting so as to get better
features, to improve the plane. What you want to do, and I suggest this to the
committee, is to come down to Montreal and I will be very happy to take you
out there and take you through the plant so you can see the jigs, dies, tools, and
see the plane, the whole plane being constructed.

Hon. Mr. Howe: When you have eight thousand people - working in a
civilian plant, that is something you never expected to see in the aeroplane
industry.

Mr. HarkNEss: Might I finish this, please? It was partly due to reports
of this kind, when I heard this story about this large amount of material
bought at scrap prices—ten cents a pound is the figure I got—that I wondered
what the price would be to T.C.A., what they would have to pay for these
planes.

Mr. SymineroN: They were not bought for the purpose of using them in
the planes; they were bought largely for the purpose of moulding, or using
them to mould, the jigs, dies, tools, into what they required according to our
specifications for the plans as we drew them up.

Mr. MayBaNK: Arising out of that, Mr. Chairman, it would not be a bad
idea if this committee, or a group of members of the House, or the members
of some other committee, could find time to go into that plant and look at
something of that sort for themselves; an informal meeting having nothing to do
with the report or anything like that, but if we could take that in, if a trip of
that kind could be arranged, it would be a very fine thing.

The CuamrMAN: I would be glad to do that, but Canadair does not come
under our reference.

Mr. Symineron: I would be glad to arrange that.

Mr. Hazen: Do T.C.A. convert these planes?

Mr. SymingTON: Yes.

Mr. JackMAN: How many planes are you having made at this Canadair
plant now; how many planes are being built there for you?

Hon. Mr. Howe: I do not think the number has been set. T think they are
working on a tentative order of twenty, which will not be enough.

Mr. JackMAN: But you have no idea of the cost?

Hon. Mr. Howr: The air force also has a contract in for a military type

of plane, a four-engine type, and Canadair is loaded with all the work they
can do for a while.

Mr. SymingroN: Numbers of course will count. Many people are looking
at them right now. Were they completed, right now we could sell, if we were
-permitted to, a large number. Don’t make any mistake, this is a real plane.
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Mr. JackMAN: It is a new plane? A new design?

Mr. Symingron: Yes. The theory is that it is a combination of the best
» basic fuselage known and the best power plant known; it may not work out.
If it does not I will have to jump into the ocean; but at any rate, we thmk
it is a good plane.

Hon. Mr. Howe: If this committee want to make a contribution, we are
looking for a good name for the plane, it is a four-engine plane, a Canadian
type. If anybody can suggest a name that we accept we will give them a prize.

Mr. MayBank: You want a new name for this plane?

Hon. Mr. Howg: Yes.

The CrAlRMAN: Is there anything else, gentlemen?

Mr. JackmaN: But you have no real idea of what the cost of these twenty
planes will be?

Mr. SymincToN: We have estimates, yes. Our people have estimates, but I
have no real knowledge; but as I say, Mr. Jackman, whatever the cost of the
plane is it makes a difference whether you divide it by twenty, or fifty, or one
hundred. _

Mr. JackmaN: I realize that.

Mr. Symingron: Depending on how many planes the R.C.A.F. used, and
how many planes T.C.A. used, and how many planes Australia used and how
many we can sell to other countries.

Mr. JackmaN: But if these other countries have tariff rates against the
importation of them, we won’t be able to sell many of them?

Mr. Symingron: I think the air industry in Canada is to be commended.

Mr. Jackman: I have a clipping here from an American journal, which
says:—

Donald W. Douglas, head of the company which built thousands of
transports and bombers during the war, has just declared that it now
takes ‘many millions’ of dollars to develop a new airplane, whereas
before the war it took only several hundred thousand.

So I am rather concerned with how much these planes cost you.

Mr. SymiNGTON: Some planes cost a great deal of money and some cost
relatively little money. The Constellation plane which is the popular plane
today and which, in my humble judgment, will not be as good a plane as
ours, I am told cost $80,000,000 to build the first one. But we were wiser than
that because we hooked up with another company who had spent many millions
in developing the DC-4 and then the C-54, from which we went on to our own
changes, ourselves; so the situation is not comparable at all and it won’t be; the
cost won’t be anything, I hope, remotely approaching any such figure.

Mr. JackMAN: In connection with power plants, you mentioned that you
were using a special type of Rolls-Royce engine. Now, we observed in one of
the War Assets Corporation advertisements the other day that they were selling
Rolls-Royce engines of high power at very nominal prices. I understand that
some foreign countries have bought such planes in Canada for commercial use
because those planes are not licensable under our aviation authority here. Were
instructions given to T.C.A. about acquiring any of those new Rolls-Royce
engines?

Mr. SymingroN: It would be simply ridiculous to suggest using them. I
would not kill people with them in the service on the north Atlantic. You do
not understand the difficulties of the situation. That is the toughest route in
the world and nobody has flown it with the success that we have had.

Mr. JACKMAN: Well our boys used them on long bombing raids?

|



Ty

RAILWAYS AND SHIPPING 243

Mr. Syminagron: That was the trouble. The engine was built for a dash and’
a crash; it was not built for five years of daily slugging it out across the ocean.
It is impossible now to use those engines; it would be utterly impossible to fly
them 3,000 miles, going up to 25,000 feet to be safe, when those planes could
not go above 6,000.

Mr. JackMAN: 6,000 feet?

Mr. SymineTon: Yes, across that ocean. Of course they could not.

Mr. JackmMAN: And yet they made marvelous record during the war?

Mr. SymingToN: Yes; they would dash from England to Germany and back,
but they never crossed the ocean.

Mr. Jackman: Well, then, what are they dding on this side of the Atlantic?

Mr. Symingron: Oh, they were flown from one island to another in order
to get them across the ocean; they were never flown directly across. These
ships which were flown directly across were the big American ships with the
American engines.

Mr. Jackman: Those Rolls-Royee engmee were not as good as the American
engines?

Mr. Syminaron: The Rolls-Royce engines were all right for night bombing
and they had plenty of speed and carrying capacity, but they were not built
to cross the Atlantic Ocean.

Ry Hon. Mr. Howe: This discussion is out of order because we are not buying
em.

Mr. Jackman: No, but you are buying Rolls-Royce engines, and that is a
question which naturally comes to the mind of the layman. .

Mr. SymincTon: We are buying a completely developed Rolls-Royce engine.

Mr. JackmAN: At the bottom of page 1 of your report you say:—

Where action lay beyond the jurisdiction of the Air Line, recom-
mendations were made to the appropriate authorities.
What are you referring to there?

Mr. SymineTon: I was referring to the Depattment of Transport, because
we have to have air fields and ‘communications. If we had to do with the
United States, we did it with them. We had to have facilities in our running
of the air lines and we could not do it ourselves.

Mr. JackmaN: You simply made application?

Mr. Symingron: Nobody is anxious to spend money these days: even our
Department 'of Transport is pretty tough.

Mr. HargNuss: You told us a little while ago what the cost of those

- DC-4M’s would be?

Hon. Mr. Howe: I will tell you after a while what the cost is going to be
for them; so do not ask Mr. Symmgton now what, the cost will be because he
does not know.

Mr. HargNess: 1 think it would be of some considerable interest to the
committee to know what the proposed cost of, these planes is going to be.

Mr. SymingTon: I cannot tell you that.

Mr. GmsonN: I do not think you should have to subsidize the aireraft
industry in Canada and charge it up to your operating expenses.

Mr. SymingToN: I propose to find out about that.

Mr. HarkNEss: In view of the faet that Canadair has not had to bear a.,
of the initial cost of developing the planes which you say is of a tremendous
advantage, should you not get planes at a relatively fair price? I was
wondering what that price might be?
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Mr. SymingroN: I did not say that they had not done experimental work;
what I said was that they had an advantage with respect to preliminary work
and with respect to certain plans, basic plans upon which we had improved but
which did require experimental work and a great deal of skill in the making
of parts and the making of jigs and tools, but it is nothing like it would have
been had we started ourselves from the bottom. .

Mr. HargNESS: So you should be able to get a plane at a reasonable price?

Mr. SymincToN: I sincerely hope that we do.

Mr. Hazex: How many planes did you buy in 1945 that you paid for, and
what did you pay for each of them?

Mr. SymingToN: We bought twenty-four.

Hon. Mr. Howe: Dakotas.

Mr. Syminaron: C 47’s or Dakota’s which were a cargo version of D.C.3.

Mr. Hazen: Were they new planes?

Mr. SymingToN: No, not new planes, We turned them over to Canadair,
and the first one, the first three that we did, on our own cost plus basis—
if my recollection serves me—they cost us about.$120,000 for conversion.

Mr. Jackman: Each?

Mr. SymineroN: Each, for the three new planes of the twenty-one for
which we paid $20,000 each. We have a contract for most of the work, plus
work we are going to do ourselves on them with respect to safety devices and
some other things; and the cost to us will be about $150,000 a plane.

The CrAIRMAN: Are there any other questions, gentlemen?

Mr. Jackmax: In acquiring those planes, was there something put into the
budget of the company in order to acquire more eapital stock?

Mr. Symingron: Up to the moment we have taken up only $4,600,000.
We have reached a stage where our.authorized capital is $25,000,000; but as we
need the money, we will call upon them to buy the stoek, to provide it.

Mr. JackmAN: You have the issue in request so far?

Mr. SymingroN: We have issued a request for the $400,000 to bring it
up to the original $5,000,000; but we will go far beyond that, of course.

Mr. Jackman: As a good merchandiser, I suppose you have an idea of
why the air mail has fallen off?

Mr. SymineToN: It is largely because there is no military air mail; that is
the main reason. The greatest proportion of the mail that we were carrying
was really service mail to the soldiers. We were carrying all sorts of things,
packages and so on. Everybody was writing letters every day to soldiers and
they in turn were writing them home. But all that has gone.

Mr, JackmaN: Is the present rate on airborne air mail volume considered
high?

Mr. SymiNgToN: No, I do not think it is; it is not so in the States, and
I do not think it is here. We are undertaking an advertising campaign to try
to popularize air mail, now that we are getting the service and of a sufficient
frequency that they can be assured of getting what they pay for.

Mr. Jackman: Is the air mail rate the same in the States as it is in Canada?

Mr. SymingTon: It is one cent more.

Mr. Jackman: I notice that you say that additional space was obtained
in the ramp building at La Guardia airpert. How do we find the United States
treatment of our passengers with regard to customs and immigration?

Mr. Symingron: We found it very difficult at first, but we think it is
gradually working out and improving. I think there is very little to complain
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about now. These things take time; but once you work through the various
departments, I think it is working quite satisfactorily. We had too little space
at La Guardia airport, but we managed to get some further accommodation.
There were many complaints about the situation there, and I could not blame
the patrons at all. There are now relatively few complaints.

Mr. JackmaN: There are some statistics in regard to air transport
. companies which I have seen but which I do not recall right now. I think
they dealt with the number of employees per plane flown, in order to measure
one line against another. Are you familiar with a common measuring rod or
rule of some as between lines, referring to the number of employees?

Mr. SymineroN: I should think that the per plane mile, or per revenue
mile, would be the real test.

Mr. Jackman: Have you got any comparative figures in regard to T.C.A.
as to whether you have too many personnel or too few?

Mr. SymineroN: I have figures that we got at the conference in New York
when we were considering rates; and as I explained, our direct costs were
higher but our indirect costs lower; but in the aggregate there was very little
difference.

Mr. Jackman: I saw some figures from American lines not very long
ago showing the number of employees per unit of operation.

Hon. Mr. Howe: It is not a very scientific unit, because an extra flight
would require very little extra personnel.

Mr. SymineToN: I would say that ours was very much lower, because
of the tremendous indirect overheads they have over there. They go to great
extremes and great expense in their traffic arrangements, their advertising and
their public relations, and their giving people this and that. I am filled up with
gold pens and pencils from American air lines; but they were taking it off
their taxes. They were giving away clocks and everything else. That is my real
recompense in this job, receiving the presents that I get from American air
lines.

Mr. HarkNEess: I brought up the question last year as to the amount of
staff which T.C.A. employed as compared to C.P.A.,, and I got a few figures
which are for the month of August last year. I cannot guarantee their accuracy,
but C.P.A. carried 15,000 passengers while T.C.A. carried 19,000. C.P.A.
required a staff of 1,002, while T.C.A. had a staff of 3,006.

Mr. Symingron: I think I answered you at that time.

Mr. Hargness: C.P.As total traffic expense was $11,000, while T.C.A.’s
was $42,000. T.C.A. flew 5,836 revenue hours, while C.P.A. flew 4,984, only
some 900 less. That seems a terrific disparity?

Mr. SymineToN: We carry passengers in a high state of comfort while they
haul cows and machinery and goodness knows what not up to the north-west;
so you cannot compare the two at all. The C.P. Air Lines are at present
engaged in the study of our methods in Winnipeg because they have found that
our methods were very much superior. They have asked permission to study
our methods so that they can revise their operations.

Mr. HargnEess: There seems to be a large disparity in the number of
employees.

Mr. Symineron: Of course, the figures you are using in the miles are
Canadian and the figures of employees include the Trans-Atlantic service and
the B.O.A.C. service, which makes a difference of a thousand or two in the
figures. ' _

~ Mr. Hargness: How do you mean?
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Mr. Symingron: Well, you have taken the mileage figures of Trans-
Canada domestic.

Mr. HargNEss: Yes.

Mr. Symingron: But you have added to our employees all the people
taking care of the Canadian Government planes that fly the Trans-Atlantic,
which is completely T.C.A., and the 900 men that are engaged for the British
government or the B.O.A.C. in maintaining or converting their planes so they
can operate across the North Atlantic.

Mr. HargNEsS: How many men would that take off the T.C.A. total?

Hon. Mr. HOVYE: You are comparing totally different services. If a man
flies into Yellowknife there is no organization there; he is on his own.

Mr. HarkNEss: It is a more difficult service.

Mr. SymineToN: Our domestic service represents 2,350.

Hon. Mr. Howe: The passenger rates are adjusted and everything costs
twice as much on the C.P. Air Lines, yet the profits are no greater.

Mr. SymiNcroN: I might point out too that the majority of their passengers
on any run they have are on the eleven flights between Victoria and Vancouver.

We are carrying a number of passengers an average of 500 or 600 miles, which
makes a difference.

Mr. Jackman: We are pleased to note that you have been able to overcome
the difficulties encountered in retaining R.C.A.F. pilots into civilian pilots.

Mr. SymingToN: I do not know that you want to get on that subject again,
but I want to tell you that we have spent a million dollars on those boys and
they are going to be the finest pilots in the world; but it has taken a lot of time
and money, as I said it would.

Mr. Jackman: Did it take more money than it*would have taken to train
raw recruits?

Mr. SymingroN: I am not going to go into that dlscuzemn Are you trying
to get me into trouble again? You should be more generous.

Mr. JackMAN: If you want to fall into it it is all right. The air force didn’t
take your remarks very kindly.

Mr. SymingTon: If they had been in the committee I think they would not
have taken them unkindly.

The Cuamman: Gentlemen, what about the report? Shall we pass it?

Mr. Jackman: With regard to the T.C.A. line across the Atlantic, you have
had no accidents at all, have you?

Mr. SymingToN: No.

Mr. Moore: I would like to ask one question in connection with employees
of the T.C.A. Do they belong to a union?

Mr. SyMINGTON: Yes.
Mr. Moore: What is the name of the union?

Mr. Syminaron: Well, there is the Canadian Pilots Association and there
is the International Association of Machinists.

Mr. Moore: Do those who work in the hangars and the passenger agents—
you might say the ordinary workers—belong to the union also?

Mr. SymingroN: Not those working in the traffic department—not the white
collar men—hbut the pilots.

Mr. Moore: The staff does not belong to a union?

Mr. Symingron: The staff does not belong to a union; but the machlmsts
and the practical men do and the pilots do.

Mr. Nicaorson: Have you agreements with these different people?

3.7t
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Mr. SymingToN: Yes.
Mr. Jackman: Our pilots are paid very much less than the American pilots
are paid, are they not?

Mr. SymingroN: They do not get very much less now; tfley get some less
now. We were the same a year ago, but the demands upon which they are
striking in the United States, or threatening to strike and the government has

stopped them—there is an arbitration going on—are for a very, very high figure.

The CuArMAN: Is the report O.K., gentlemen? Perhaps you may think I
am too anxious, but we have spent a lot of time on it.

Mr. Jackman: Our post office contract runs for a while longer, does it?
Mr. Symincron: No, the 1st of April—a new contract.
Mr. JackmaN: You have just renegotiated a contract?
Mr. SymineToN: We have just renegotiated a contract.

Hon. Mr. Howr: On the basis of the last amendment to the Trans-Canada
Act made last year.

Mr. Jackmax: Shall I ask some questions as to the terms of the contract?

Mr. SymiNgTon: It is a contract whereby we pay for the first year 1-5 mills
per pound mile and that successively each year declines to 9 mills.

Mr. JackmaN: That is per pound of mail?

Mr. SymingroN: Per pound mile.

Mr. Harkness: How much did it decline a year?

Mr. Syminaron: It declined from 1-5 to 1-4 down to -9 mills.

Mr. Hargness: It declined -1 of a mill every year?

Mr. SymingTon: It declined -2 mills.

Mr. JackmaN: There is no way of relating that to the old method, is there?

Mr. SYMINGTON: Let me get this right because I did ask questions about it
myself. We are paying this year 1-5 mills. Had we paid on the volume of
mail for the first three months under the old contract it would have been 1-76
mills.

Mr. Jackman: How does it compare with the 41-98 cents?

Mr. Symingron: That is it. Had we continued the old agreement for the
first three months this year it would have been 1:76 mills, and the new contract
starts at 15 and goes down to -9.

Mr. JackMAN: You have a firm contract with them now and your over-all
success is no longer a factor in the fixing of the air mail rate?

Mr. Symingron: We are on our own under the firm contract and we are
going to run our own lines.

Mr. JACKMAN: As my friend Mr. Hanson would have said, you are no
longer on the wing of the post office?

Mr. SymineToN: We may have flown on one wing of the post office but the
other was on the public. At any rate we are flying our own line now.

The CuamrMaN: Is that O.K., gentlemen? Now, we have a problem to
solve. It is two minutes to six. Do you want to go into these statements with
the auditors or not? )

Mr. Symingron: They are set out in great detail.

)
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The CuamrmAN: We have asked quite a few questions about them. Can we
adopt the report and auditor’s statement? I will tell you one difficulty we
have; we can get a committee room at 11.30 tomorrow morning for a while.
Now, if you are not content to accept this statement we could sit tonight, but
we have covered quite a lot of ground.

Mr. EmMmERsoN: I move that we adopt both reports.
Mr. McCurrocu: I second the motion.

The CrarmAN: It is moved that we adopt the report as contained in the
book.

Carried.

The CuAlRMAN: Thank you, gentlemen. That is fine. I know that these

gentlemen will appreciate your attitude as much as I do. We will meet again
at the call of the Chair.
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Common Stock Subscribed—
RALSVBRIIE = s nssiin « sbsonin oo B rs s $5,000,000 00
Less Uncalled Subseriptions to Common
217 NG PRI T R e 400,000 00
SURPLUS: 3
Balance at 1st January, 1945........... $1,491.913 13
Surplug for« Year 19406........¢. 00 s 32,772 49 .

178,310 39

$2,335,308 80

1,304,577 75

4,600,000 00

1,524,685 62

T. H. COOPER,
Comptroller.

CERTIFICATE OF AUDITORS

We have examined the books and records of the Trans-Canada Air Lines for the year ended
the 31st December, 1945, and subject to our report to Parliament, we certify that, in our
opinion, the above Balance Sheet is properly drawn up so as to exhibit a true dnd correct
view of the affairs of the Air Lines as at the 31st December, 1945, and that the relative
Income Account for the year ended the 31st December, 1945, is correctly stated.

GEORGE A. TOUCHE & CO.,
Chartered Accountants.

$9,764,5672 17
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INCOME ACCOUNT

Gross Revenue: * 1945 1944
A ARBCRI O T, S o e e I 2 ST s ko e e RS R DY 3 $ 5,462,939 77 $ 4,456,767 45
T R R R ey B T R e e S R BT TR, 4,250,939 06 3,802,395 26
BXDTes oo do i i 307,386 62 326,236 18
Excess Baggage .......... : 53,790 04 50,279 72
Incidental Services—INeb . l. ol lseaioe e usisusnisossssads 437,532 49 556,843 52
PRAY o a5 e b AR S 2 A 3 fe e $10,512,587 98  $ 9,192,522 13

Operating Expenses: 1
Aireraft Operation, Maintenance and Depreciation......... $ 6,032,353 64 $ 5,213,447 62
Ground Operation, Maintenance and Depreciation ......... 3,218,016 52 2,872,546 79
Traffic and General Administration ................ccunn. 954,605 00 813,541 24
R IR G0 i vy v 5 vigw i) o w8 oo BT e s ey b e ol a0 45,296 42 48,852 76
$10,250,271 58 $ 8,948,388 41
Interest Thncome—=Credif tuv.... i veiitdiciis JunBiesviinein 29,620 6} 19,160 96
RHethne | CHaTaRn .- 11, N o S i PR o e e R s o 29,164 55 25,885 39
Xnterest ‘on ‘Capital Iavested ... .. luinediciiesio. vosvies 230,000 00 230,000 00
5 R e R M RS SRR [k = S RN, A $10,479,815 49  $ 9,185,112 84
prr ] T S T MR N PSR L B AR e R (S8 $ 32,772 49 § 7,409 29
STATISTICAL DATA
1945 1944
e TR TR T 7 o M e I SRR et A SR (R, O TR e 5,299 5,299
ViBlane "Milen FIowih-ReVOINe: | v, o ive ors i §iaisssoseisnlss e inssnsnesos 10,506,075 9,110,474
Plane Miles Flown with Revenue Mail ......ccoieineneiadonenienasnn 10,127,243 9,046,866
Plane Miles Flown—Non-Revenue .........cociviimecininnneenienns 1,040,152 924,331
Revenue: Passengers Carried .. .....c.cciuuvipdivieeaadsd Tergee WL 183,121 156,884
Percentage of Passenger OCCUPANCY ......ccvivieinirisniinnnneson. 84 84
Average Passenger Journey—Miles .........ciiiiiiiiiiiiiieiieaaen 579 538
Air Mail Carried—Pounds ..........ccovviuunann S S L D 3,429,232 3,739,106
BEpress Caprriod—POmRAB: ¢ oo v s s s s s o o aisois o snos s sies anaiopis ai o 950,323 856,016
Excess Baggage Carried—Pounds :.....ciceiminebionsssonesassonsn. 311,612 261,731
AIRCRAFT OPERATION, MAINTENANCE AND DEPRECIATION

1945 1944
Ay T Y T RSN AU P e SR e PR $1,047,762 32 $ 842,053 25
602 Flying Personnel Supplies and Expenses ................. 182,108 34 118,001 67
002 S eratt Jihgine THEIS 1Lt on i BT c o id b av g e o ol s 1,303,157 34 1,147,161 09
BOR A renalt SHROIIE - OTIE . /i o ws wa s sleve s 59 a8 W s wdr 47,905 10 39,515 42
605 Passenger Supplies and Expenses ... ol TR e 26,710 76 22,754 04
605 Passenger Meals (Aireraft) .......... o 203,860 40 212,871 18
605 Passenger Interrupted Flight Expenses = 53,710 78 42,668 79
0] wllearance Heena: vy . o5 e il eii)s.c Ses b s e 15,995 16 18,567 35
608 Servicing—Labour and Supplies .............cooiiiinunn 607,649 61 561,972 60
GaEET R R s T R SR SR IR s S SR AN S e 702,484 51 642,842 33
6125 Aireraft Propeller: ReDairs . vl iiiom daot i Sovssionsoaoss 30,866 34 44,185 64
613 | Airerafl Instraiment Repairs .. vu i viaeihde iniesvovvenn 62,685 19 2,097 10
SEL A Treratt HNgME REDAITE 2y v tins vondaiahd S ek s sie Lairie 597,935 15 570,084 24
615 Aircraft Communication Equipment Repairs .............. 42,519 55 49,932 73
616 Miscellaneous Flying Equipment/Repairs ................ 36,870 28 28,680 26
617 +Flying Bguipment Insurance .« .......cv.cceesdaveeivein 141,763 00 177,981 25
618 Liability and Compensation Insurance ................... 132,385 73 105,879 83
020 N0ther Flying BXDeNBE o li iy cin s B e b mis ave S s, 5 10,323 74 4,574 39
626 Adrcraft—Depreciatiom' s . . it e abiish 5 e s 4ot 449,270 95 304,230 21
B2 Propeller—Deprectabionie: il i 5 Vb ek s i o _stors 8 0 d 00 5 a0 36,931 70 29,016 17
626 Aircraft Engines—Depreciation ..........ccooviienennnnn.. 276,295 22 223,520 59
627 Aireraft Communication Equipment—Depreciation ........ 22,782 28 23.715 46
628 Miscellaneous Flying Equipment—Depreciation ........... 380 19 1,142 03
$6,032,353 64 $5,213,447 62

PARRIRR P
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GROUND OPERATION, MAINTENANCE AND DEPRECIATION

1945 1944
AR T T i s L s SO SRR AR VN ARG S R $ 368,702 81 $ 315,021 66
632 Airport and Hangar- Employees . ... veeiissicsanmasonns 972,165 65 812,191 97
633 - Communication OPerators < un cowvs s i setmuisions <oiinsesd e 203,427 61 241,530 13
6368 Travelling and Office Expenses .......c.cocvvin.ien. 8 e 440,613 78 385,596 77
637 " Light, Heat, Power Bnd 'Water . ......iisifvencsransiosss 95,811 04 79,718 62
638 Rent of Fields, Buildings and Offices ...c.ovvvvununnean.. 133,506 87 106,383 91
639 Rent and Expense of Motor Vehicles .................. 27.861 74 24 419 43
641 Communication Equipment Repairs ..................... 55,396 36 59,270 29
643 Hangar Equipment Repairs, Supplies and Expenses........ 32,976 37 23,977 28
844" Shop Eguipment Repaifs .t s il isshe dadaened 7,012 35 39,325 80
645 Motor : Vehicles Repairs .«icacciccssinvaiisaie, ety 32,466 48 29,345 89
647 Furniture, Fixtures and Office Equipment Repairs ....... 16,897 42 22,771 86
648 Miscellaneous Ground Equipment Repairs ............... 12,055 08 10.093 69
649 Buildings and Other Improvements Repairs .............. 64,159 37 76,748 47
650 Shop Expenses—Indirect Labour and Material ......... 181,408 89 189,792 83
651 Stores Expense ....... b et o el P T o 114,580 13 103,181 33
652 Stores Expense—Inventory Adjustments ................. 29,776 71 7,138 65
653 Buildings, Material and Ground Equipment Insurance .... 12,403 08 10,826 54
654 Ground Liability and Compensation Insurance ...... TBAVER 28,142 10 27,303 01
8566 Other Ground BEXpenses :.:i.vicsiisitoicsseiisonssssiss 93,611 79 90,576 67
[ T (e o o PR R R S S b et SRSV Sl NN e 115,598 90 121,080 37
660 Depreciation on Ground Faeilities .......cocvviiiiiinan. 118,995 41 110,528 92

$3,218,016 52 $2,872,546 79

TRAFFIC AND GENERAL ADMINISTRATION

1945 1944
681 Salaries -and Wages—Traffic ......ccocceeeniiiiineninins $ 304,202 53 $ 234306 67
682 Travelling and Office Expenses—Traffic ............. 78,738 03 67,922 66
B89 - Penbiof: Trafhin OfI0eS oy . v dis 5.0 inesia ot v s Bical Rl gk o A s e 37,922 00 29,413 25
684 Agency Commissions ......... R oY ol e e e 27,376 64 27,632 28
085 - AQVErCIBINE « |« 5s watsiss <5 sae 2o/ toits Sbivfels s Do vbrae o g &'a 64,197 83 64,285 69
687 Ofther Trafic. FXpenses . idwus bt i e b vl e Baslds 7,232 64 10,286 05
691 RSalaries and Wages—General ......... ..o, 197,142 40 155,851 34
692 Travelling and Office Expenses—General ................. 39,146 04 27,249 66
693 Office Rentals—General ......... o R AT T e BT A 625 50
694 Administration Charges from Affiliated Companies ........ 50,000 00 45,000 00
i T e A PR AL DN L SR G F S Vo S 125,781 92 133,220 14
BOBI TREtTnee =" (s o, csi i sh bk D e i Sl GUIAT o sl 4 1,865 20 1,876 35
698 Other General Administration Expenses ...............u. 20,999 77 15,871 65
$ 954,605 00 $ 813,541 24
GENERAL TAXES fii
809 ::Gefieral " Taxes’ o v s F il SR L TR S SRR R $ 45,296 42 $ 48852 76

TRANS-CANADA AIR LINES
15th. March, 1946.

Tuae HONOURABLE THE MINISTER OF RECONSTRUCTION AND SUPPLY,
OrTawA, CANADA.

-Sir,—Acting under your authority as provided in The Trans-Canada Air
Lines Act, 1937 as amended 1945, we have audited the accounts of the Trans-
Canada Air Lines for the year ended the 31st. December, 1945, and we now
submit our report thereon.

The Air Lines has not been included as a constituent unit of the National
System although 100 per cent stock ownership of the Air Lines is vested in the
Canadian National Railway Company. :

Supplementing our audit certificate appended to the accounts published by
the Air Lines, we make the following comments on the income account and
balance sheet:—
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Income account

The income account reflects the results of air operations in Canada, the
United States and Newfoundland and of agency services rendered mainly to
the Canadian Government Trans-Atlantic Air Service and the British Overseas
Airways Corporation.

Mail revenue is based on the composite rate of 41.98 cents per plane mile
flown in approved mail services in accordance with the Trans-Canada mail
contract, as compared with 42.03 cents in 1944.

The surplus amounting to $32,000 for the year 1945 is summarized here-
under:—

Surplus after making provision for the general expenses of

operation but before interest and depreciation.............. $ 1,167,000
TSI T S G B TR gy ARG e Sl e "R AT T SISO TS 230,000
SEFpIe Do lorod AeHRedIatioN . < -5/ shis = wno P st St s e SR $ 937,000
Less: depreciation ...... Q) ARVRSR N L EE R T S e IR S 905,000

s A g R AR e Wl SR e Lo Lt $ 32,000

- The general expenses of operation largely consisting of wages and materials
include the following items, reference to which may be of interest:— -

(a) Administrative charges by Canadian National Railways;

(b) Rentals of landing fields, hangars and other buildings, airport offices ete;

(c) Personnel training costs;

(d) ]l.\'%ajor overhauls of flying equipment operating on extended service
ife;

(e) Pensions covering
(I) Company’s portion of aceruals under the Air Lines 1943 plan, and
(IT) Company’s portion of aceruals for transferred employees remaining

under the C.N.R. 1935 plan;

(f) Insurance premiums on risks carried both by the insurance fund and
outside underwriters, and

(g) General taxes.

Interest is applied at the fixed rate of 5 per cent on the “Capital Invested”
in accordance with the requirements of the Trans-Canada Air Lines Act, 1937.
For the purposes of the act, the paid-up capital stock is taken as representing
the “Capital Invested”.

Depreciation of flying equipment is based on estimated “service year”
life for airframes and “flying hour” life for engines, propellers and hubs.
Depreciation of ground facilities is based on the estimated “service year” life.
In the establishment of depreciation rates for air operations the factor of
' obsolescence is taken into account and such rates are amended from time to
time to conform, as far as practicable, to actual experience. .

We have received the customary certificates from the responsible officers
of the Air Lines relating to current maintenance and physical retirements of
capital assets.

Administrative charges by Canadian National Railways do not include any
amount for the services of the President and Directors of the Air Lines who con-
tinue to act in such capacities without remuneration.

Rentals of landing fields, based generally on the number of operating
schedules, are paid to the owners and operators of the various airports used by
T.C.A. in Canada and abroad. Rentals of hangars and other buildings, airport
offices, e;r,c., are paid to the same agencies in those cases where the T.C.A. has not
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constructed such facilities. In relation to all agencies both in Canada and
abroad, the T.C.A. is in the same category as the privately owned lines with
respeet to the use and rentals of landing fields and other aviation facilities.

The surplus for the year shows an increase of $25,000 in comparison with
1944. The increased gross revenue was offset largely by increased costs of
operation and maintenance; depreciation provision for additional equipment
and increased traffic and general administration expenses. An important factor
in the increased costs of operation was the extensive personnel training program '
carried out in anticipation of the expansion of air services in Canada and to the
United States. The costs of personnel training for the Atlantic overseas opera-
tions were charged to the Canadian Government Trans-Atlantic Air Service.
Balance Sheet :

Temporary cash investments are represented by Dominion of Canada
securities held for general corporate purposes free of any Reserve and their
year-end market value exceeded the book figure.

Current assets exceed current liabilities in the amount of $2,650,000 equiv-
alent to a working capital ratio of 2.1 to 1. This compares with $2,611,000
and 2-6 to 1 respectively in 1944. The working capital position of the Air Lines
is maintained under conditions similar to those prevailing in privately owned
enterprises financed only by way of share capital. The Air Lines differs form
the National System and West Indies Steamships in that is has no Government
loans against which the cash -from surpluses is to be applied.

The deferred charge for research and development expense is composed of
engineering and other staff costs, shop work, ete., in connection with the manu-
facture of the DC-4 aircraft. St

The insurance fund is composed principally of Dominion of Canada securi-
ties together with cash. The year-end market value of the securities exceeded
the book figure. There were no major loss claims reported outstanding at the
date of the balance sheet but it is well to bear in mind that the risk coverage
includes, inter alia, 100 per cent passenger liability and damage to the property
of others. The fund increased $227,000 during the year.

Investments in property and equipment are carried on the basis of cost.
The net additions and betterments during the year amounted to $701,000, the
principal expenditures being for the purchase of three DC-3 aircraft including
engines, conversion thereof and the purchase of two spare power plant assemblies.

Accrued depreciation covers the period from the inception of operations in
1937 to 1945.

The inventory reserve relates to the potential loss from surplus stores based
on the presently estimated service life of the Lockheed aircraft. During the
year the reserve was reduced $23,000.

The amount of the paid-up capital stock remained unchanged in 1945. The
authorized capital stock, however, was increased from $5,000,000 to $25,000,000
during the year under the 1945 amendment to The Trans-Canada Air Lines Act,
1937.

Surplus covers the years 1940 to 1945 inclusive.

In respect of pension plans, it should be noted that:—

(a) Under the Air Lines 1943 Plan, which is maintained on an accrual
basis, the joint cash contributions by the company and employees
presently in service are invested through the separately admini-
stered pension trust fund, the accounts of which are not included
with those of the Air Lines. The assets of the separate pension
trust fund amounting to $877,000 are in the form of Dominion of
Canada securities together with accrued interest and cash. Apart
from the foregoing, the company has made provision in its accounts
covering employees’ contributory rights not yet exercised.
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(b) The contributions by transferred employees presently in service,
who have elected to remain under the C.N.R. 1935 Plan, are
invested through the separately administered pension trust fund
under that plan, the accruals for which the company is liable in
respect of transferred employees being paid to the Canadian
National Railways.

Where foreign currencies are involved, the accounts of the Air Lines are
stated in Canadian funds converted at the par of exchange.

The test audit of the Air Lines for the year 1945 was similar in scope to
that of the National System previously outlined in this report.

Yours faithfully,
GEORGE A. TOUCHE & CO.
-

The Committee adjourned at 6.00 p.m. to meet at the call of the chair.

'J



e

SESSION 1946

HOUSE OF COMMONS

SESSIONAL COMMITTEE

ON

RAILWAYS AND SHIPPING

Owned, Operated and Controlled by the Government

FRIDAY, AUGUST 16, 1946

MINUTES OF PROCEEDINGS AND THIRD REPORT TO
HOUSE OF COMMONS

OTTAWA
EDMOND CLOUTIER, C.M.G., B.A., L.Ph,
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY
CONTROLLER OF STATIONERY
1946






MINUTES OF PROCEEDINGS

House or CoMMONS,
Fripay, 16th August, 1946.

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 10.30 o’clock a.m. The Chairman,
Mr. 8. M. Clark, presided.

Members present : Messrs Clark, Belzile, Gibson (Comoz-Alberni), Jackman,
Lockhart, MeCulloch (Pictou), McLure, Moore, Mutch and Nicholson—10.

The Chairman read the draft of the Third Report of the Committee.
Consideration followed.
On motion of Mr. Gibson, it was unanimously

Resolved, That there be inserted a paragraph to indicate the appreciation
of the Committee of the valuable contribution to the national war effort of
both the management and employees of the nationally owned, operated and
controlled transportation systems. :

On motion of Mr. Belzile, it was

Resolved, That the draft of the Third Report as thus amended, be adopted
presented to the House and concurrence therein be asked.

At 10.50 o’clock a.m., the Committee adjourned sine die.

T. L. McEVOY,
Clerk of the Committee.

iii
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REPORT TO THE HOUSE OF COMMONS

Moxnpay, 19th August, 1946.

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

THIRD REPORT

Your Committee had referred to it, on the 12th, 15th and 16th April and 8th
May, 1946, the following matters, namely:

(a) Annual Report of the Canadian National Railways System for the
year ended December 31, 1945;

(b) Annual Report of the Canadian National (West Indies) Steamships,
Limited, for the year ended December 31, 1945;

(¢) Annual Report of the Canadian National Securities Trust for the
year ended December 31, 1945;

(d) Annual Report of Trans-Canada Air Lines for the year ended
December 31, 1945;

(e) Report to Parliament of the firm of George A. Touche and Company,
auditors of the accounts of the Canadian National Railways System,
Canadian National Railways Securities Trust, Trans-Canada Air Lines
and Canadian National (West Indies) Steamships, Limited, for the
year ended December 31, 1945;

(f) Financial Budget of the Canadian National Railways System and the
Canadian National (West Indies) Steamships, Limited, for the year
1946.

Your Committee held 9 meetings in the course of which the said Reports
were severally examined and unanimously adopted.

Your Committee noted with satisfaction that:the income surplus of the
Railway System in 1945 was $24,756,000 but Mr. R. C. Vaughan, C.M.G,,
Chairman and President, Canadian National Railways System, pointed out to
the Committee how increases in wage rates and material prices were constantly
increasing the cost of operation and he warned that as traffic recedes from its
wartime intensity such higher costs would prevent a continuance of the favour-
able financial results which the System has been able to report for the past
five years. Mr. Vaughan also gave to the Committee a statement with respect
to the Fixed Charges of the System which contained a recommendation that
the Government accept Income Bonds of the Canadian National Railway
Company in payment of the amount owing by the Railway to the Government

“for repatriation of British-held securities of the Canadian National Railway
Company.

The financial budget of the Railway System for the calendar year 1946
shows the estimated income surplus to be $7,500,000 with the net requirements in
the Capital Budget estimated to be $22,550,000. This includes $9,777,000
for retirement of funded debt and $8,863,000 for the purchase of new rolling
stock and $7,000,000 for the acquisition of the lines of the Manitoba Railway
Company. The Budget for 1946 was approved.

2555148
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Your Committee reviewed the Canadian National (West Indies) Steam-
ships, Limited, results for the year 1945 which produced a net income surplus
of $1,116,000. A further statement to the Committee by Mr. Vaughan reviewed
at length the operations of the Line from the inception of the service in 1929.

The Financial Budget of the Steamships Company for the year 1946 shows
an estimated income surplus of $416,000 and capital requirements of $4,200,000
for the purchase of four vessels. This purchase is the initial step in replacing
vessels lost during the war. No Government funds are required as the cost
will be financed from the Company’s Steamship Replacement Fund. The
Budget for 1946 was approved.

In reviewing the Trans-Canada Air Lines’ accounts for the year 1945 it
was noted that the authorized capital stock was increased from $5,000,000 to
$25,000,000 under the 1945 amendment to the Trans-Canada Air Lines’ Act,
1937. In its 1946 Budget the Canadian National Railway Company indicated
it may be required to meet additional calls on this capital stock to the amount
of $14,000,000.

Your Committee is most anxious to put on record an appreciation of the
valuable contribution to the national war effort of both the management and.
the employees of the nationally owned, operated and controlled transportation
systems.

The task of your Committee was facilitated by the valuable assistance of
Mr. R. C. Vaughan, C.M.G., Chairman of the Board of Directors and President
of the Canadian National Railways System, of Mr. H. J. Symington, C.M.G.,
K.C., President of Trans-Canada Air Lines and their respective officers who
w1llmtrlv supplied all information requested of them. Your Committee desires
to place itself on record in appreciation of this fact.

A copy of the minutes of proceedings and evidence taken before your Com-
mittee is appended.

All of which is respectfully submitted.

8. M. CLARK,
Chairman.
By leave of the House,

Concurred in this day.
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